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Dear ladies and gentlemen,
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 It my pleasure to welcome you all, participants of the second Consultative Group Meeting, representatives of leading international agencies and donor countries, to Bishkek. I also take this opportunity to thank you for your sincere desire to help our country in the process of social and economic reforms. 

The past CG meeting held two years ago brightly demonstrated general intent of the state, civil society and donor community to improve the quality of reforms and eradicate poverty through partnership and cooperation. As was pointed out in the final paper of that meeting, the level of participation and openness of discussions was truly new for the Central Asian region. 

The ground, principles and procedures for such mutually beneficial cooperation were laid out in such strategic papers as Millennium Development Goals, as well as Comprehensive Development Framework of the Kyrgyz Republic to 2010 and National Poverty Reduction Strategy. 

Today we can say with confidence that new cooperation processes helped to achieve tangible results practically in all development areas. More importantly, we managed to make the reform outcomes work for the benefit of an individual.   

The reform experience and implementation of CDF and NPRS showed that the level of civil society participation in development activities established a new precedent for the Central Asia. I would like to assure you that dynamism and activity of our cooperation have not reduced. It is my strong opinion that Kyrgyz Republic has created a know-how of unique mechanisms of participation and partnership among government agencies, civil society, private sector and donor organizations. 

            Partnership mechanisms, developed in the CDF process, became a foundation for a truly new process of harmonizing foreign aid provided to the country. As you all know, Kyrgyzstan became a pilot country for donor aid harmonization in accordance with the Rome Declaration on Harmonization. 

            Harmonization and coordination of foreign aid during formulation and implementation of social and economic sector policies should become the main element of this process. The reform process should be owned by the country. Reforms of economic and social sectors should be based on internal impulses, and foreign aid should serve only as a development instrument and catalyst of Kyrgyz society efforts on all levels. Only following this way can we create a new approach to foreign aid that will be based on the needs of the Kyrgyz society, which is known as client-oriented approach.  

            Good progress has been made in this area during the past two years. We have created joint donor aid coordination commission, developed draft of the National Action Plan for Harmonization of Foreign Aid, and introduced a number of mechanisms for coordination of donor and Kyrgyz government activities. In other words, good framework was set for reflection of country development priorities in donors’ procedures on approval and provision of country assistance. In this context I consider the increased grant assistance to the country as a sign of positive evolution towards better consideration of country interests.

Thanks to successful cooperation among the civil sector, the state and donor community we can observe tangible outcomes of our reforms. The first systemic analysis of reform outcomes was presented in the NPRS Progress Report, which was approved by the National CDF Council. The paper also received positive review from the executive boards of the International Monetary Fund and the World Bank. 

 

Dear participants of the Consultative Group meeting,
Reduction of poverty is the core of the extremely complex adjustment process outlined in the CDF and NPRS papers. The process is based on social mobilization movement, which aims to tap all internal reserves - of individuals, local communities, as well as the state – in the process of eradicating poverty. Its main idea has been absorbed by every citizen, and is supported by all strata of the society, especially on the lower level. Becoming a national idea, social mobilization helped to address many burning local issues and contributed to social self realization of the poorest. This is the area where donor support brings quick and visible results. Thanks to social mobilization process over 88,000 families improved their living conditions in year 2003 alone.  In the past five years we managed to reduce poverty by more than 15 percent.   There is a clear trend of real growth of average salary. Its level has been rising in the past three years by more than 10% a year. In 2004, teachers and doctors saw 30 percent increase in their salaries. As a result of economic growth people of Kyrgyzstan receive better social guarantees and quality of life improves year after year.  

With adoption of CDF strategy in 2001 we have stepped upon the path of sustainable and consistent increase in the share of social expenditures in the state budget. In 2003 this figure reached 57%, versus 50% in 2000. Social security measures helped to reduce income distribution gap, which is indicated by the improvement of Gini index from 0,45 in 2000 down to 0,40 in 2003.  I am confident that in 2004 all these indicators will improve, which is suggested by a number of indirect indicators such as 9.5% increase in nominal income of the population in the first nine months of 2004, with nearly zero inflation and 8.4% increase in real salaries. 

Social sector reforms are aimed at strengthening these positive developments. Reforms in the retirement benefit system, education, and healthcare are priorities. Kyrgyzstan chose to move from distributive retirement benefit system to a new model of retirement security. As an example of fruitful work in this area I would like to mention 96% coverage of citizens by personified registration compared to 2% coverage at the start of the reform. Financial situation in the Social Fund, mandatory medical insurance and employment funds is becoming more sustainable. Retirement benefits are paid out on time and almost fully in money.

With support from the World Health Organization and the World Bank Kyrgyzstan was able to carry out structural reforms in the health sector, where we introduced market mechanisms. These changes have been accompanied by necessary legislative adjustments. Gradual introduction of new funding, budgeting and budget execution mechanisms in health institutions is happening throughout the country. 

Approval and enactment of such fundamental documents as Education Development Concept to year 2010 and the new Law on Education comprised an important step forward in the education.  

