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JOINT COUNTRY SUPPORT STRATEGY FOR THE KYRGYZ REPUBLIC
I. HEALTH

1. Review and analysis of the current situation in the health sector 
Health care reform in the Kyrgyz Republic has been ongoing for 10 years within the framework of the Manas National Health Care Reform Program (1996-2005). Implementation of Manas I resulted in the development of an internationally-recognized health reform model with the following three main building blocks:
· Increasing the focus on primary health care and introducing family medicine. Clinical protocols were developed and introduced on the basis of evidence based medicine. All primary care doctors were retrained in family medicine and the use of guidelines. The State Guaranteed Benefit Package (SGBP) was established with the aim to provide free Primary Health Care (PHC) services to the entire population. The Additional Drug Program (ADP) provides subsidized prices of 54 drugs (covering PHC related conditions) to insured citizens. 

· Restructuring service delivery. To create a more streamlined, “patient focused” and “primary care oriented” health system that is less costly to operate and has better health outcomes in the long term. Restructuring focused on reducing physical infrastructure and human resources, introducing a new management culture with expansion of financial and managerial autonomy at the facility level, and overall re-organization of service delivery functions. Primary care has been organizationally and financially separated from hospital care with the establishment of independent family group practices (FGP’s). The infrastructure of the hospital system has been downsized.  Many rural district facilities were transformed into FGP’s or structural subdivisions of territorial hospitals.  

· Introducing a new health care financing model. To split the health care financing function between the Mandatory Health Insurance Fund responsible for funding services included in the SGBP and the Ministry of Health responsible for funding services in Republican facilities and outside the SGBP (e.g. public health).  Funding for services in the SGBP takes place from a combination of payroll tax pooled at the national level and general tax pooled at the oblast level and transferred to the oblast purchasing pools of the MHIF.  Resources are allocated to providers on the basis of outputs which means capitation for primary health care and case based payment for hospital care.  

Table 1 summarizes key achievements of Manas I and outlines remaining challenges (a list of studies and analytical papers used as a basis for the achievements is in a separate paper):

	Objectives
	Evidence-Based Achievements  
	Remaining challenges

	Improving health status
	On MDGs - The U5MR (42.1 to 31.2/ 1000 from 1997 to 2004) and MMR 62.9 to 46.4/ 100,000 have both fallen between 1990 and 2004 but attribution to the health care reforms is unclear.  
	The Kyrgyz Republic is currently off-track on achieving the health-related MDGs 

Greater progress needed on poverty related health problems e.g. malnutrition anemia and iodine deficiency

	Equalizing access to medical care 
	Indications of improvement, including:

Utilization of primary health care and hospital care across socio-economic groups has become more equal

Access to affordable out-patient drugs has improved 
	Regional inequalities remain across the country in levels of service utilization and access to affordable pharmaceuticals e.g. spending on additional drug package -46% in Naryn and +56 in Bishkek compared to national average

	Ensuring financial/risk protection
	Mixed picture with reduced reliance on “extreme” coping mechanisms to meet out-of-pocket health care payments (e.g. deferred care, sale of assets and borrowing), but increased reliance on savings 
	The increase in out-of-pocket payments as a share of household resources (from 4.7 to 7% of per capita household consumption, from 2001-04)

Patient expenditure on outpatient drugs is particularly high 

	Improving the quality of medical care
	Expansion in scope of services

delivered by family doctors and reduction in complications and number of hospital referrals for some primary care conditions
	Quality of guidelines and compliance of practitioners needs further improvement 

Rational pharmaceutical prescription and utilization patterns are needed 

	Greater efficiency of service delivery 


	Hospital sector - buildings were reduced by 42% and floor space by 35% with resultant savings in utility and maintenance expenditures 

Expenditures on direct patient care in single payer system hospitals increased from 16% to 36% 

The share of primary health care expenditures doubled 
	Duplication of infrastructure remains in Bishkek and Osh – where there are a large number of tertiary facilities 

A meaningful restructuring of the public health system (incl. laboratory system) remains to be completed

Facility level management and financial management skills remain weak, limiting efficient allocation of internal resources

	Greater responsiveness to population needs and improved transparency
	Output based payment increased the transparency of the resource allocation process and limited the scope of political capture

Population satisfaction with service quality has improved

MHIF hotline service piloted
	Low population awareness of their rights and responsibilities in the SGBP limits the benefits of the program and makes patients vulnerable to unreasonable payment demands

