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Objectives of today’s workshop

• Present and discuss preliminary findings with participants 

to identify gaps

• Discuss suggested OECD’s priority areas for reform for the 

government

• Introduce key OECD instruments and share the experience 

of OECD member and non member countries

Engage with participants through an active discussion
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Context and objectives

Sub-objectives:

Assess and monitor the legal environment for business in Central Asia 

countries

Develop internal capacities to support implementation

Organise yearly regional policy dialogue meetings at ministerial level

Overall objective:

Help Central Asian countries develop better framework conditions for businesses 

and promote investment by improving the legal environment for domestic and 

foreign investors
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Methodology and activities since March 2019

Since the launch event held in March 2019 in Bishkek: 

• Two OECD questionnaires were filled by the government and local consultant to 

gather data and information :

• General questionnaire on the legal environment for business (ten dimensions)

• OECD FDI Regulatory Restrictiveness Index

• The OECD has organised several roundtables and consultations with businesses

• Local laws, regulations and strategies were collected and analysed

• Exchanges with international partners and OECD experts took place for 

experience sharing and benchmark purposes
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Improving the legal environment for business: approach

2019

Assessment of the legal 
environment for 
businesses

• Workshop 1: Launch of the 
assessment

• Questionnaire

• Workshop 2: discussions of 
the findings

2020

Capacity building on 
identified priorities

• Identification of key 
reforms on legal 
environment for 
businesses

• Two capacity building 
workshops with experts

2021

Monitoring of progress

• Two to three monitoring 
workshops

• Monitoring assessment 
matrix

Outcomes will be presented during the annual ministerial level meetings, beginning 

with Eurasia Week 2020 in Tbilisi, Georgia.
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Target: Eurasia Week 2020

 High level delegations from Central Asia are 
invited to speak at Eurasia Week 2020 to:
 Share economic views and discuss 

competitiveness challenges

 Provide experience and further learn from the 
experience of  OECD and Central Asia countries

 Be peer reviewed and participate to the 
peer reviews of other CA countries

 Discuss new topics of interest with OECD experts

 Eurasia Week 2020 will take place in Tbilisi, Georgia on 17-19 March, 2020

 The main theme will be on “Economies in Motion – From Strategy to 
Action”

Discussions will include the legal environment for business in 

Kyrgyzstan and Central Asia
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10 key dimensions of analysis

Public-private 
consultations

Exit mechanisms

Expropriation 

regime 

Trade policy

Operational 
environment for 

SMEs

• Business licensing

• SMEs Legislative simplification

Trade Facilitation Indicators

• Defining the power to expropriate

• Compensation for expropriation

• Regulatory actions tantamount to 

expropriation   

• Preventive measures

• Survival and bankruptcy 

procedures

• Promoting second chance

• Frequency and transparency

• Private sector involvement

Improving the legal environment for business: scope

9

8

7

6

10
Contract 

enforcement

Registration 
procedures

Land legislation

Tax

Legal and 
regulatory 

frameworks for 
investment

• Investment treaty policy

• Intellectual property rights 

• Non-discrimination and national 

treatment 

• Tax compliance (income tax, VAT, 

other taxes)

• SME-specific measures

• Land ownership and registration

• Land tenure security

• Land disputes

Company registration (one-stop 

shop, online registration)

• Effective contract enforcement

• Protection of property rights

• Alternative dispute resolution 

mechanisms

4

3

2

1
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Foreign investment and trade 
Need to improve trade facilitation in the context of WTO accession

• Improvements have been supported by training activities and technical support provided by 

several initiatives, including the EU BOMCA project, the ITC and GIZ.

 The OECD will carry out a regional connectivity project to improve trade facilitation policies 

and indicators in 2020

Trade facilitation

1

3
• Kyrgyzstan is above the Central Asia 

average on most policy areas, but 

significantly lags behind on:

• documents and formalities

• internal border agency 

cooperation

• information availability

• Excessive administrative burden, a 

lack of transparency and reported 

corruption are still present.

• Importing has proven more complex 

than exporting in terms of 

documents, costs and procedures.

• The country has overall poorly 

benefited from the EU GSP+ due to 

certification and standard issues.

