TO DEVELOPE COUNTRY IMAGE AND NATIONAL BRAND STRATE GY TO
ATTRACT FOREIGN DIRECT INVESMENTS (FDI): AN EXAMPLE FROM
CENTRAL ASIA: KYRGYZSTAN

INTRODUCTION:

In today’s world, not only companies, their produend services are internationalized
but countries itself; as a whole are also brantlddile USA is known as “the country of
liberties”, Great Britain is called and positionasl “cool Britannia”. But why countries
want to be branded?

Today, positive country image has a great roleramfling the countries. It also helps the
country to brand its other products. But in whad, those effects help countries be
branded as a whole.

In this paper, the terms related with country brasitlbe explained and the effects of the
the national publicity, branding on attracting fleeeign investments and the necessary
process for developing brand equity for Kyrgyzstalhbe mentioned.

|. CONCEPTUAL EXPLANATIONS

WHAT'S IMAGE?:

Image, as a simple explanation, is an idea angahe judgments of a target audience on
a specific country, nation, subject or a producis how the audience shape the publicity

in their mind (8th Five-year development plan
(http://ekutup.dpt.gov.tr/tanitma/oik519.pdf

Beliefs, ideas, feelings and impressions shapentiligidual’s thoughts and by the light
of it, image is the cluster of meanings that argpgll in minds by which, are heard, told
and remembered. This explanation shows that — enmdormed by many factors, and
behaviours of the individuals are effected by otg€aydo an 2004: 90).

After a perception process, image of a person, emyr a brand in the memory of an
individuals is shaped. Personal judgements on nthimgs like subjects, individuals,
objects etc. become the main component of peraeptiocess. Besides that, the cultural
environments, political structure, history, etce ahe other components (Tolunguc¢
1992:11).

Continuing a positive image is important to all ganies (Goldberg, 1999: 7). If the
image is positive, consumers expound everything tive with the compaines positive,
but if the image of the company is negative; eviethe@y aren’t true the company as a
whole can badly be affected. Wrong perceptions laageeat damage on the image of the
companies.



A person who is liked or approved of by the pub$csaid to have a good image.
Someone who is disliked or disapproved of is saidave a bad image. The terms "good
image" and "bad image" as used today rarely remeghing about the relative amounts
of fact or fiction in an image. They don't even regent an ethical or moral value
judgment. They simply reflect how positively or howgatively people who are exposed
to the image respond to the person or organizagpnesented by the image (Turney,
2000).

Today, the term “image” is used to convey what es@e or an organization appears to
be, which is sometimes very different from who/wtregy actually are in private. There
have, in fact, been and probably will be more frdedt, immoral, unethical, and even
illegal uses of images by some public relationgftianers. But, they're the aberrations.
A few instances of misbehavior do not mean thatraiges, all image-making, or all

public relations activities are inappropriate (Teyn2000).

While Plato compares an image to a shadow castewall, Walter Lippman ifPublic
Opinion says images are "pictures in our heads." Bottebelthat the more closely and
more accurately an image portrayed external redhtybetter and more meaningful it is.

An image, which does not match reality, whetherdegign or by accident, is a
bad image.
The further it is from reality, the worse it is.

Botan argues two diametrically opposed approaahesdges in PR (Botan, 1993: 71)

1. i-images: This approach identifies image as one-way and togical. It is
generally accepted as unethical, because of itecheg the public’'s chance to use
symbols and images rationally and making informiecices.

2. h-images: This approach uses h for the humanitarian viewmafges. With this
approach, practitioners and their clients use tvag-wialogical communication
and accept the ethical responsibility to enhanoedegrade, the humanity of all
parties involved in public relationships. Dialodicammunicators assume that
their publics have as varied and valid interpretei of the world as do their
clients. They assume that the goal of public retetiis not reducing publics to the
service of clients but joining with publics in tpeocess of interpreting the world
together. The h image approach is especially imporin international public
relations, which can be understood as the attemipone culturally bound
community to deal with the interpretations of amuth

As a tool of international pr, i-images can be sabjo multinational corporations, where
the main reason is to profit. But, in promotingauetry as a whole image is inevitably
subject to where the reality exists. The Geogreglhocation, history, economy, cultural
and touristic values of a country cannot be fiction



In the context of mutual advantage, the aim of iternational PR is to develop
sympathy and cooperation between nationalitiesn{&egr and Coombs, 1992: 140 —
142).

COUNTRY IMAGE:

Positive and negative corporate image, has grélaence on company’s profit and loss
accounts, while in macro programing, a country’saaration’s images has impacts on
encouraging trade, tourism and inward investmehtlai country. In that perspective, a
positive national image becomes an essential f@oahtries.

Country image was first defined by Nagashima a® 'flicture, the reputation, the
stereotype that businessmen and consumers attgchdocts of a specific country. This
image is created by such variables as represeatptivducts, national characteristics,
economic and political background, history, anditrans".
http://goliath.ecnext.com/coms2/summary 0199-502286M

A country image is defined ‘as the total of all cigstive, inferential and informational
beliefs one has about a particular country’. Angmaf a place is defined as ‘the sum of
all those emotional and aesthetic qualities suokxaserience, beliefs, ideas, recollections
and impressions, that a person has of a placethig definition, it is evident that
individuals form an image based on their personamné of reference. According to
Relph a common social image of a place can be lestatl because individual images
are constantly being socialised through the useamhmon languages, symbols and
experiences. Images can be classified on a pubtiqpaivate scale according to whether
the image is shared by others or is peculiar tarttividual. Public images consist of the
shared images of many individuals and are thosetefest for marketing purposes.

According to Kunczik, images of certain nationswewer right or wrong they might be,
develop through a very complex communication predesolving varied information
sources. The process starts with one's experidgncearly life; in school; in children's
books, fairytales and other leisure literature; theatre and so on, and may include
accounts by relatives, acquaintances, and frieBds.radio and TV transmissions of
international programs, newspapers and magazindésya exchange programs, sports,
books, news services, and so on are probably theggst image shapers. (Kunczik,
1997).

According to him, the nation-state PR means thar@d and continuous distribution of
interest-bound information aimed (mostly) at imprnyvthe country's image abroad. As
W. Lippmann mentioned, to change the images isdtfiizult once they are established
(Country PR, pg.2).

Human nature, social and cultural richness, ecoaatructure, democracy and human
rights in the country, international relations dietcountry, technical developments,
business — globalisation of business, history a tountry, responsibilities to the



environment and tourism, etc. are some of the fadtat have great roles in developing
the country image (8 th Five-year development pigui2).

Country image is the overall perception consumtns of products from a particular
country, based on their prior perceptions of cotsproduction and marketing strengths
and weaknesses. (Country PR, pg.2).

Nagashima conceptualizes country image in his saglyollows, "Image means idea,
emotional background, and connotation associat¢il a concept. Thus, the "made in"
image is the picture, the reputation, the steremtyyat businessmen and consumer attach
to products of a specific country created by suahables as representative products,
national characteristics, economic background,ohystand tradition.” (Country PR,

pg.2).
PROMOTING COUNTRIES:

Countries - to protect their images, and to chahgenes which they are not pleased into
the provided ones and make it last for years -ndggeo much time on this issue. But
besides that all those efforts help the countogsrémote themselves as a whole.