	Improved Predictability of State funding to the health sector
	Overall reduction in budget allocations, but recent increases in health sector staff salaries and stabilization of allocations, with cancellation of arrears under the 2006 budget 
	The need to increase health sector allocation and improve budget execution

Better renumeration to attract and maintain staff, and encourage work in rural areas

Improved public financial management in the health sector


2. Lessons learnt from country analytical work and reform experience 
Manas I has been fairly consistently implemented even though public funding for health care has declined during the 10 year period.  Significant achievements and lessons learnt include: 
Health sector reform was based on a systemic approach rather than on stand-alone isolated policy instrument.  The main strategy of the Manas reforms was to trigger efficiency gains in the inherited inefficient and unsustainable health system and use the freed-up resources to improve the quality of the services, improve access to care, and increase remuneration of staff.  The three building blocks of the reforms reinforced each other to achieve this result.  Health financing reform was key to provide incentives for facilities to downsize.  In turn, efficiency gains from restructuring and patient revenues from co-payment were returned to fund higher staff salaries and better quality of care.  

New mechanisms were tested through demonstration projects that allowed building political support and facilitated learning by doing.  Several reform initiatives began as pilots. The family medicine and health care financing reforms were nationally rolled out in 2005 following piloting in Issyk-kul oblast. Community based health promotion was launched in Jumgal rayon (Naryn oblast), gradually expanded to Naryn oblast and country-wide expansion is on-going. Pilots were systematically evaluated with continuity of national counterparts and donor-support allowing a long-enough time-horizon to plan and implement national roll-out.  

Investing in people and institutionalization were at the center of the reforms.  Long-term reform requires continuity of the people driving the process. Two strategies to achieve this included continuous investment in capacity building and new skills and institutionalization of new reforms to keep trained capacity.
Sufficient and predictable public funding is a pre-condition for the realization of reform benefits, particularly for the poor.  Manas I was marked by low national budget allocations and unpredictable execution.  This led to significant problems in the operation of the health system and affected the credibility of the reforms.  It undermined the ability of health financing reforms to mitigate the financial burden associated with seeking care, particularly for the poor. Declining funding was equivalent to taking efficiency gains out of the system and created perverse incentives to reform.  
High level political support is critical to implement difficult reform steps that can create strong interest groups.  Manas I generally enjoyed high-level political support.  It was less evident when the most critical and controversial steps came to be implemented (downsizing and introduction of co-payment), and in the final stages of reforms (2002-03), wavering high level political support made it more difficult for the health sector policy makers to consistently implement the reform plan.  
Strong donor and project coordination is important to avoid duplication of efforts and contradictory policy directions.  The health sector has benefited from good coordination and communication among development partners for the past 10 years, with increasing Ministry of Health leadership. Donor coordination was facilitated by the Manas Program which outlined the vision and the reform strategy for the sector. 
3. Gaps and synergies in country analytical work in CSS preparation - The following are priority candidates for analytical work during Manas Taalimi implementation: 
· Continued analysis of poverty and equity impact of health reforms.  Analytical work on poverty impact of health reforms and equity analysis will be taken forward through health modules attached to the Kyrgyz Integrated Household Survey, in 2007 and 2009.  These are key data sources to obtain distributional data on health financing and utilization trends.

· Improving the quality of data for basic health indicators.  While economic and financial data on the health sector are available and of generally higher quality than in similar countries, the quality and accuracy of basic data on health indicators remains questionable in view of marked differences in government vs. survey-based reports.  Analysis of this point will be critical to future efforts to improve the quality of data for basic health indicators, which in turn is a critical aspect of monitoring and evaluation under the SWAp. 

· Quality, efficiency (procurement and logistics) and equity issues in the pharmaceutical sector.  Unresolved policy issues remain regarding pharmaceuticals: (a) Access - outpatient drug expenditures are a fast growing component of health expenditures placing an increasing burden on households.  The determinants and policy options of this trend need to be carefully studied including options for increasing the reach of the Additional Drug Package; (b)  Quality and efficiency - improving rational drug prescription and utilization behavior; (c) Quality Monitoring  