Overview of issues

2

2

1

3
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Key dimensions for domestic businesses and entrepreneurs

Public-private 
consultations

Exit mechanisms

Expropriation 

regime 

Trade policy

Operational 
environment for 

SMEs

• Business licensing

• SMEs Legislative simplification

Trade Facilitation Indicators

• Defining the power to expropriate

• Compensation for expropriation

• Regulatory actions tantamount to 

expropriation   

• Preventive measures

• Survival and bankruptcy 

procedures

• Promoting second chance

• Frequency and transparency

• Private sector involvement

Improving the legal environment for business:

Domestic private sector

9

8

7

6

10
Contract 

enforcement

Registration 

procedures

Land legislation

Tax

Legal and 
regulatory 

frameworks for 
investment

• Investment treaty policy

• Intellectual property rights 

• Non-discrimination and national 

treatment 

• Tax compliance (income tax, VAT, 

other taxes)

• SME-specific measures

• Land ownership and registration

• Land tenure security

• Land disputes

Company registration (one-stop 

shop, online registration)

• Effective contract enforcement

• Protection of property rights

• Alternative dispute resolution 

mechanisms

4

3

2

1

5

PRIORITY

PRIORITY

PRIORITY
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Operational environment for domestic firms (1/9)
Key recent policy developments and reform processes

Selected 

strategy, policy 

and key 

ongoing 

reforms 

• The NDS introduced measures to digitalise the economy and improve the business 

environment, enhance the effectiveness of public administration.

• The NDS is supplemented by the development programme of the Kyrgyz Republic for 

the period 2018-2022 to further implement the NDS and achieve its objectives.

• Kyrgyzstan is a member of the WTO and the Eurasia Economic Union. It is also a signatory of 

WIPO & WTO Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS).

• GSP + was granted to Kyrgyzstan by the EU in 2016 which guarantees either reduced or 

zero tariffs on certain commodity exports from Kyrgyzstan.

• The Council for the Development of Business and Investment, and the Business and 

Entrepreneurship Development Council are a major instruments of Public Private dialogue.

• In June 2019, the government introduced the Strategy on the Development of the State 

Tax Service 2019-2021 that acknowledges the need to modernise tax administration.

• The government has made important efforts to simplify licenses and permits for SMEs. 

Several initiatives supported by donors look at developing public services centres.

• A state programme for the development of IP rights for the period 2017-21 was drafted 

and Kyrgyzpatent was established.

Economic development

Trade

Corporate governance and businesses
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Initial findings in Kyrgyzstan

• The government has made important efforts on business registration through the one-stop-shops for 

registration, implemented by the Ministry of Justice.

• The government plans to further simplify online registration. On February 26, 2019, the government 

approved the Interim Procedure for Online Registration of Legal Entities

• According to the legislation the online registration will run as a pilot programme in the territories of the 

city of Bishkek and Chui oblast. Applicants can only download and print the application forms online on the 

Ministry of Justice website, and must submit them to OSS.

Sources: Decree of the Government of Kyrgyzstan, Bank Doing Business 2020, 

Indicator – World Bank Doing Business 2020 Kyrgyzstan EU and CA

Ranking in doing business on starting a business (out of 190) 42 56 (average)

Total time required (days) 10 11.9

Number of administrative steps 4 5.2

Registration costs (% of GNI per capita) 1.4 4.0

Paid in min. capital (% GNI per capita) 0.0 0.7

Operational environment for domestic firms (2/9) 
Opening a business in Kyrgyzstan is becoming easier

Registration 

procedures

 Enhance the implementation of online business registration services 

 Ensure good geographical distribution of one-stop shops and consider integrate more services in 

collaboration with other Ministries

Suggested recommendation
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The government has been simplifying licensing and is committed to developing one-stop shops

Sources: Kalikova & Associates (2019), OECD, (2019), IFC (2019)

 Create and establish one stop shops for facilitating SME access to information, regulations and procedures

 Continue streamlining and digilisation efforts of licenses and permits

 Consider consolitdating all legislation for SMEs and entrepreneurs into one code

Operational environment for domestic firms (3/9)
Regulatory simplification for small firms is ongoing and should be accelerated

Suggested recommendations

• The Law on Permits and Licensing establishes clear rules with deadlines and appeal procedures. The government 

has introduced a silent is consent principle if a decision is not made within 30 days.

• There has been a commitment to simplification, with the reduction in the number of licenses from 490 to 98 over 

the recent years.