In this context, the aims of the promotion actestcan be summarized as;
To form an opinion in the target audiences who hawedea or conscious about
the subject.
To develop or improve an image
To confront a negative image and to change it patsitive image.
(8 th Five-year development plan pg.12).

With the help of the positive country image, iteasier to promote themselves to the
world and be accepted by the others. It also hetpmtries to show and pass their
physical and moral values to other countries. Apakitive country images also provide
many opportunities for countries in national bramdiBecause of that, today, countries
are trying to be valued as a brand.

BRANDING A COUNTRY:

The strategy (process) that will be followed inrmig a country is the same as branding
products or services. But it is much more effecthan that.

While branding a product, the following steps akofved:
1. According to aim; available strategies are improved
2. The market cover of the product/country is analized
3. Target audience is determined, audience percefdidiranding is analized
4. Strategies; like Infrastructural investment, adgernents expenses, PR and
promotional activities are modified
Marketing strategy is provided
To revise the modifying conditions
To coherent the branding strategy and physicalifigetions.

Noo



Branded products also effect the country of origgfnthis context, as brands have effects
on countries identities and awareness, brandedtidesinat macro level, including what

private sector produce have positive effects onwhele country as well. Therefore,

while branding a country some issues are needest & all, awareness, differentiation

and continuity must be supplied. Kotler also poioiis the main component of branding
as maintaining the product differentiation. Thisagobeyond promoting the country,

provides progress in order to attract foreign itwvesits (and improve the economic set
up of a country) for economic improvements of tbardry.

By Kotler and his friends, using the country imeagel creating national-international
brands are identified as the 2 marketing strategietaking place in global markets
(Kotler, Jatusripitak, Maesincee, 2000: 358).

The positive country images that well known brahdse, also enable to use the image
advantages of these brands. For instances, U®rgtithink that, Beck, a German beer
brand, is number one in Germany. Here, the ideiathieaGerman people are selective in
prefering beer is put forward. (Kotler, Jatusrikjttaesincee, 2000: 353).

Creating a branding program for a country demandsngegration policy that most

countries do not possess- the ability to act amdlsin a coordinated and repetitive way
about themes that are the most motivating and rdifteating a country can make
(Branding a Country, 2003:)).

[I. THE IMPORTANCE OF FOREIGN INVESTMENTS FOR THE COUNTRIES

There are many commerce techniques used in intenaat marketing: (Kotler,
Jatusripitak, Maesincee, 2000: 356):
a. Barter
b. Payment — full payment, partial payment, recipracede, etc.
c. Cooperations — Industrial cooperations, joint vemtucooperations with third
countries

Especially in 1980’s, developed and developing taes begun to find ways to attract
the foreign investments, foreign funds to theirrtoes. Today, international investments
and initiatives are the main regulating factor bé tworld’'s economy. Foreign fund

investments, are not only an aim for national econ supplying technology transfers,
added values, employments, increasing exports g an integration of national

economics with world economy as welh¢esulu, 2001: 367)

Today, capital movement is analyzed in 2 groupsdtilbekova, 2004: 10):
1. Foreign Direct Investment-FDI
2. Foreign Portfolio Investment — FPI

FDI is defined as'the establishment or purchase by residents of aumtry of a
substantial ownership and management share-usoedhsured by a minimum equity



stake of 10 percent-of a business in another cgurfiVells ve Wint, 2000). According
to an other statement; FDI is the investment wiécmade to the owners of facilities,
technologies, etc in an other country. (Turdubek@@®4: 10)

FDI take decisions for long terms according topbétical stability, political atmosphere,
basic facilities, market size, cost conditions, etc

FPI represents passive holdings of securities aagtoreign stock, bonds or other
financial assets, none of which entails active mgangent or control of the securities’
issuer by the investors.

Because of so many contributions; FDI is very muabpreciated by especially
developing countries. It brings know-how, new tealbgies, employment, etc.

International organizations like IMF, WB (World Bgn European Union (EU), United
Nations (UN), UNCTAD, NAFTA, etc. have great rolesarranging the foreign funds.
Especially, World Bank has a great effect on faneryestments.

Investors and enterprisings, while performing FRinsider and put forward some
important cases.

THE PROPERTIES THAT INVESTORS CONSIDER:

Because of providing great contributions to hostntoes but bringing risks for the
investment community; FDI requires particular, ¢ar@nd holistic works. Government
policies and support of public are very importanattract FDIs. First of all, the approach
and the policy of the host countries to FDI shduédconfirmed. And in order to do that,
poI|C|es can be classfied like that: (Turdubek@®@04: 27):

Social stability should be provided

To decrease the inflation rate

Black economy should be fettered

Reforms at law system

Reforms at public sector

To decrease but activate the effect of the govemime

Legal and financial improvements should be done.

Besides that, cheap labour force, qualified emmsyech raw materials, etc. are needed
too.

In order to bring foreign investments to countriést of all, the required environment
qualifications should be supplied. Because FDI bates many advantages to countries’
economy it is the most advantageous investmentadefdr developing countries. But,
on the other side, as FDI’s leaving the countridscause many detrimental effects; host
countries should think and consider the subjebtastively.



There are many factors that bring investors to anty: Market size, cost advantages,
infrastructure developments, etc. but the most maod of all them, equal treatments to
foreign investors, transparency and stability geleutilities. (ncesulu, 2001: 368 — 371)

FDI should know that in the event of disagreemémtexample, in condemning private
property or transfering their money they have ¢hance to go to law; fair hearing will
be applied. How big the investment environment th#ective legal environment.
(Turdubekova, 2004: 22)

In his book,Trust: The Social Virtues and the Creation of Perdy, Francis Fukuyama
argues that a nation’s economic well-being is comaed by a single persuasive factor
and that is the level of trust inherent in a sgci®hen a nation or society permits and
supports a high level of trust, he says, prospeaitg high economic results usually
follow. When that high level of trust has been bteal as it has been over the last few
years, distrust becomes widespread and in Fukuyawiew, “imposes a kind of tax on
all forms of economic activity” (Murphy, 2003: 3)

According to an other social analyst trust, of seurs pivotal to the economy, and not
merely to social relations as, without it, curreneyl not be used , saving makes no
sense, and transactions costs rise precipitouslghort, it is hard to conceive a modern
economy without a strong element of trust runnhmgugh it (Etzioni, 1989: 12).