Invaluable assistance in development of education is provided by such international agencies as the World Bank, Asian Development Bank and others. The educational system of the future should meet requirements of the economy for high-quality skilled labor force. 

I would like to emphasize that accessibility of medical and educational services for socially vulnerable groups will remain the main indicator of success of health and education reforms.

We have activated work on improvement of the labor policy. Newly adopted State Employment Policy Concept Paper and the new Labor Code will contribute to liberalization of the labor market and creation of more job opportunities. Using this opportunity I would like to note the invaluable assistance being provided in this area by the European Commission, International Labor Organization, UNDP, and GTZ. 

We pay special attention to implementation of gender equity principles. In March 2003 government adopted the Law on Basic State Guarantees for Gender Equity. Another major development was elaboration of the National Action Plan for Achievement of Gender Equity in the Kyrgyz Republic, which is a foundation for implementation of Beijing Action Platform, Convention on Liquidation of all Form of Discrimination against Women, and fulfillment of Kyrgyzstan’s commitments to the world community. 

Indicators adopted by the UN as key measures of achievement of Millennium Development Goals have improved as a result of actions taken in the social sector. In the past three years, Human Development Index of Kyrgyzstan rose from 0,719 up to 0,728. Hence, we can assert that Kyrgyzstan has generated sufficient capacity to make a dramatic breakthrough in poverty alleviation. 

 

Distinguished participants of the meeting,
 Macroeconomic and structural reforms in the Kyrgyz Republic aim to reduce poverty and lay a foundation for sustainable economic growth. PRGF has helped to ensure macroeconomic sustainability. I can say with full confidence that all our commitments under this Facility have been successfully fulfilled. It is enough to say that our country has one of the most stable national currencies and lowest inflation in the CIS area. In 2003 and 2004 our GDP growth rate (around 7%) brought us onto the development path outlined in the CDF.

We managed to reach significant progress on debt rescheduling in negotiations with the Paris Club. Second phase of negotiations, to be held in the coming spring, will be another durability test of reform outcomes. Achievement of economic affordability of foreign debt is an important condition of success in poverty reduction. In relation to that we look forward to further active assistance from the donor community.    

We’ve been working very actively in the past three years to improve the investment climate. Investment matrices - in itself examples of consultative approach to policy formulation - are meant to eliminate barriers for foreign investments and have already substantially improved the business environment. It suffices to say that volume of direct investment in the first six months of 2004 has increased by 50 percent compared to the same period of the last year. 

As a result of joint efforts on elimination of trade barriers and expansion of trade with WTO member-countries we were able to increase exports. In the first nine months of the current year exports increased by more than 40 percent compared to the same period of last year.

Improvement in economic growth indicators was a result of persistent implementation of structural reforms in the following areas. 

The country is actively tackling banking sector reform with consideration of recommendations made by international financial institutions. Capitalization of banks and real sector crediting has increased. A set of measures is being developed to further improve legislation, legal and judicial systems, strengthen public oversight and bank supervision.  

Energy sector reform is one of the most critical reform issues. Energy sector has been reorganized and restructured. Just last month the Security Council of the Kyrgyz Republic developed a set of drastic measures for enhancement of energy sector reform, that will help to i) pass legislation necessary for the next phase of privatization in the sector, ii) reduce quasifiscal deficit, and iii) improve financial state of energy enterprises. Further reform in this sector will be carried out taking into consideration donor recommendations.         

Infrastructure development is a necessary condition of sustainable economic growth. It is important to admit that implementation of the Public Investment Program (PIP), which was developed jointly with the donor community, made a major contribution to economic growth. Large projects such as Bishkek-Osh Road Rehabilitation, Manas Airport Rehabilitation Project and many other are excellent examples of effective cooperation between the government and international organizations. Taking into account Kyrgyzstan’s commitment to reduce PIP, we must jointly elaborate new approaches to its formulation that could guarantee inclusion of really necessary programs and projects. 

In relation to this, PIP must take into account such priorities as development of food processing sector and tourism. In agricultural sector we pin much hope on success of the World Bank “Agriculture Marketing and Agribusiness Development Project” and Asian Development Bank “Chui Region Project.” We are also sure that implementation of projects in tourism sector with the help of such donors as Switzerland, Japan, European Commission, Aga Khan Foundation and many others will help to make a serious change in the sector.

Small Town Infrastructure Development Project supported by the World Bank will also help to even out development level of country’s regions.

            We extend our gratitude to the donor community for its efforts in addressing regional problems. Donor support of international regional forums helped to define development priorities for the whole Central Asian region. Implementation of recommendations made at these forums and regional investment projects, such as Bishkek-Almaty, and Osh – Sary-Tash – Irkeshtam – Kashgar road rehabilitation projects in many respects will facilitate cooperation in the Central Asian region.

 

Distinguished participants of the Consultative Group meeting,
We all understand very well that social and economic reforms will not bring about any desirable result if they are not supported by serious administrative reforms. A lot was done in the past three years to address this. Three years ago we launched active administrative reforms on the grass-roots level by introducing local self-governance mechanism on the level of ayil okmotu (village cluster management). These bodies currently actively initiate and implement innovative approaches to tackling social and economic issues. Thus, local communities perform many state functions on the local level. 