• However, licensing procedures are still managed by each relevant line ministry with limited horizontal co-ordination.

• There are several initiatives to develop physical one-stop shops supported by JICA, GIZ and the CCI.

• Currently, the IFC is working with the government to help implement a new e-licensing system.

• Business inspections have been an important concern for businesses and a key topic of reform for the government 

which has prolonged a moratorium on inspections until 2021.

• Training for public servants working in licensing is conducted every three years. 

• The NDS 2018-2040 foresees a reduction in the demands imposed upon small businesses and the government’s 

development plan has a section dedicated to SMEs aiming to create an enabling regulatory environment.

Overall SME simplification framework

Licenses and permits

Operational 
environment for 

SMEs
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Operational environment for domestic firms (4/9)
Case Study: the Entrepreneurial Code of Kazakhstan

In October 2015, the Government of Kazakhstan enacted the Entrepreneurial Code, 

consolidating all business regulation into a single piece of legislation

Law “On Peasant or Farm Household”

Law “On Investments”

Law “On Private Entrepreneurship”

Law “On Competition”

Law “On State Control and Supervision”

Law “On State Support of Industrial and 

Innovation Activities”

Entrepreneurial Code

Key changes and benefits

• All entrepreneurship- and investment-related legislation harmonised, ensuring no duplication or contradiction

• EC harmonised with Civil Code, to ensure no contradiction between many bodies of Kazakh law

• Regulates all domestic and foreign business activities, including investment

• Systematised the rights of business entities and the regulation of state-business interaction

• Provides for the only cases in which unscheduled inspection is permitted

• Systematises all forms of dispute resolution

• Regulates the role and supervision of the ombudsman

Operational 
environment for 

SMEs
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Operational environment for domestic firms (5/9)
Tax administration remains a major concern for businesses

Tax

0 10 20 30 40 50 60 70 80

KYR

KAZ

UZB

OECD

TAJ

Profit TTCR Labour TTCR Other TTCR

Threshold Description VAT Digital

KZ Turnover below USD 

175,000 and less than 30 

employees

One annual declaration and 

deduction. Aggregate rate at of 

3% of total income

Different threshold for VAT 

payment based on the “Monthly 

Accounting Index”. 

Yes, fully

KG Turnover below KGS 4 

million (USD 57,000)

Quarterly payments and rates 

from 2-6% of income

No VAT payments Partially

Tax rates in Kyrgyzstan are relatively low, but administration remains a challenge
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Operational environment for domestic firms (6/9)
Tax administration remains a major concern for businesses

 Stabilize the tax code and increase communication and remediation for tax payers

 Ensure that interpretation of tax code is consistent and develop tax ruling procedures

 Fully digitalise tax administration procedures

 Revise the SME simplified regime and the entrepreneurship patent system to avoid disruption when 

companies are moving to the SME simplified regime and to the general regime

Suggested areas for action

Progress in tax administration has been made

Tax

• The average time required by taxpayers to 

maintain their records fell by 40% after the 

introduction of the e-filling system.

• Corporate tax rates are low which may increase 

the attractiveness of Kyrgyzstan to investors.

• Digitalisation of taxation is progressing.

• Kyrgyzstan has established a simplified tax 

regime for SMEs and a patent-tax system.

• Kyrgyzstan offers tax incentives: the free 

economic zone tax regime, and the high-tech 

park tax regime.

However, the tax system suffers from severe 

weaknesses including:

• too many updates of the tax code (56 

amendments recorded since 2015)

• limited roll out electronic filing 

• burdensome VAT filling requirements

• gaps between the patent, the simplified 

regime and the general regime

• limited accuracy of taxpayer information

• weak risk management

…but much more needs to be done
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Operational environment for domestic firms (7/9)
Mexico’s SME tax regime

Sources: OECD/CTPA 2015; OECD Economic Surveys of Mexico (2015, 2017), UNESCAP (Savia Hasanova)

The Régimen de Incorporación Fiscal (RIF)  

aims to formalise SMEs through taxation

What is the impact of the RIF?