INVESTMENT PROMOTION AGENCY (IPA)
http://www.unescap.org/tid/publication/chap2 2255.df

While it is understood that foreign investors seek locations in countries with stable
political environments, security, and stable macooemic policies and variables (i.e.,
interest rates, exchange rates, etc.), eventuafiythe quality of micro-policies, including
investment targeting efforts, which can be decisiveattracting a particular foreign
investor. For this purpose it is important thatiavestment promotion agency (IPA) is
established with the purpose to:

Undertake image-building campaigns;

Target specific foreign investment;

Provide comprehensive and accurate information;

Identify investment opportunities;

Assist investors in finding joint venture partners;

Ensure effective coordination with other conceregegncies and private sector

and act as one-stop shop for visas/licenses/peretits

g. Screen and process investment applications in adgpeanner including the
processing of requests for incentives;

h. Follow up with investors during the investment dadilitate investment;

I. Influence government in the development of policsdsch improve the overall
business and investment climate;

j- Monitor investment and maintain a comprehensive datd statistical base on

investors and the amount, sectors of investment, et
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In order to implement these duties IPA should haufficient authority, skills and
financial resources. Lack of any of these requim@siewill undermine IPA’s
performance, in particularly compared with otheA$Pin competing countries for the
same FDI. IPAs should have representatives in easrsembassies to do active
investment promotion. Most important, IPAs shoudérrepresentatives from the private
sector as private-sector representatives havehfanstt knowledge about private-sector
investment. In addition, IPAs should set up netwaok partner agencies to facilitate its
activities, such as IPAs in other countries, patiidy ASEAN within the framework of
the ASEAN Investment Area (AlA), national and owsas chambers of commerce,
international law agencies, advertising agencits, e

a. ldentify investment opportunities;

b. Assist investors in finding joint venture partners;

c. Ensure effective coordination with other conceraggncies and private sector
and act as one-stop shop for visas/licenses/peretits

d. Screen and process investment applications in adgpeanner including the
processing of requests for incentives;

e. Follow up with investors during the investment dacilitate investment;

Influence government in the development of policidsch improve the overall

business and investment climate;

g. Monitor investment and maintain a comprehensive @atd statistical base on
investors and the amount, sectors of investment, et

_—h

Often, various agencies and ministries are involiredhe investment process, from
attraction to implementation. The overall delineatof responsibilities and authorities of
these agencies is often not clear, which undermihesefficiency of the investment

promotion process and routinely leads to undue duamacy and delays in investment
approvals. It is recommended that a single investrpeomotion agency is set up as a
semi-government authority with private sector ggpation with the purpose to fulfil the

duties specified above.

INVESTMENT PROMOTION STRATEGY

An investment promotion strategy aims to attraceifyn investors from targeted
geographic locations and from targeted sectorseadentified locations in the country.
IPA is ideally in charge of the development of ameistment promotion strategy. In
developing such a strategy, the following consitiens need to be taken into account:
Investment where?

Investment from whom?

Investment in which sectors?

Location audits need to be undertaken to compaoaiatry’s or locality’s (within
the country) strengths and weaknesses for selsetgdrs compared with other
locations (both within the country and abroad).

e. Investment promotion how?

Investment promotion by whom?

coow
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DEVELOPING BRANDING STRATEGY FOR FDI:

Although branding a country for FDI is not a nevbjgat, it has increased in nowadays
because of the effect of globalisation. Besides ftaetors like; tax incentives,
infrastructural investments, etc, branding has @aafgrrole in attracting foreign
investments. By this way, the benefits of the couatso increase (Vicente, 2004: 30).

To attract the foreign direct investments brandingountry is related with creating the
effective image of that country as an investmematc@l According to this perspective,
branding is done by agencies and is accepted asfdhe 3 tools used in that field. The
others are to gather information about the potemieestors and service supply for those
who are looking for places to invest (Vicente, 208d). Positive image of a country is a
necessary item for investment and export publi@ymeisen, 2003: 18)

In attracting foreign direct investments; not oplyblicity of a country is important but
marketing a place is important as well.

Marketing a place consists 4 main activities:

1. to contemplate the perfect combinations of theperities of the society and
the services.

2. to set up effective impulse for potential consun@erd users of the goods and
services

3. to submit products and services of a place in aabépways

4. to publicity the image and value of a place andtliig way, to make the
potential users aware of the advantages of theeplac

Marketing a place consists of 6 basic strateglestl¢r and others, 1993: 18):
1. to attract incomers just for tourism and business
2. to attract business in other places
3. to protect the existing business and to incrégadsorders
4.to improve the new business, and to make the @tipbf them
5.to extend export and foreign investments
6. to increase the population

To use marketing tools, today, is a common usettach the foreign investments. But to
find the right combination techniques is the subjecsuccesfull marketing programs.
(Wells ve Wint, 2000)

In designing a sound and effective country bramategy to attract FDI, countries must
first define the industries they want to attraad &ry to build clusters as companies tend
to look for networks of interconnected organizasidproducers, suppliers, contractors,
R&D institutions) and highly skilled labor that m&ase productivity and foster

innovation (Vicente, 2004: 30).

They must also always be aware of the basic infoomdoreign companies are looking
for when searching for a location: local labor nedrkaccess to customer and supplier



markets, infrastructure, transportation, educatod training opportunities, quality of
life, business climate, access to R&D facilitieapital availability, taxes and regulations
( ncesulu: sf. 369).

On the other hand, research suggests that incerdivé tax credits are more effective in
retaining present investors and helping them exghed operations than in attracting
new ones (Papadopoulos ve Heslop, 2002).

Countries use all kind of tools to cultivate an gean order to attract FD{Vicente,
2004: 30). According to Wells and Wint, the commuzed ones of those tools are:

1. To advertise in general, financial, industrial ect®ral media

2. To attend to fairs

3. To improve the information traffic between host sty and the country that
supplies the sourcedVells and Wint, 2001)

4. To give lecturer on investment opportunities

Countries can use any combination of image-buildauniques with a view to changing
the image of a country as a place to invest angémerating investment directly. The
most common of these techniques include: “1) adsreg in general and financial media;
2) participating in investment exhibitions; 3) adisng in industry or sector-specific
media; 4) conducting general information missiomsnf or from host country to source
country; 5) conducting general information seminamsinvestment opportunities (Wells
and Wint, 2001)

An important research finding is the use of difféargoromotional strategies at the
different stages of the investment decision pracésgpersonal techniques, such as
advertising and image building are best at infliegenvestors during the early stage of
the investment decision, while personal technigiies visits, presentations) are most
effective for companies that have already decidadvest in a region but are considering
two or more different locations (Papadopoulos veléje 2002:).

Today, it is important to developing countries tdtigate their images and promote
activities being depend on their comparative adages. (hcesulu, 2001: 367).

[ll. TO DEVELOPE COUNTRY IMAGE AND NATIONAL BRAND S TRATEGY
TO ATTRACT FDIs: AN EXAMPLE FROM CENTRAL ASIA: KYRG  YZSTAN

The efforts to attract FDI bases on 1980s but shaviemendous increase in 1990s;
especially after the collapse of the Soviet Unidhe collapse of the Soviet Union
excited world-wide interest to this area. Countnesich declared their independence
from the Union suddenly become a market where fmeaket economy can be
implemented to. Kyrgyzstan, which declared its peledence in 1991 left the Soviet
economic system and transfered to a free marketoeep and began to live a hiving off
process.
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Kyrgyzstan is the first country which applied to WTafter the Union. It become a
member of UN in 1992. Today 135 countries in theldvacknowledge Kyrgyzstan. The
first embassy was opened in 1992 by USA and foltbtwe Turkey. Today more than 30
countries have embassies or representations inystan. The country also become a
member of Organization of Economic Corporation, 8T, etc.

