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I.
Overview 

1.
This report aims to: (i) draw attention to progress achieved over the last five years; (ii) review the current situation; and (iii) outline actions required over the next five years to improve the quality and the effectiveness of education to meet and sustain the Millennium Development Goals (MDGs) for education, and provide students with knowledge and skills required by the demands of a market-oriented economy. 

2.
Since independence, the Government has undertaken several initiatives which have led to the following achievements: (i) strengthened capacity of local governments to manage schools; (ii) establishment of user fees, (iii) introduction of external assessment as the basis for university admissions, (iv) strengthened student assessment to monitor results and improved accountability, (v) introduction of performance incentives for teachers, (vi) improvement of textbook content through  competitive procedures for authorship, and (vii) encouragement of private education.

3.
Current challenges are: (i) limited financing of the education sector and inefficient use of resources; and (ii) declining level of quality of education at all levels, and (iii) declining enrollment in basic and upper secondary education.  

4.
 Priorities over the next five years are: (i) to better align analytical work with strategic priorities; (ii) to improve monitoring and evaluation of school learning performance, and (iii) to implement priority policy interventions.

II.
Current situation

5.
Increasing access to preschool education. In recent years, the government has taken efforts to reach poor preschool children, including in remote rural communities. The Early Childhood Development Project
 helps to address priority issues in preschool education. Since 2003 preschool standards have been developed and are expected to be approved by the Government. In the new standards, community based preschools have been formally recognized by the Government and the Ministry of Economy and Finance has committed to provide partial financial support. This is one step forward to providing affordable preschool opportunities to poor children. Challenges are related to short supply of early childhood education services in the Kyrgyz Republic; there were only 417 kindergartens in the country in 2004. Only one third of kindergartens are located in rural areas. Often the service is of poor quality, and inaccessible to most poor families because of fees and distance. Investments in these services do not reliably reach areas where poor families predominate, and when they do, fees and costs are insurmountable barriers to families and children who need the services most and would benefit from them. 

6.
Increasing access to and quality of primary and secondary education. Economic transition has had major implications for the quality of education in the Kyrgyz Republic. The education system needs considerable investment to improve its quality, access and participation, and to help the country to achieve and sustain the education MDGs in a broader context. In 2004 the primary education enrollment ratio was 96.8%. Basic education enrollment was 91.6% in 2003, which is below 96.4% for 2001 and the same for 2002. The net enrollment ratio for secondary education was 88.6% in 2004. 

7.
Major problems in the education sector stem from insufficient funding and associate with (i) the current curriculum, textbooks, learning performance and assessment, (ii) the state of the teaching profession, and (iii) access to education in rural areas. Curriculum modernization is a pre-condition for improving the quality of education. But the current curriculum differs somewhat from the Soviet one and continues the tradition of heavily content-based subjects. The development and implementation of a revised curriculum requires a new generation of textbooks and learning materials that reflect it. External assessments indicate that students in rural areas indicate lowest test performance results.
 The Monitoring and Learning Achievement Surveys
 indicated low learning performance of students studying in Kyrgyz and Uzbek languages compare to students studying in Russian. The shortage of teachers in rural schools, aging of the teaching corps, inability of the education system to provide adequate in-service training, outdated teaching techniques and learning assessment, and limited use of ICT are key constraints to improving the quality of education. Rural schools are dilapidated, with schools in poor areas being worst off since communities cannot afford any contributions to rehabilitate school facilities. Over 70% of rural schools operate with more than two shifts. Most schools lack learning materials and equipment, and there are severe incomplete school attendance in rural and poor areas. Teachers’ salaries are low, which result in low teacher morale and motivation. There is a difficulty to attract young teachers, particularly to schools in rural areas. In addition, the Government considers to introduce a 12 year education system. However, there are many issues to examine prior to introduction of a 12 year education system, including the curriculum, additional year, and all cost implications.