Constitutional reform, launched last year, helped to complement administrative reforms from the top. Many powers of the President were transferred to three branches of state power - legislative, executive, and judicial. This has helped to set necessary pace of adjustments in accordance with the requirements of time. After functional review as a result of administrative reform, the executive branch liquidated over hundred obsolete functions, and reduced staff by 3.5 thousand units.  

Parliamentary reforms are also underway. Legal regulatory framework is being improved in order to raise effectiveness of the legislative branch, existing bicameral parliament is being replaced by unicameral parliament with more powers. 

The new version of the Constitution of the Kyrgyz Republic has also laid foundation for independence and greater transparency of the judicial system, which underwent structural reorganization. Measures are implemented to improve personnel policy, enhance accountability of judges and foster judicial self-governance mechanisms. These adjustments will spread the system of checks and balances that will ensure balance between branches of power.

Thus, we see that administrative reforms are conducted with decentralization of power top-down and through activation of bottom-up approach. Newly developed and approved Governance Reform Strategy will harmonize administrative reforms with the socio-economic reform process. An appropriate implementation action plan was approved. Implementation of the strategy will be also supported by the new Civil Service Law that is meant to elevate quality, political independence, and status of civil service. The success will depend on the activity of the newly created Civil Service Agency of the Kyrgyz Republic. 

Donor community representatives took active part in the process of developing mentioned documents. I am confident that donors will facilitate coordination of foreign aid in the framework of these strategies. On our part, we have started to coordinate this process through creation of the Central Expert Group that comprises representatives of many government and donor agencies. 

Both economic and administrative measures to fight corruption are being created in the process of governance reform. The problem of corruption cannot be addressed using solely repressive methods. The fight against corruption will not be won if administrative system continues to follow principles of command economy. 

The course on deregulation that we are pursuing is an inseparable part of the administrative reform. It is hoped that it will reduce bureaucratic pressure on businesses and will expand economic freedom of entrepreneurs. 

Practical measures on creation of enabling business environment helped to reduce various permit requirements by half. Law on Basics of Technical Regulation, which comes into force starting from December 1, 2004, will reduce certification and standardization requirements 10 times while certification of products will become voluntary. 

Economic mechanisms are complemented by legislative anticorruption measures. Adoption by Kyrgyzstan of Prime Minister Tony Blair’s Extractive Industries Transparency Initiative is an example of this.  

In 2003 Kyrgyzstan became party of the UN Anticorruption Convention. New Law on Declaration and Publication of Information on Income, Liabilities and Property of People Occupying State Offices, as well as their Immediate Family Members was enacted. The law creates institutional mechanisms that will help people with clean reputation take up high state posts. New Law on Chamber of Accounts enhances independence and increases transparency of this principal auditor of the country.  All of this became possible as a result of successful implementation of structural reforms in the framework of GSAC program.

Institutional framework is strengthening. A decision was made at the latest session of the Security Council to make Consultative Council on Good Governance a single body for implementation and coordination of anticorruption measures.

Summarizing the above said I can say with full confidence that we have formed a necessary public policy frame that will help us achieve tasks set out in the governance reform. The main objective now is to reduce the gap between objectives and the outcomes, which can be done only through quality management.

             

Dear participants,
Successful implementation of comprehensive measures on social, economic and administrative adjustments gives me full right to assure you once again that Kyrgyzstan will continue to be a reliable partner of the international donor community. We will continue to strive to fulfill our commitments in full and on time. At the same time Kyrgyzstan will always support practical donor initiatives that raise effectiveness of provided assistance, enhance its coordination, and ensure flexibility of its provision and approval procedures. Better consideration of country development priorities, increased volume of grant assistance, as well as assistance in regional development is of special importance for us. On the example of our country, we welcome fulfillment of donor commitments made at international meetings in Monterey, Johannesburg, London and Rome, as well as at the past Consultative Group meeting in Bishkek.

I am sure that today’s meeting will give a renewed impetus to our cooperation. The framework of this forum allows it, as it is supposed to look at the outcomes of the National Poverty Reduction Strategy, so that together we could analyze existing issues and find solutions. We will also discuss issues of good governance and corruption so that in future we could raise implementation of our reforms to higher quality level. We will need to analyze issues of better focusing of harmonized foreign aid and efficient distribution of existing resources.

In fact, today, at this forum we will need to construct a core of future reforms that will set our country on new development trajectory. That is why we already need to look beyond the horizon of year 2005, and identify cooperation prospects for the coming medium-term development period in order to enhance the impact of joint poverty reduction efforts in Kyrgyzstan. Kyrgyzstan is the only pilot country to simultaneously implement key donor initiatives - Millennium Development Goals, Comprehensive Development Framework, and PRSP. These provide us a unique chance of making a breakthrough in the reform process using all available opportunities and having the support of the donor community. 

I am sure that existing format and atmosphere of equal partnership and constructive participation will help us find the right solution of existing problems. I would like to wish you all fruitful and constructive work guided by these important and high aims.

 

Thank you.