After the independence, many organizations like |Miorld Bank have begun to support
the government's economic programmes and projdotsorder to attract the FDIs

Kyrgyzstan begun to put a great many of economagtalictural and legal reforms into
practice. These applies and coooperations withriat®nal organizations have also
attracted the other foreign financial organizatiand investors. (Demir, 2005: 10).

But, before indicating what KG is doing and shodly first let's have a look at the
general special features of Kyrgyzstan.

KYRGYZSTAN...

Kyrgyz Republic, is a country in Central Asia. Léoaked and mountainous, it borders
Kazakhstan to the north, Uzbekistan to the wesjikistan to the southwest and the
People's Republic of China to the southeast. Tkel trea of the country is around
198,900 km2. The capital and the largest city ef ¢buntry is Bishkek. The population
of Bishkek is 770.000 and the total populationhef tountry is more than 5 million. The
nation’s largest ethnic group is the Kyrgyz, a Targeople. The other ethnic groups
include ethnic Russians (9.0%) concentrated inNbegh and Uzbeks (14.5%) living in
the South. The other but minorities ethnic groups Batars (1.9%), Uyghurs (1.1%),
Kazakhs (0.7%) and Ukrainians (0.5%). Of the folgnesizable Volga German
community, exiled here by Stalin from their earl@mes in the Volga German Republic,
most have returned to Germany and only afew smaupgs remain. The official
language of the country is Kyrgyz language and Ruas&yrgyzstan is one of two of the
five former Soviet republics in Central Asia toaiet Russian as an official language
(Kazakhstan is the other). Its currency is Som.

Kyrgyztan is a secular state. The dominant religiothe country is Sunni Islam (about
% 70). The main Christian churches are Russianodok and Ukrainian Orthodox. A
small minority of Germans are Protestant Christiamsstly Lutherans and Baptists.

ADMINISTRATIVE DIVISIONS...

Kyrgyzstan is divided into seven provinces (oblastjninistered by appointed officials.
Bishkek; the capital is administratively an indegemt city with a status equal to a
provice. The provinces and capital city are; BishKBatken, Chui, Jalal-Abad, Naryn,
Osh, Talas, Issyk Kul.

The Politics of Kyrgyzstan take place in a framewoof a semi-presidential

representative democratic republic, whereby thei@eat is head of state and the Prime
Minister of Kyrgyzstan is head of government, afdalti-party system in development.
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Supreme Council (Joghorku Kenes) consists of treedbly of People's Representatives
(90 seats; members are elected by popular voterve $ive-year terms).

POLITICAL HISTORY OF KYRGYZSTAN SINCE INDEPENDENCE:

In the first years of Kyrgyzstan's full independendresident Askar Akayev who
received the majority cast (%96) appeared wholébelyr committed to the reform
process. He administrated the government till M&@05.

Objections to Akayev have occured in the countrige Bubsequent protests led to a
bloodless coup - known as “Tulip Revolution” - oraidh 24, after which Akayev fled
the country and was replaced by acting presideninidnbek Bakiyev.

But the new term hasn’t stopped the political tensand today Kyrgyzstan is sometimes
subject to international media as a country wheléigal instabilitiy goes on, members
of the parliament are killed, the center of theiity hosts the protestors who are
object to the government.

The economical and social differences between tnrthrand south parts of the country
are shown the over riding reason in the back df‘thalip Revolution”.

CULTURAL AND TOURISTIC VALUES OF KYRGYZSTAN:

Kyrgyzstan has many water sources and lakes. kajjkhe deepest tectonics lake in the
world, the highest mountains besides Nepal, akteixi Kyrgyzstan. Natural beauties,
historical silk road, tourism and eco tourism atsmne into existence as the source of
income of the country. Especially, according torldrourism Organization (WTO)’s
report, which foresights that cultural and histakitourism will gravitate to Europe,
Middle East and Central Asia, needless to say, ¥ast@n’s cultural and touristic values
will bring the country in the forefront.

Kyrgyzstan has a wide mix of ethnic groups and ¢eiepended on it has a wide cultural
structure. The most important cultural valueshef ¢country is Manas; the traditional epic
poem of the Turkic peoples especially the Kyrgyape. The poem, with close to half a
million verses, is twenty times longer than Homé&ddyssey and lliad combined, or
about twice as long as the Mahabhariata.the longest epic in the world.

The other cultural values of the country are Komauthree — stringed lute, Tush Kyiz;
large elaborately embroidered wall hangings, Skirdat cushions made in shadow
pairs, other textiles; especially made from feheTraditional national sports reflect the
importance of horse riding in Kyrgyz culture. Vgygpular, as in all of Central Asia, is
Kok Boru (meaning "blue wolf"), a team game someghbetween polo and rugby on
horseback.
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The political instability and economical insuffioigy of the country are the main
negative factors of the Kyrgyzstan’s image in thald: It's also an important factor that
prevent the FDIs in the country. At that pointpier to increase the FDIs not only the
legal, political, economical problems in the coyrghould be solved but the distinctive
features of the country which are different frome tither countries must be displayed as
well. This will happen by putting forward the tatic, eco-touristic, cultural values and
wealthiness of Kyrgyzstan and by taking the attergiof the world to these factors.

But, at that point, what should be done is; to etee deeply the facts that are given
here briefly and to improve a publicity programnoe Kyrgyzstan, and in the long term
to brand the country.

The main objectives and future directions of Kygjgn’s development are comprised in
recently adopted strategic documents: the 10-yeampZehensive Development
Framework (CDF) and National Poverty Reduction t8gga (NPRS) for 2003-2005.
These documents take a holistic approach to dewedopand seek a better balance in
policy making by highlighting the interrelationshetween all elements of development
— social, structural, human, governance, envirotaheaconomic, and financial. Under
this approach, the Government is designing anchuhefiits Kyrgyz 2010 vision with the
active participation of key domestic actors — f@amient, civil society, the business and
international communities — and is developing tagamal strategy of poverty reduction.
The priority development sectors up to 2010 arerdyower, mining, tourism, agro-
processing, infrastructure, including transport ael@communications, and IT sector.
http://www.unescap.org/tid/publication/chap3d_2255.

In CDF, Kyrgyzstan decided that its dependencefbaia borrowing abroad during the
past years, which resulted in a considerable eatelebt burden, has to be reduced. The
reduction is to be compensated by both domesticfarign private direct investment.
CDF recognizes that the country has a continued faea level of capital investment
that considerably exceeds its own capacity. An rapsion of CDF is that this can be
achieved if private investment, including FDI, ieases from a level of 9.2 per cent of
GDP in 2000 to 16.8 percent in the year 2010. Tfbese attraction of direct private
investment has become a priority of governmentcgdior the economic development of
Kyrgyzstan. Macroeconomic stability, better tax @ustration, a substantially improved
financial system and much less interference of ibeeaucracy in the affairs of the
private sector are the main components of the Cétegy to encourage increased
private direct investmeniuttp://www.unescap.org/tid/publication/chap3d_255.

