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Political context and implications of change of Government
The Soviet Legacy

From independence until March 2005, the Kyrgyz Republic was nominally a democratic republic governed by a strong Presidential regime. Democratic forms were adopted and, particularly during the early and mid 1990s, there was considerable freedom of expression for civil society. The regime itself inherited many of the characteristics of the previous Soviet system, particularly as regards the culture of control and the use of personal power, government by executive fiat, and the absence of concepts of accountability and rule based decision making. All of these factors combined to allow corruption and rent seeking to flourish, particularly at the highest levels of government, and among the President, his family and closest associates. Corruption at the highest levels permeated through society to become entrenched and institutionalized. Nevertheless, it was to some extent an ordered system in which the spoils were distributed according to a set of informal rules overseen by  the President and his associates. 
What the Kyrgyz Republic lacked in its inheritance from the Soviet Union was policy making structures. Its officials had been at the end of a command structure, and with independence it became necessary, but almost impossible, to take coherent policy decisions. While the Presidential Administration inherited most of the power to command formerly exercised by the Central Committee it lacked the coherence of the commands that would have originated from Moscow. With independence the Kyrgyz Republic also lost resources transfers amounting to [40] per cent of GDP from Moscow. The environment for policy choices was thus extremely difficult, even if strong policy making structures were in place. If anything the establishment of the forms of a democratic and accountable government on top of a Soviet command structure combined the worst of both worlds. 
Policy making and the legislative framework 
The center of government became a pool of competing interests without a mechanism for resolving implicit conflicts. Thus individual ministers, regional governors, parliament and business interests would lobby their own proposals which would represent a mixture of populist measures designed to strengthen political support, proposals for national development and, frequently, measures to increase the possibilities of rent extraction. The system was mediated by the President and his administration through ad hoc arbitration and legal measures. The main expression of policy was through thousands of decrees from the President and Government, together with laws passed by parliament. There thus emerged a patchwork of legislation and orders, many of which were ambiguous and contradictory, without clear implementation mechanisms. Each new legal act would act as a source of power and authority but would be counterbalanced by many others. 
The responsibility of external donors

External donors entered this environment with funding for investment projects, policy recommendations and proposals for institutional reform. While all of these had the intention of supporting growth, development and democratic and accountable institutions, the assistance and advice offered would often be contradictory, fragmented and support developments for which foundations had not been put in place. Donors also became part of the rent seeking apparatus. Conditionality for the disbursement of funds in terms of policies, institutional arrangements and legal frameworks would provide incentives for officials to say what different donors wanted to hear, pass the laws and regulations that donors proposed, establish the institutions that donors recommended. All of these actions would be accompanied by inflows of funds which would either provide political benefits to those successful in attracting the resources or direct material benefits to the officials concerned. Thus donors would both contribute directly to rent seeking behavior and would be an additional source of the patchwork of the contradictory legal and institutional framework referred to previously. 
Given the difficult institutional environment, it became a common practice for donors to establish enclaves in the form of Project Implementation Units to manage fiduciary arrangements and secretariats of paid consultants within government structures to develop or implement policies, which were in fact isolated from the administration and unsustainable. These enclaves were comfortable for donors who would be provided with a “counterpart” with whom they could engage, and were attractive to officials who would be provided with a source of rent. What they clearly failed to do was to build any sustainable capacity within the administration, while at the same time they would attract away many of the most capable potential officials of the administration.
The Revolution of March 2005

The complex interaction of heritage of the Soviet command culture, the lack of policy making institutions at the center of government and significant donor interventions meant that, while for many years there was an illusion of rapid institutional development, state institutions and the rule of law were weakening and endemic corruption was growing, particularly among the close associates of the President and his family. This led to increasing popular discontent with the regime for the failure of the state to deliver many basic services and at the clearly observable corruption which accompanied any interaction with state officials. 
The fraudulent parliamentary elections of February and March 2005 provided a catalyst for this discontent, which was combined with disaffected elite groups which had either fallen out of favor with the Akaev regime, or had recognized that corruption had become so entrenched and the state so weak that there would be no possibility of future development. The disaffected elite groups were thus able to capitalize on popular discontent, particularly in the South, to stage successful popular uprisings against the election results and local officials. The success of these, and the inability and unwillingness of the security forces to put down these uprisings exposed the fragility of state institutions and led to the collapse of the regime and its replacement by a Government made up of a weak coalition of former members of the Akaev regime. 
Governance since the revolution

The origins of the revolution meant that the rhetoric of the fight against corruption became one of the principal priorities of the new government. However the effect of the revolution was to fragment state power further. What had been “ordered” corruption under the previous regime became disordered rent seeking under the new regime. Despite the legitimization of the new government, in what were generally recognized to be free and fair Presidential elections in July 2005, the Presidency was clearly weaker than before. The new Parliament owed little allegiance to the President
 and the Government represented a coalition of disparate individuals and groups which had supported the revolution, while regional governors with popular support established their own power bases. Of even greater concern was the fact that criminal groups which had previously operated in the shadows took on a more public profile. The penetration of the government and parliament by organized crime became a matter of public concern and political debate.
 Within the public administration arbitrary dismissals and appointments, as new groups tried to consolidate power, became commonplace and undermined the first tentative steps at civil service reform begun under the previous regime. The revolution also led to open conflicts on property rights with the forcible seizure of land and a number of private companies including the mobile telephone operator, the Karakeche coal mine, the Karasuu bazaar, the Pinara hotel among others. 
Effects of the revolution