• There has been strong take-up in the fiscal 

regime for incorporation (Régimen de 

Incorporación Fiscal, RIF) which has induced 

1.5 million informal firms to join the tax 

system since 2014

• Mexico merged CIT and SSC for SMEs

• However, despite a strong impact in the short-

run, the tax reform has less effect on 

formalisation in the long-run

 The administrative burden is reduced through a 

simplified schedule of tax rates adjusted to 

economic activity and the type of products sold.

Uses presumptive taxes that allow SMEs to 

calculate taxes on a turnover basis and cash-flow 

basis.

 SMEs are incentivised to participate through a 

graduaded introduction to the tax system granting 

tax exemptions in the first ten years.

 Participating SMEs are required to record 

revenues and expenses, invoice clients upon 

request and deliver sales notes and submit 

bimonthly statements. 

 In turn the RIF provides a range of services 

including access to government-backed credit 

training programmes, and a special internet tool.

Snapshot of Mexico’s tax regime for SMEs

CIT CIT for SMEs

Mexico 30 See RIF

OECD mean 25.45% 21.%

Uzbekistan 10% Less than 10%

 SMEs in Mexico represent 70% of companies and 

30 % of the value-added

 Estimated 54% of workers are employed in the 

informal sector

Tax
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 Strengthen the role of the newly-created Business Ombudsman, create reliable channels for reporting problems 

with courts, corruption and contract enforcement.

 Further promote and expand ADR, especially the International Arbitration Court at the CCI.

 Further improve the appointment process, training (including: IP, economic issues, case management) and 

culture of independence of judges; and introduce automatic random case assignment.

Suggested recommendations

Operational environment for domestic firms (8/9) 
Contract and IP enforcement is unreliable and is a major obstacle for firms

Contract 
enforcement

• Contract enforcement indicators are mixed for Kyrgyzstan 

and depict relatively low procedural efficiency. Kyrgyzstan is 

the only country in the region with no economic courts.

• Interviews with entrepreneurs confirm revealed the 

difficulties and uncertainties created by the court system. 

A 2018 study quoted by the IAC also stated that 95% of tax 

disputes in courts were settled in favour of tax authorities.

Contract enforcement through economic courts is expensive, lengthy and unpredictable

Country
Time 

(days)

Cost 

(%)

Digitalisation

of procedures

Kazakhstan 370 22 No

Kyrgyzstan 410 47 No

Tajikistan 515 14 No

Uzbekistan 430 56 No

• Judges are still appointed for a probationary period and there are still case of improper influence during cases. 

Corruption in commercial justice is still prevalent. 

• The IAC at the CCI has been very active. 

• A Business Ombudsman was established in 2019 

with the support of the EBRD.

The 2017 Law on Kyrgyzpatent created a national patent 

agency tasked with managing property rights and related 

disputes in the country.

Alternative Dispute Resolution are being introduced Enforcement of intellectual property rights is uncertain

Sources: IAC website, World Bank Doing Business 2020, Law on Kyrgyzpatent, OECD Anti-corruption network monitoring report on Kyrgystan 

, World Justice project
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Kyrgyzstan: overview of suggested priority areas 

for reforms and recommendations (9/9)

Priority 

reform

Preliminary recommendations Suggested 

practices

1 Operational 

environment 

for SMEs

 Create and establish one stop shops for facilitating SME access to 

information, regulations and procedures

 Continue streamlining and digitalisation efforts of licenses and permits

 Consider consolidating all legislation for SMEs and entrepreneurs into 

one code

OECD FDI Index as 

a benchmark tool

Georgia (OSS)

Kazakhstan (code 

for entrepreneurs)

2 Taxation  Stabilize the tax code and increase communication and remediation 

for tax payers

 Ensure that interpretation of tax code is consistent and develop tax 

ruling procedures

 Fully digitalise tax administration procedures

 Revise the SME simplified regime and the entrepreneurship patent 

system

France

(tax ruling)

Mexico

(SME tax regime)

Kazakhstan (digital)

3 Contract 

Enforcement

 Strengthen the role of the newly-created Business Ombudsman and

reliable channels for reporting problems with courts, corruption and 

contract enforcement.

 Further promote and expand ADR, especially the International 

Arbitration Court at the CCI.

 Further improve the appointment process, training and culture of 

independence of judges; and introduce automatic random case 

assignment.

United Kingdom

Ukraine

(Business 

Ombudsman 

Council) 

PRELIMINARY -
FOR DISCUSSIONS
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