· Prioritization and review of the ‘minimum standards’ of the State Guaranteed Benefit Package – Even with the increases in health budget envisaged under Manas Taalimi, it appears that the minimum standards will not be fully financed in their present form. Therefore prioritization will be necessary - not just as an accounting exercise but as a serious attempt at calibrating the package to available resources and making the necessary supply-side (e.g. delivery system) and demand-side (e.g. financing, client expectations) adjustments.  Analysis will identify and cost the various options.
Full ownership and leadership of the Ministry of Health in the analysis will ensure that recommendations are fed into and inform policy-making decisions
4. Identification of sector policy interventions and priorities: Manas Taalimi - Manas Taalimi is a five-year national health reform program for the Kyrgyz Republic. It builds on Manas I by reinforcing its directions, achievements, and results and institutionalizing health reform in a revitalized Ministry of Health and in other strengthened health sector organizations, and extending health sector reform into new areas.  Closely linked to the National Poverty Reduction Strategy, and the budget process, Manas Taalimi consists of effective interventions to significantly contribute to achieving the Millennium Development Goals and to reducing poverty through improving access to health care services.

Manas Taalimi continues to focus on population involvement in health issues and increases emphasis on social mobilization to empower communities to resolve health needs at a local level. In health financing, the program envisions creating a national pool to ensure equitable resource allocation, strengthening purchasing functions and provider payment mechanisms in both the Ministry of Health and the Mandatory Health Insurance Fund (MHIF), and continuing to create programs that decrease the financial burden of the population, especially the poor. Manas Taalimi will continue to improve the quality of care and health service provision, reaching beyond family group practices (FGPs) to strengthen feldsher-midwife points (FAPs), emergency care services, and secondary and tertiary care while striving to align the content of medical practice and medical education with recognized international standards. Emphasis is placed on reorienting the public health system and simultaneously strengthening and integrating priority programs, such as tuberculosis, reproductive health, child health, and HIV and AIDS, with the individual health care delivery system.

The health reform program focuses on strengthening the role of the Ministry of Health in the areas of health policy formulation, inter-sector cooperation and donor coordination. New methods of stewardship will be introduced to encourage evidence-based and result-oriented health policy planning.  Monitoring and evaluation of health reform will continue to be a priority and will routinely feed evidence back into policy and decision-making. 
The Government of the Kyrgyz Republic has committed to increase national budget allocations to the health sector in a step-by-step manner rising from 10.6% in 2006 to an optimal 13% in 2010.  Importantly, the Government has also committed to 100% execution of the budget allocation.  A number of donors (WB, KfW, DFID, Swiss and Swedes) are committed to provide on-budget funds to assist in meeting the financing gap for successful implementation of the strategy until 2010.  The donors will also provide technical assistance to support the Government to monitor budget allocations and execution, manage and account for budget funds to the health sector and monitor and evaluate health sector performance.  In addition a number of donors (including USAID, ADB, JICA) will continue to provide technical assistance and investments to the health sector.  All donors will work under a Sector Wide Approach (SWAp) arrangement for which principles have been agreed and endorsed with the government.  This will ensure national leadership, effective coordination of support, and better joint monitoring and evaluation of the national strategy.

Essentially the building blocks are now all in place for effective joint donor assistance to assist the Government to implement Manas Taalimi during the next period.  We must now concentrate on making sure that implementation is effective.  This will include ensuring proper integration of health sector commitments into the NPRS II with full alignment of the monitoring and evaluation systems.  In addition we must: ensure that all donors stick to our commitments under the Health SWAp; ensure that the proposed bi-annual health summits are effective; encourage the Government to maintain its stated commitments to ensure effective implementation of Manas Taalimi; and assist in monitoring and reporting improvements in the health status of the poor, and progress towards achievement of the health-related MDGs.

II. HIV and AIDS

Kyrgyzstan is at the initial stage of HIV and AIDS epidemic with a growing incidence. There are 807 officially registered HIV cases (December 2005), 93% of which were recorded in the years 2001-2005. This gives a HIV prevalence of 13.5/100,000 with significant regional variations e.g. Osh oblast - 90.5 / 100,000 and Talas Oblast - no cases.  Injecting drug use remains the principal form of transmission with a growing number of cases transmitted sexually, a growing proportion of cases amongst women, and 22 recorded cases of mother-to-child transmission.