8.
Previous assistance to the education sector was provided under the ADB financed Education Sector Development Program
 and the Social Services Delivery and Finance Project
, and USAID PEAKS initiatives in reviewing sector financing, teachers training, and textbook development. Recent major interventions are ADB’s Second Education Project
 and World Bank’s Rural Education Project.
 Second Education Project will undertake modernization of curriculum, learning assessment, textbook development, teacher training, rural teacher incentive support, and rehabilitation of 90 priority rural schools. The Rural Education Project will support a new promotion scheme for teachers based on performance and salary incentives, as well as mutually complimentary activities in learning assessment, and improvements in textbook development and textbook rental fund. 
9.
Reforming Technical, Vocational Education and Training (TVET). The principal constraint to providing relevant TVET in the Kyrgyz Republic is related to the serious mismatch between skills supply and labor market demand. This has led to deficiencies in the availability of skilled labor, and inefficient use of the labor force. The economic consequences of these deficiencies are unemployment, lagging competitiveness, insufficient innovation and low productivity. Unemployed young people account for 53% of all unemployed.
 The Government considers reform of the current TVET system as its development priority to enhance employment opportunities and promote economic growth. However, the present budget allocation for TVET is inadequate. 

10.
The current TVET system lacks a comprehensive national policy, and clearly defined responsibilities linked to present and future labor market needs. There is a need to develop a curriculum strategy with active industry involvement, and a recognized national system for skills standards and examinations. At present public TVET programs for youth are largely supply-driven, and are mostly based on allocated budgets and available staff and equipment. The lack of information and resource sharing between industry and training providers creates a gap between supply and demand and lowers the quality and relevance of training programs. Teaching techniques and technical skills and knowledge of teachers, textbooks and learning materials, equipment, and teaching aids are outdated.  

11.
There is weak cooperation and interaction among the MESYP, the Ministry of Labor and Social Protection, and other public and private training providers, and as a result programs are not responsive to labor market demands.
 Need remains for development of a comprehensive demand-driven skills training system addressing training and retraining needs of unemployed or underemployed adults. ADB’s preparatory technical assistance
 will assist the Government in reviewing TVET issues and outlining policy interventions.

12.
Analysis of education sector financing. While education remains a priority for the Government, and the share of education expenditure is the largest item in the national budget (22% in 2005), the Government struggles to meet its objectives to improve the quality of and access to, education. In 2004 educational expenditure was 4.4% of GDP, and an increase of sector financing is projected up to 6% of GDP by 2008. However, in real terms, public expenditure on education has dramatically declined due to low GDP and the small public sector. 

13.
Financing of educational expenditure is channeled through central and regional governments’ budgets, and is allocated through a simple norms-based approach. The central government covers the capital cost of new schools and teachers’ salaries. About 75% of the expenditure is allocated to teachers’ salaries as categorical grants. Local governments are responsible for schools recurrent costs, including operations and maintenance. Discretionary budget resources of local governments are scarce, financing of those costs often falls on community and parent contributions. 

14.
This can be a particular burden for poor families.  Recent data indicate that parental contributions comprise 9% of recurrent expenditure on preschool education, and around 6% in general secondary education. These official figures do not reflect informal contributions, which may be significant.  In vocational and higher education, the share of user contributions is higher (34% and 59%, respectively). 
 
15.
Improvements in efficient use of resources and inequality in education financing are required to achieve the education objectives. Currently, the government’s spending is focused mostly on inputs (maintenance, learning materials, and salaries) rather than on outcomes of education such as relevance of skills, and knowledge of school graduates in a market-oriented economy. To achieve higher learning outcomes the Government would have to consider reviewing financing arrangements and implementing the per capita financing, and particularly a differentiated financing approach to target lowest learning performance schools. Special target programs should be examined for improving upper secondary enrollment, completion, and transition rates, and most importantly students’ learning performance. Consideration should be given to reallocation of funds to schools with lower performance indicators, and to schools for children with special needs. Support to poor students should be done through exemption of school, textbook, and other fees. The greater focus should be placed on improving internal efficiency (i.e. reducing student repetition and dropout rates, and overcoming teacher absenteeism) and on increasing external efficiency with students having the skills and knowledge required by a market economy. 

16. 
Lessons learned. An important lesson learned relates to continuity of the Government’s policies and support to its capacity development, which is crucial in ensuring the success of education reforms.

17.
Experience of education financing highlights that decreased central financing of education caused unfair burden of school financing on local governments and contributions from communities and parents, which led to inequality in access to, and quality of, education. 

18.
Projects implementation experiences point out importance of staff continuity to ensure sustainable capacity building to implement initiatives at central and local levels. 

19.
Experience has shown that stronger donor coordination, information sharing, and harmonization of activities and implementation is required to achieve significant results in the sector reforms. The International Advisory Council on Education
 is one of the mechanisms of the coordination process.   