ECONOMY OF KYRGYZSTAN:

Despite the backing of major Western donors, inadgdhe International Monetary Fund
(IMF), the World Bank and the Asian Development Bathe Kyrgyz Republic has had
economic difficulties following independence. Iaity, these were a result of the breakup
of the Soviet trading bloc and resulting loss ofrkets, which impeded the Republic's
transition to a free market economy. The governnimast reduced expenditures, ended
most price subsidies, and introduced a value-atldedOverall, the government appears
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committed to the transition to a market economyroligh economic stabilization and

reform, the government seeks to establish a patérfong-term consistent growth

(http://en.wikipedia.org/wiki/Kyrgyzstan#EconomyToday, Kyrgyzstan's economy is

one of the 5 poorest economies in the world. Unegmpent and bribery are shown as the
main problems of the country.

THE MAIN ECONOMICAL SECTOR IN KYRGYZSTAN:

Agriculture is an important sector of Kyrgyz econorim 2002, agriculture accounted for
35.6% of GDP and about half of employment. Woaatmand dairy products are major
commodities of the country. The Republic is rinhmineral resources but has negligible
petroleum and natural gas reserves, it importsofgetm and other rare-earth metals.
Metallurgy is an importan industry and the governméopes to attract foreign

investment in this field. The governmet has activahcouraged foreign involvement in
extracting and processing gold.

Kyrgyzstan has important gold reserves and is éim¢htlargest producer and seller of
gold in the world. The Kumtor gold mine has theesdt largest gold reserves in the
world, with underground reserves of an estimated @Mnes. It is run by the Kumtor

Gold Company, a Kyrgyz-Canadian joint venture. Camn&old (Canada) holds 30 per
cent in the venture, and Kyrgyzaltyn, the Kyrgyzat&t concern for gold mining

enterprises, 70 per cefftttp://www.unescap.org/tid/publication/chap3d 225%df.)

Kyrgyzstan’s plentifil water resources and mountas terrain enable it to produce and
export large quantities of hydroelectric energy.

On a local level, the economy is primarily kiosk nature. A large amount of local
commerce occurs at bazaars and small village kiosks

FOREIGN INVESTMENTS IN KYRGYZSTAN:

Its geographical position, when compared with igghbours having limited natural
resources, its narrow domestic market effect theeiga investment’'s coming to
Kyrgyzstan. In order to attract foreign investorgrfyzstan put many economical and
legal improvements into practice.

According to official figures in the first quart&f 2005 the total foreign investment
stocks in Kyrgyzstan is over 800 million BDI became 147 million $ in 2003176
million $ in 2004 and 74 million $ in the first quarter of 2005 %55 of foreign
investments are in the capital city, % 28.5 in @bhast, and %10 is in Celalabad and
%1 is in Issyk Kul.

Despite the political instability, the most excgiand interesting points for investors are

the variety of the investment outlet. The most atlvygeous sectors in the country are
tourism, communication, and energy.
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OBJECTIVES, TRENDS AND PERFORMANCE IN RELATION TO F DI IN
KYRGYZSTAN

http://www.unescap.org/tid/publication/chap3d 2255df

FDI OBJECTIVES

Kyrgyzstan welcomes FDI, realizing that it playsital role in the development of the
country’s economy. In this regard, the Governmegtsl is to establish an open and
liberal regime for FDI including guarantees of patll treatment, non-expropriation,
repatriation of funds, access to international tembon and transparent administration
procedures. The Government places high priority liberalization, private sector

development and establishment of a market-oriestegtem in its economic policy.

Priority will be given to the diversification of dustry, with a higher degree of value-
added and finished production in manufacturinghwemphasis on a combination of
export-oriented enterprises and import-substitusivategies.

FDI INFLOWS

There has been an important decline in FDI inflaavKyrgyzstan in recent years. Net
FDI declined in 1998-2000 reflecting the completafrthe Kumtor project, a slowdown
of the privatization programme as well as uncetyaamong investors about regional
economic conditions and security caused by incossaf armed terrorists in the south of
the country in 1999 and 2000.

FDI inflows (net) to Kyrgyzstan

Hyroyz Republic
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Source:World Development Indicators 2006
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SOURCES OF FDI nttp://www.unescap.org/tid/publication/chap3d 2255df)

Canadian companies, including Cameco Gold are than nmvestors in the country
comprising 38.1 per cent of the total cumulativeestment during 1995-2001. The
second largest foreign investor is the United Stawth about 14 per cent of total
investment, followed by Turkey with 12 per centtlo¢ total cumulative investment. The
United Kingdom, Germany, Republic of Korea, Switaed, Russian Federation,
Netherlands and Italy are other large investotiéncountry.

TABLE 1: KYRGYZSTAN: SOURCES OF FDI, 1995-2001 (PERCENTAGE)

Region/country EDI inflows
Canada 38.1
United States 14.1
Turkey 12.0
United Kingdom 9.3
Germany 5.8
Eepublic of Korea 6.0
Switzerland 1.9
Russian Federation 1.6
Netherlands 1.5
Italy 1.5
Others 72
Sowrce;  NWational Statistical Agencv of Kvrevzstan.

PERFORMANCE OF FDI

The impact of the largest investment project, Kungmld mine, on economic growth and
on improvements in the trade balance and balanpayhents, and most other important
macroeconomic indicators has been positive. Thee@orent, continuing its efforts in
searching for financially strong sponsors inter@steinvesting, certainly will take into
account its experience gained in the implementasicthe Kumtor project with regard to
attracting technology and management skills agdiresbenchmark of best international
practices, especially in the mining industry.
(http://www.unescap.org/tid/publication/chap3d_ 255

FDI can stimulate technology transfer and technobdgcapacity-building, as well as
human resources development. It would be relativety early to judge the extent to
which established FDI is having an impact on tlal@conomy in the sense of backward
linkages. However, it may be noted that the localrkforce, including technical
specialists, remains an important source of skilezbur for investors. In the Kumtor
gold mine for example, local personnel comprisesual®3 per cent of a total of 1,500

16



employees, including high-level specialists in Metgy
(http://lwww.unescap.org/tid/publication/chap3d 22%9%).

TABLE 1: KYRGYZSTAN: SECTORAL DISTRIBUTION

Sector EDI stock
Mining 55.0
Industry 58
Construction 59
Eetail trade_ catering and services 211
Transport/telecoms 1.2
Others 11.0

Source: MNational Statistical Agency of Kyrgyzstan.