The Kyrgyz Republic is looking to fully adhere to the three ones principles.  The 2nd National AIDS Strategy is being implemented (2001–2005) and a 3rd National Strategy is currently being developed.  This will contain a national monitoring and evaluation strategy.  A Country Multisectoral Coordinating Committee (CMCC) was created in 2005, and is chaired by the Vice-Prime Minister. High-level political support and co-ordination is strong and the National Law on AIDS was revised and brought in line with the international standards on human rights in 2005. The way forward during the JCSS period will involve nationally-led, harmonized support to implementation of the Strategy.  
III. Social Protection

The Kyrgyz Republic has made progress in the reduction of overall poverty over the period 2001-04 (from 48 percent to 39 percent) with rural poverty remaining higher than urban areas (45.7 percent versus 31.5 percent).  Reducing poverty will require strong and sustained economic performance and better social protection strategies.  Social protection has been a national priority of the Kyrgyz Government throughout the ‘90s.  Despite the low level of GDP, the magnitude of resources channeled for social protection activities was high – 20% in 1995 and 12% of GDP in 2001.  Without these transfers, poverty would have been higher.  However, benefits are transferred through a complex web of programs and policies that are difficult to monitor, implement and that impose substantial costs on beneficiaries. 

Review of the pension system. Within the social insurance system, pensions are the main social expenditure.  Pensions have an impact on protecting pensioners and their families against poverty, due to their size and coverage.  The 1997 pension reform redefined current and future pension entitlements to provide at least minimally adequate pensions and modest rates of earning-replacement.  It increased the retirement age to 63 for men and 58 for women (fully phased in by 2007).  Overall, the system has largely achieved expectations.  The rising retirement age and the elimination of many early retirement privileges raised the average number of contributors per pensioner, improving the system’s fiscal health.  Pension expenditures were in fiscal balance and reached their lowest share of GDP (4.0 percent) in 2000.  Since then, the increase in pension expenditures on current benefits (to 4.8 percent of GDP) has been due primarily to a faster increase in pensions than in prices, while a reduction of two percentage points in the payroll tax rate for pensions in 2002 (and of 3 percentage points overall) also contributed to the deficit of 0.4 percent on Social Fund pension operations in 2004. Improved financial situation allowed increasing pensions on a regular basis - Average pension reached 716 Soms in 2004 and 778 Soms in 2005 that reflects a replacement rate of 32, 5% in 2004 and 32, 7% in 2005.

The Social Fund has also achieved significant gains in the social insurance coverage of the population.  Between 2001 and 2004, the total number of contributors to the pension fund increased by 30 percent (from 898,000 to 1,173,000).  Recent projections show that the present system will regain fiscal balance around 2007 and will continue to remain affordable over the longer term.  However, the size and speed of growth of a surplus would permit only modest improvements in the purchasing power of benefits or modest reductions in levels of payroll taxation over the long run under the assumption of continued solid macroeconomic performance.  On the administrative side, the Government currently lacks the much-needed technical capacity and tools for modeling current pension policies, projecting their long-term implications, and simulating the effects of alternative policy options that are currently under consideration. 
To reform the pension system there are two complementary strategies for increasing both pension insurance coverage and compliance with social insurance contribution obligations.  One is to strengthen contribution compliance and enforcement through improved administration.   The other is to increase the incentives for employers and employees to participate in social insurance by reducing payroll tax rates. Lowering payroll tax rates would help improve contribution compliance and coverage of the pension system, although gradually as evidenced by the 2002 experience in this regard. 

The further reform of the pension system will need to:  (i)  retain the schedule of increases in the retirement age to ages 58 for women and 63 for men, for completion in 2007 as previously planned; (ii) develop satisfactory legislation and  implementation of the parametric changes in PAYG system and conditional on increasing contribution compliance over previous years and allocating incremental revenues to support both reduction in payroll tax contributions and real increase in pensions ; (iii) adopt and implement a solid phasing-in strategy for any funded pension pillar; (iv) implement strategies to strengthen pension policy making and administration, financial management, and information dissemination; and (v) undertake pension policy reviews in other areas, such as on vulnerable groups with respect to pension adequacy, disability pensioners, etc.  

Review of the social assistance system.  During the last 10 years the social assistance system has been substantially reformed.  From a system of categorical benefits, privileges and quasi-fiscal subsidies, there has been simplification and better targeting towards the poor.  The social assistance system includes a number of cash benefits, subsidies and privileges. 