20.
Consultations with civil societies and private sector. There is need for strong policy dialogue and consultations with broad stakeholders (i.e. central, regional government, ayil okmotu, and parliament, parents and teachers associations, business) on financing
 education, modernization of the curriculum, learning assessment, and participation in the accountability process. All initiatives should be accompanied with advocacy programs to ensure broader public understanding and support.

III. Priority actions for the next five years

21.
Gaps and synergies in the education sector are related to (i) analytical work, (ii) monitoring and evaluation, and (iii) joint efforts to address priority policy interventions. A possibility of a Sector Wide Approach (SWAp) in education needs to be assessed.  

22.
Analytical work should be better aligned with the strategic priorities of the country, to ensure that a joint analytical work by the development partners has higher relevance to education outcomes and impact. In addition, the institutional capacity of the Ministry to carry out analytical work will be strengthened by establishing a new education budgeting and strategic unit at MESYP, supported under the Rural Education Project, and by active participation of the Ministry professionals in carrying out priority education studies, supported under the Second Education Project.

23.
Monitoring and evaluation should be closely linked with financing of education, and assessment of schools learning performance. The evaluation of school performance will ensure that funds are used more efficiently and to identify targeted interventions for improvement. Synergies on monitoring and evaluation of indicators and outcomes can be based on the current ADB Second Education Project and World Bank Rural Education Project.

24.
Policy intervention priorities. The key priority is to improve the financing of education through a different approach in allocating resources to schools, teachers’ salaries, and teachers training. A priority is to target poor, rural, and disadvantaged students to ensure universal access to quality education. Another priority is to improve the sector’s internal efficiency, in utilization of limited resources, and education management. It is important to link all interventions to results. 

25.
The government’s priority of introducing a 12 year system should be carefully analyzed, and costed before implementation. A study focusing on this will be undertaken under the Second Education Project. 

26.
The Government should ensure that salary increases for teachers and other interventions are financially sustainable. Although the Government plans to increase public expenditure on education up to 6% of GDP by 2008, ways of ensuring long-term sustainability must be considered, including in some cases, consolidation of schools. 

27.
Each initiative should be carefully prioritized and costed, and institutional capacity at central, regional and district levels should be strengthened to ensure successful implementation of policy interventions. 

28.
Priority analytical and advisory activities for policy interventions are:

1) Develop a clear education strategy with objectives and priorities prior to implementation of any initiatives, incorporate policy recommendations of previous studies. 
2) Assess education financing and review innovative financing mechanisms to improve completion and quality of education.
3) Review introduction of a 12 year education system, feasibility, costing, and recommendations.

4) Assess institutional capacity of public and private stakeholders in the provision of education and training, and define clearly their roles and responsibilities. 

5) Develop strategies to stimulate the provision of private training and education, particularly in early childhood education and vocational training. 

6) Develop a 'national human resource development strategy' linking labor market needs, including strategies and incentives to improve industry participation in the provision of skills training for adults and youth. Establish a flexible system of demand-driven short courses. 
7) Develop a "life-long learning system" addressing the needs of adults; including strategies to promote non-formal education, and build pathways between the formal and informal system. 

8) Study the use of ICT in basic education.
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� IMF. 2004. Country Report 04/200: Kyrgyz Republic – Poverty Reduction Strategy Paper Annual Progress Report. Washington, D.C


� Vocational education is offered at two levels and administered by two ministries. Primary vocational education is administered by the Department for Vocational Training and Education (DVTE) under the Ministry of Labor and Social Protection (MLSP) while mid-level vocational education at the post-secondary level falls under the responsibility of the Ministry of Education (MOE). 





� ADB. Draft paper on a Technical Assistance for Vocational Education and Skills Training Project for the Kyrgyz Republic. 2004. Manila.


� ADB. 2005. Report and Recommendation of the President to the Board of Directors on a Proposed Asian Development Fund Grant to the Kyrgyz Republic for the Second Education Project. Manila.


� IACE was established in 2003. MESYP took over chairing the Council in October 2004.


� Activities funded under the USAID projects.


� ADB’s advisory technical assistance will assist Central Asian governments, including the Kyrgyz Republic government to assess use of ICT in basic education, and draw policy recommendations.
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