STRENGTHS, WEAKNESSES , OPPORTUNITIES and THREATS
http://www.unescap.org/tid/publication/chap3d 2255%df

STRENGTHS:

Experts assess Kyrgyzstan as a relatively econdlsniable and attractive, as well as
politically stable environment. Representatives fafeign investors and independent
observers highlighted the following factors as Kggfan’s strengths.

a. Attractive Natural Resources Endowment: Kyrgyzstan has substantial natural
resources, including gold and several other noredesr metals, huge resources of hydro
energy and water resources. Kyrgyzstan also had rpotential for development of
tourism field because of the natural beauty omtsintainous areas. The country offers a
variety of activities for adventure tourism, inclng heli-skiing, rock-climbing,
mountaineering, trekking, horse-riding and equastsports.

b. Geographical Location: Kyrgyzstan is a transit country with the potent@become

a major route for transit of goods through the gpant corridor of Central Asia. This
route will be developed within the TRACECATRACECA stands for Transport
Corridor Europe-Caucasus-Asia. This is a TACIS @pean Union’s technical assistance
programme supporting the development of market @oigs and democratic societies in
CIS and Mongolia) programme supporting the develapnof communications (roads,
railways, air transport, telecom) between the CswsaCentral Asia and other CIS
countries and especially the transport links to &woan these countries to Europe.)
Programme envisaging connecting European and GHismsmnese markets using
Caucasian and Central Asian countries as a trhobit To use this potential effectively,
Kyrgyzstan must attract huge amounts of investnoapital for the development of its
transport infrastructure, including a new railwaorh China through Torugart in
Kyrgyzstan to the Fergana Valley in Uzbekistan apdrading and developing its road
network. Another option is the development of atNeéouth transport corridor from the
Russian Federation through Kazakhstan, Kyrgyzstah @hina, using the Karakoram
highway to the seaport of Karachi, which means ssx¢e the markets of Pakistan and
India. Kyrgyzstan’s location, in close proximity ®merging markets of the Russian
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Federation, Central Asia and China, presents dppities to serve as a hub for transport
and other services, as well as to serve as an teplatiorm.

c. Educated, skilled and motivated workforceThe levels of education and skills of the
workforce in the country and its high level of nwatiion is widely recognized by
established foreign investors. Although highly eated, the average monthly salary of
the local workforce remains under US$ 15.

d. Stable macroeconomic situation:A prudent macroeconomic policy, a stable
macroeconomic situation, and a stable currencyganerally viewed as positive factors
by investors.

WEAKNESSES:

a. Corruption: System can be characterized by weak administrateonack of
transparency and widespread corruption. In theeguoonducted within the framework
of a UNDP project, corruption is defined as the angjbstacle in the implementation of
economic reforms by 39 per cent of businessmenaarttie largest threat for society by
40 per cent of businessmen. Twenty-four per cemégiiondents regarded Kyrgyzstan as
one of the most corrupt countries, 14 per ceniketl that in Kyrgyzstan there is more
corruption that in other countries, and 40 per cehtrespondents perceive that in
Kyrgyzstan corruption is as pervasive as in theonitgj of other countries. (Corruption in
Kyrgyzstan, UNDP, Bishkek, 2000.) According to theta provided by the World Bank
Institute, for Kyrgyzstan the probability of losimyestment owing to corruption within a
5-year period is estimated at 70 per cent. (Cotporasponsibility and national
governance, World Bank Institute, 2001.)

b. High external debt of Kyrgyzstan: Despite the recent rescheduling of Kyrgyzstan’s
external debt by the Paris Club, the debt indicatemain excessively high and the debt
situation in the country remains vulnerable to frddhocks that could compromise its
capacity to honour its debt.

c. Poor infrastructure: Kyrgyzstan faces the urgent need for improvementit®f
infrastructure, particularly of the transport irdaicture, if it wants to exploit its potential
as a transit country. The national infrastructuméerited from the Soviet period, is in
poor condition and requires extensive investmend ampgrading. Significant
improvements are also necessary in the power sespecially in municipal utilities.

d. Regional constraints:Conditions which Kyrgyzstan is unable to contratluding its
remoteness from major international commodity misrkand limited access to other
regional markets, seriously complicate efforts ttoaat investment. Given the small size
of the domestic market, the country is extendisgeitforts to negotiate lifting existing
restrictions imposed by Kazakhstan and Uzbekistarntoforeign trade. It is expected
that entry barriers and high transit fees for Kyr¢nansporters and goods will be reduced
and become more favourable in the process of regnis on these countries’ accession
to WTO.

e. Difficult business environment:Weaknesses in public policy, poor legislation, latk
transparency and consistency in their implemematssulting in unfavourable business
conditions are identified as significant weaknes3é® unpredictability of the business
environment; wide discretionary powers given toigellaw enforcement agencies, and
tax and customs authorities; difficulties in enforent of legal rights and lack of
confidence in the court system, and widespreadiptian all result in increased costs of
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doing business. In the last two years, the Govemirhas been committed to develop a
more investor-friendly environment. Various minissrand agencies have been subject to
specific reforms which, if implemented, should ¢dnite to improvements in this area.

f. Overall assessment of current competitiveness dri-DI: Kyrgyzstan has substantial
mineral resources, and in the mid-1990s attractetsiderable amounts of FDI in the
mining sector. However, Kyrgyzstan is facing a lhyghhallenging task of ensuring
sustainable economic growth, taking into accoung level of foreign debt that will be
difficult to service in the future unless considdeaamounts of FDI will be attracted to
the country. In this regard, the country will ngedgive impetus to structural reforms,
including strengthening of the financial sectoryatization of large State companies, and
to arrive at a more diversified economy through eragzation of its major sectors and
development of the physical infrastructure. Kyrdgms also has the opportunity to
become a major transit route in the transport dorrbf Central Asia and in the longer
term may also develop its free economic zones axpart platform in supplying goods
and services to the regional markets. In turningséh opportunities into reality,
Kyrgyzstan is facing serious constraints in therfoof weaknesses in the regulatory
system and administrative regime governing busin@sgse weaknesses are major
obstacles to accelerating FDI and developing thenttg’s priority sectors. To address
this challenge, Kyrgyzstan has to improve its itvesnt climate significantly.

g. Political strains: Since the “Tulip Revolution, the political straimsthe country keep

going.

OPPORTUNITIES:

a. Priority of Government Policy: Attraction of FDI has become a priority of
government policy for the economic development gfdyzstan. The Government has
been committed to develop a more investor-friermlyironment. Various ministries and
agencies have been subject to specific reforms;hwiifi implemented, should contribute
to improvements in this area.

b. New Tax SystemA comprehensive Tax Code enacted in 1996, updat&€99. And
the new one has just accepted by the Parliament.

c.Free Economic ZonesKyrgyzstan has four free economic zones (FEZs), nlost
active of which is FEZ Bishkek which has been fioruhg since 1996. FEZs operate
under the Law on Free Economic Zones (1992, laginded in 2001). According to the
law, the companies operating in FEZs are exemptad &ll kinds of taxes, duties and
payments for the period of the activity within tREZs.