· There are two targeted cash benefit programs: the Unified Monthly Benefit (UMB) and social allowances. The UMB is a means-tested cash benefit for individuals from the poorest families to provide guaranteed minimum consumption level – currently 176 Soms/month. Social allowances are cash benefits paid to individuals unable to work (persons with disabilities, orphans, elderly without pensions etc). The average social allowance is higher than the UMB but the number of recipients much lower (52 to 491 thousand)
· In addition, there are two targeted subsidy schemes: socially protected prices for electricity, gas, hot water and district heating for households with per capita income below 350 Soms/month and housing allowances (for Bishkek residents).  Due to its complex design, the coverage of the system is low and the share of these subsidies in GDP is negligible.

· Privileges or preferential pricing are for certain categories of citizens for transport, communications, energy, medicines, health services, housing, vacations and utilities. Depending on the category, privileged persons are eligible to 100%, 50% or 25% price discounts up to a quota. In addition, there are lump sum payments to certain privileged groups – related to state holidays, move etc. There budget of the MLSP list more than 20 different types of privileges.  The estimated price discounts granted to various categories of privileged citizens (480,000 persons) was 0.5% GDP in 2001, reaching 0.61% GDP in 2004.  
Despite the efforts to improve the design and performance of the social assistance system, a series of unresolved challenges remain including: (i) declining program funding compared to needs; (ii) poor targeting of privileged pricing for goods and services; (iii) inadequate energy-related social protection policies. 

Experience with administering benefits under the UMB program illustrates the importance of well-defined eligibility criteria that can be administered accurately.  Weaknesses in the administrative systems that determine the eligibility can often be traced to poorly structured, parallel, or uncoordinated data systems.  Despite the introduction of social passports that records information about vulnerable households and is used to identify the household’s needs (for any of the social protection measures), this instrument has not become widely used for verifying the eligibility for benefits. A greater coordination of UMB cash assistance and assistance authorized through social passports is necessary through strengthening the administration and developing adequate information technology.  
The reforms of social assistance will need to: (i) develop a more effective but simpler overall benefit structure for addressing low living standards among the poorest households, without undermining families’ incentives for self-sufficiency, (ii) define a more carefully differentiated set of eligibility conditions for assessing the relative living standards of households in differing circumstances, (iii) build more efficient administrative system for delivering these benefits to only those eligible. 

Social care services.  Kyrgyz Republic has indicated its intentions to improve the system of providing social care services to its population.  The State Program “New Generation” aiming to alleviate poverty among children has been adopted; a National program for Support of Persons with Disabilities has been established.  The Government has indicated that reforming social care services towards de-institutionalization and greater social inclusion is in line with its priorities.  Although no systematic strategy has been established, the Government with the assistance from UNICEF and SIDA has been pursuing some innovative approaches in developing community-based services.  

There is no comprehensive assessment of the social care service system, but pilot activities indicate the existing system of service provision is not based on integrating the most vulnerable groups in the society.  Low living standard of the majority of Kyrgyz population has reduced the ability of families to take care of their children and elderly.  Children with disabilities, children living and working on the streets, abandoned and institutionalized children, children using drugs are among the most vulnerable groups.  However, the phenomenon of socially vulnerable families using institutions as the “social safety net” is still in use.  As a consequence 14 thousand children are estimated to be in residential care.  These numbers are thought to be increasing.  There is insufficient funding of social care institutions and this leads to deterioration of the service quality in these institutions.  The complicated administrative structure (institutions belong to different ministries or local administration) prevents the introduction of unified standards of service provision.  Social work as a profession remains underdeveloped in Kyrgyz Republic and there is no standard for social work training.  Efficient social care services delivery system should rely on the provision of targeted services to those that really need them at the community level.
The reform of social care will need to address the following issues: (i) deinstitutionalization and introduction of community-based models of social care; (ii) quality, relevance and standards of social care services; (iii) financing of the services; and (iv) management, monitoring and evaluation of service delivery.  Diversifying provision and financing, to include private and NGO sectors, re-defining the role of the state are critical elements of the reform. 

To address the remaining challenges in social protection, vision, national leadership and policy coherence are required.  Ideally this will be outlined in the NPRS II.  If not, the MLSP will need to develop and co-ordinate implementation of a comprehensive long-term social protection strategy, linked to NPRS II and the budget, and which clearly defines the social protection goals, direction and actions to achieve these goals.  This will involve enhancing policy-making processes and tools (including those for monitoring and evaluation), revising administrative procedures and systems, and strengthening the role of the MLSP in formulating, carrying out and evaluating the defined strategy. 
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