THREATS:

Political conditions and stability are the main gomiimary components that FDIs are
looking for in the countries. But unfortunately,eevthough the attraction of FDIs is the
priority of the KG government, political strainsdaimstability appear to be the main
cause of concern for the KR. And it also discousate FDIs.

KYRGYZSTAN: CONSULTATIVE COUNCIL ON FOREIGN INVESTM ENT:

The Consultative Council on Foreign Investment wsablished in 2001 to encourage
foreign investment in Kyrgyzstan and to provideaim for investors and government to
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express and exchange their views and to ensuredioation and consistent
implementation of measures related to improvemérnthe investment climate in the
country. The Council is chaired by the Presidenbhe Tmembers of the Council
representing the Government are the Prime Minigter Special Representative of the
President of Kyrgyzstan concerning attraction @éign investment. The members of the
Council representing the business community areesgmtatives of international
financial institutions and representatives of ti@ainatic corps accredited in Kyrgyzstan
as well as three representatives of foreign congsaactive in the country. The Council’s
meetings take place quarterly. The Council makessiaes through open voting by a
simple majority of all members present at the nmgetAmong the issues discussed in the
sessions were lack of efficiency and transpareridii@@administrative system and other
impediments which are hindering the implementatioh the Investment Matrix,
preparation of amendments to the existing laws aritbducing new legislation,
coordination of donor organizations assistance,swayd means to legalize the shadow
economy, etc.

MAIN INVESTMENT AGENCY AND OTHER AGENCIES IN KG

To assist foreign investors with a variety of issube Investment Attraction Centre was
established under the State Committee on StateeRyognd Direct Investment Attraction
in 2001. The functions of this body are as follows:
Implementation of the country’s policies on foreigmestment attraction;
Search for investment partners;
Publicizing investment opportunities in Kyrgyzstan;
Providing investment legislation and other relatefdrmation to potential and
existing investors;

e. Carrying out monitoring processes during the cowké@nplementation of the

investment projects.

A “one-stop shop” for investors, facilitating themreeds in the registration process,
obtaining all the permits and other official appbvdocuments necessary for
implementation of investment projects has beerbésked within the Centre. The Centre
is also responsible for implementation of other etous responsibilities related to
improvement of the investment climate, implemenota@nd modification of legislation,
image-building, etc. The total professional stdfftlee Centre is about 17, 5 of whom
work at “one-stop shop”. However, the resourceghid agency are very limited to
accomplish the assigned tasks. Following the Kiggyzstan Investment Summit held
in July 2001, during which the main features ofeavrinvestment policy of the country
were discussed, the institution of Special Repragiee of the President of Kyrgyzstan
concerning attraction of foreign investment alorihva Secretariat was created. SSRP is
currently engaged in formulating the specific measdor removal of administrative and
other barriers and creating business-friendly e@mitent to be included in the
Investment Matrix, and monitoring of their implent&ion. The Secretariat is also
responsible for the preparation of necessary nadgeand facilitation of sessions of the
Consultative Council on Foreign Investment establisin 2001 by the Decree of the
President. SSPR was not set up, however, to bgeuive agency and is not part of the
Governmenthttp://www.unescap.org/tid/publication/chap3d_2265.

oo
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THE PRINCIPAL MEASURES TO ENSURE EFFECTIVE ATTRACTI ON OF FOREIGN
INVESTMENTS TO ELIMINATE CURRENT BARRIERS AND TO ST RENGTHEN
MARKETING POLICY OF KYRGYZSTAN
(approved by Order of the Prime Minister of the ¢z Republic 352-r, dated 25 September 2001)

Soluti . Responsibility qum‘ku Business Donor
Solutions Time i Kenesh . .
{Government) . community agencies
(Parliament)
I. Financial
1.1 5trengthen 15/02/02 | National Bank, | Commuttee Legal expert
banking Corporate on budget
corporate velopment | and finance
governance Center,
policies (to make Prime Minister
amendments into Office
Law in order to
reduce crediting
to employees,
their relatives and
other msiders).
1.2.Coordinate 15/02/02 | NBER Commuttee on | Kyrgyz EBRD
development of Prime Minister | budget and Investment
the banking Office finance and Credit
sector with the Bank
CDF strategy.
1.3 Feform of tax 16/11/01 | Mimstry of Commuttee on | Celestial USAID/
systeny Finance, tax, customs Mountains BARENTS/
State Tax and other fees | Tour Fiscal Reform
Introduce fair, Inspectorate, Company
compefitive Division of
corporate and Finance,
personal tax rates. Prime Minister
Office
Modify tax system | 15/02/02 | Mimstry of
to malke it easy for Finance,
the administration State Tax
(patent, corporate Inspectorate,
and SME). Prime Minister
Office
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foreign investors.

Office

foreign
ECONOIMIC
activity

= Addto the Tax 15/02/02 | Mimstry of USAID/ARDY
Code special Tustice, Checchi/
statement on the Minmistry of Regulatory
ordering of tax Finance, Reform
inspection checks. State Tax
Inspectorate,
Prime Minister
Office
1 4 To include in the 16/11/01 | NBKER, Legal Expert | USAIDY
plan of the Mimstry of ACDI'VOCA
Government Justice, USAIDVARTY
drafting of micro- Ministry of Checchi/
finance law. Finance, Commercial
Ministry of Legislation
Labour and
Secial
Protection,
State
Entrepre-
neurship
Comimittee,
Prime Minister
Office
1.5.To direct 15/02/02 | NBEE, Committes on EBRED
attracted credit Minmistry of budget and
lines on the Finance, finance,
private sector Division of Committes on
support without Finance, foreign
sovereign Prime Minister | economic
government and Office activity
National Bank
guarantees.
1.6.To consider the 15/02/02 | NEBKE, Committee on | Demuir
possibility of Prime Minister | budget and Kyrgyz
capitalization of Office finance, International
banks in hard Committee Bank
CUITENCies. on foreign
£CONOIMic
activity
1.7. New banking 15/02/02 | NBEE, Commuttee on | Demir
laws should have Ministry of budget and Kyrgvz
equal terms for Tustice, finance, Internatienal
domestic and Prime Minister | Commuttee on | Bank
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1.8 To develop new 15/02/02 | Mimstry of Committee IGOCA, TACIS/
laws on Finance, on budget BNC Securities
regulation of Ministry of and finance Securities markets
activities of Labour and development
private pension Seocial
and investment Protection,
funds. NSC,

Prime Minister
Office

1.9 Promote non-cash | 15/02/02 | Mimstry of Committee on | National
transactions Finance, budget and Bank of
(credit cards, NEBEE. finance Pakistan
traveler’s cheques, Prime Minister
cheques). Office

1.9.1. Revise 15/02/02 | NBEER. Committee on | Legal USATDVARTY

collateral law. Corporate budget and Expert, Checclu/
velopment | finance Demir Commercial

Center, Prime Kvrgvz Legislation

Minister Internaticonal

Office, Bank

Ministry of

Justice

1.92. Toinclude in 16/11/01 | NBEE. Committee on | Lebouef & USAIDVARDY

the plan of the Ministry of property, Lamb, Checchy/
Government External privatization Greene & Commercial
drafting of Trade and and licensing | MacRae Legislation
a leasing law. Industry,

Ministry of

Tustice,

Prime Minister

Office

II. Administrative

2.1. Provide liberal 16/11/01 | Mimstry of Kvrgvz USATDY
visa regime for Toreign Association | PRAGMA/
business people Affairs, of Tours Trade and
and tourists from Ministry of Operators Investment
selected countries Internal
(1.e., obtaining Affairs,
visas at primary Prime Minister
ports of entry). Office

2.2 Ensure 15/02/02 | State Entre- Hyatt USAID/ARDY
consistency and preneurship Regency, Checchy/
continuity in Committee, IGOCA Regulatory
governmental State Reform,
decisions related Committes USATDY
to business and on State PRAGMA/
investment Property Trade and
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development. Management vestment,
The and Aftraction ADB
implementation of Direct

of government Investment,

policy in this Prime Minister

area should not Office

be connected to

personal changes

in government

Mnistries.

2.3 Revise the 15/02/02 | State Entre- Committee on | Kumtor USAID/ARTY
regulatory svstem preneurship property, Cperating Checchi/
(licences, Committee, privatization Company., Regulatory
certificates, Prime Minister | and licensing CAVITAL, | Eeform,
permits, Office Stella Foods | ADB, GTZ
inspections, etc.) Ltd.
to eliminate
duplicative and
UNNECessary
regulations.

Only regulations
on business
activities
necessary to
protect against
health, safety and
security risks
should remain.
Level of
regulation should
correspond to the
level of risk.

2.4 Organize 15/02/02 | State Hrvatt USAIDVARDY
“one-stop shop™. Commirttee Regency, Checchi/
where all on State BNC Regulatory
necessary Property Securities Reform,
information, Management USAIDY
consultative and and Attraction PRAGMA/
administrative of Direct Trade and
support will be Investment. Investment,
provided to the State Entre- ADB
investors free of preneurship
charge upon Committee,

regulatory
documentation
receipt to make
business in the
republic.

Prime Minister
Office
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COUNTRY IMAGE AND NATIONAL BRANDING PROCESS TO ATTR ACT
FDIs TO KYRGYZSTAN:

FDI is very sensetive to political strains, and qee@n the society and the economic
stability in the country. Those components alsoehaw important effect on the image of
a country. The lack of one of them not only dritles FDIs away from the countries but
has negative effect on the image of the countrythadational branding as well. In other
words, the inflow of FDIs and country image hawesel relations. In order to support this
idea, we can check the decrease in inflows of E®kyrgyzstan in 1998 — 2000 (mainly
because of the economic fluctuation in Russia),iarttie first quarter of 2005 (because
of the revolution in KG.)

Eventhough KR has done many attempts to attradefie up to know they don’'t seem
sufficient enough. Today, they have investment aigsnweb siteviww.investment.kyy
etc. but doesn’t work proper enough. In my poinviefnv, another thing which is lack in
the country is the effort of promoting the courdnd developing a country image.

But, developing a positive country image and aamati branding are not easy. First of
all, developing a positive country image and aarai branding must be done according
to a definite programme. And in order to operatd firogramme properly, many factors
and process should be considered carefully. Irchiaet below, components and process
that are needed are displayed.

These steps in the process are not only valid fog¥zstan but for all the other countries

as well. The only important and different thing dneis that, every country has its own
specific properties that should be considered.
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TO DEVELOP THE COUNTRY’S BRAND VALUE and ITS SUSTAI NABILITY

TO SET UP AN EFFECTIVE WORKING GROUP

- GOVERMENT

Ministries, local governments, political groups;.et

- PRIVATE SECTOR

Opinion leaders in economic area: Chamber of
commerce, exchange market, trade unions
Opinion leaders in social-cultural areas:
Universities, professional organizations like art,

sport, etc.

TO ANALYZE THE EXISTENT SITUATION
- Corporate images in the country
- The international image of the country
- Coherence between existent situation and thechome

'

TO CHOOSE THE EFFECTIVE
COMMUNICATION TOOLS
- Basic tools:
The symbol of the
country
Catchy slogan, etc.
- Mass media
Tv
Cinema
Internet
- Properties of the country
Culturel
Scientific
Political
Economic

TO MODIFY THE COUNTRY’S BRAND VALUE
- Country image
- Qualities of the products
- Preference rate of the country’s products atrmatonal area
- Basic properties that remind the country (asg@n betwee
country image and country products)
- Awareness and promotion rate of the country
- Promotion policy of the country

—»

BRAND VALUE OF A
COUNTRY

WHAT CONTRIBUTES BRAND VALUE OF A COUNTRY
- On behalf of Citizens:
* vanity,
* faith, trust
* productivity
* to cover citizens’ future
* economic improvement
* enrichment
* social improvement
- On behalf of the country itself in international are:
* credibility
* improvement in tourism
* leadership in problem solving at internationagar
* export increase
* trading advantages




As it is seen in the table;

The first step of the process of country branding developing the country’s
image is to set up an effective working group. ThHective working group
consists of public and private opinion leaders laake full authorization

The first thing this group will do is to analyzéemal and external existent image
and perceptions and then to develop ideas to attinecmain target. How the
country is known in the international area musshpplied and situation analysis
must be done by this group.

The values and true facts of the country must la¢yaad.

Country Branding is a long term effort and becaokéhat it first starts with
comparative advantage of the country. The weak sirmhg properties of the
country in location, market size, the exists of the@ustrial groups, zone trades,
educational level of the population, tax — inceesiv skilled labor, trust,
competitive advantages must be considered in detalil

Being depend on the chosen sector for country lmgndhe perceptions and
images must be identified. The existing situatie@hsthose countries must be
considered.

Coherence between existing and constituted situatiost be done.

Marketing strategy must be determined.

Charming slogan, visiual images and symbols, @fiaveb site and other
necessary tools must be designed.

The changes and developments in the world mustlgibe followed.

Following these steps mentioned in the table, thadvalue of the country will exist. As

seen in the table, this process is an ongoing psoaad this part is the most important
part of the process. Analyzing the existing sitratfrequently gives the chance to
control the process.

CONCLUSIONS:

Developing a country brand is a difficult and coexlprocess. But despite all these
difficulties and intensive process, it will havesjtove and permanent effects in the long
run. It provides trust, vanity, productivity, erfiiment, social improvement to the citizens
of the country while providing credibility, improreent in tourism, increase in export
revenue, trading advantages to the country itself.

Especially; in today’s world - in the impact oktlglobalization, branding a country and
developing the positive images of the country browmparative advantages to the
countries. This “struggle for existence” is diffitbut not impossible for Kyrgyzstan as
well. Kyrgyzstan has valuable assets. But besitlas administraters have desire and
necessities for FDIs. KG has a web sitev{v.investment.klj but unfortunately doesn’t
work properly. KG also has investment and otheratesl agencies. But what is
nonexistent is an effective working group and, laxdfkthe competent and efficient
officials in government services.
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