Thus the initial effect of the revolution was to weaken governance in many areas. Moreover the new Government faced the same (and almost certainly worse) institutional weaknesses of the previous regime in the form of a lack of any policy making structure, a lack of a concept of accountability and the rule of law, a culture of control and exercise of power through decree. The revolution did, however, bring a few positive changes. It strengthened the belief that with popular participation in the political process changes might be possible and provided a signal that the population would be less willing to tolerate electoral fraud in the future
; it also strengthened the role of civil society and led to the emergence of a more open and critical media. Finally in the discussions on constitutional reform following the revolution, there was a general recognition of the importance of strengthening the executive authority of the Government and the Prime Minister. 
The experience of the fifteen years prior to the revolution (on top of seventy years of a Soviet legacy) is an unfortunate historical legacy which will have to be overcome. While in some areas the first steps have been made in governance reform (see below) it will be an enormous challenge for the Government to begin to reverse the tendency to promote “reforms” through administrative diktats which are often contradictory and unimplemented (and indeed unimplementable). As was discussed previously this is an issue on which donors have a particular responsibility for past failures. 
Overview of past governance reforms

Civil service reform

As discussed previously governance in the public sector has been poor and non-transparent while public employees are poorly paid thus encouraging the misuse of regulatory authority and creating incentives for corruption. Political changes frequently lead to large scale changes in incumbents at lower levels of the civil service, and high turnover thus militates against the formation of a professional public service. Recognizing these problems the Government began a Civil Service reform through a new Civil Service Law approved in 2004 to separate political appointments from the career civil service, establish competitive, transparent and merit based appointment and promotion procedures regulated by an independent Civil Service Agency. While the basic legal and institutional framework represents an important step forward, changes in previous practices have proved very difficult to introduce and have cast doubt about the real commitment to and understanding by the Government of the reform process. Similarly, a legal framework for the introduction of greater accountability through the declaration and publication of information of income of and assets of high political officials has so far proved ineffective.

Intergovernmental finances

At a local level the problems of similar governance problems exist and are further complicated by a non-transparent system of transfers and allocations of public funds between different levels of governments. Although in 1997 the Government approved legislation defining the functional responsibilities of the different levels of local governments, these have been constantly shifting, while there is an ongoing process of attempting to devolve budgetary risks and obligations to lower levels of Government without corresponding resources. In 2003 a law decentralizing financing directly to the lowest levels of government (Aiyl Okmotus) was approved, but implementation of the law has already been postponed for two years as no clear concept on how the law would be implemented had been developed prior to its approval. Implementation of the law is now scheduled for 2006, although many of the necessary arrangements are still not in place and significant questions regarding the distribution of functions of different levels of Government and tax sharing arrangements have not yet been decided. 
Business environment

Many of the potential benefits of a market economy have not in fact been realized as businesses are subject to numerous inspections and requirements, with often different agencies inspecting the same aspect of the business. Tax regulations are numerous, inconsistent, and are constantly being amended. Inconsistencies present throughout the tax code create the opportunities for renting seeking behavior notably by  tax inspectors, auditors, and tax police. Recognition of these problems led to a series of reform programs in the form of “investment matrices” being established to reform the legal and regulatory framework for the business environment. While this resulted in numerous laws such as the “Law on Inspections”, “Law on Technical Regulations”, “Law on Licenses and permits” and a new draft tax code, designed to reduce regulations and inspections, in practice there has been little implementation of these laws, which are often approved without clear implementation mechanisms.  
Public Financial Management (PFM)

One of the key areas of public sector governance which directly affects the whole population is that of public expenditure management, since this affects the quality of all public services and the use of public resources for development. Some basic elements of a public expenditure management system have been introduced, including a legal framework and procedures for budget management, a Treasury system for budget execution and a legal framework for external audit. 
Some elements essential for introducing policy based budgeting have been put in place, including introduction of multi-year expenditure planning and budgeting and increasingly more organized participation of government agencies in the budget formulation process. Budget comprehensiveness and transparency has also been improving, especially comprehensiveness of information included in budget documentation and improvement of public access to key fiscal information.

While the public finance system has been successful in reducing the fiscal deficit and ensuring macro-economic stability, significant problems remain in the quality of public expenditure and the actual process of allocation of public resources. These include: ineffective and unpredictable budget execution with large departures from the original budget during the course of the budget year and a failure to achieve either efficiency or control/accountability in the use of public resources as the annual budget is ignored and replaced by a series of monthly revisions, despite the fact that revenue outcomes are usually in line with the initial plans. The main cause of this are the repeated requests of politically powerful institutions for additional (not previously budgeted) funds during budget execution. This unpredictability has the effect of increasing uncertainty, preventing forward planning and indeed discrediting the budget preparation process. It also lead to an inefficient use of resources as maintenance and other recurrent costs are squeezed. The arbitrary nature of budget execution leads to multiple opportunities for rent seeking within the public sector as agencies compete for reallocations of the budget and release of funds from the Treasury.
 In addition to the rent seeking opportunities presented by the budget execution system, the uncertainty regarding availability of funds encourages public institutions to seek these from other sources.
To strengthen external audit, the Chamber of Accounts was restructured so as to define its role and organizational structure as a supreme audit body in accordance with a new law adopted in 2004 to improve independence and adopt modern audit practices in place of tradition control. Nevertheless it is recognized that this reform will have little effect without a massive capacity building effort over many years, and that without such an effort the Chamber of Accounts is unlikely to move away from being an inspection agency checking compliance with regulations and with strong incentives and opportunities for rent seeking.
Corruption

One overarching theme in the question of good governance in the Kyrgyz Republic is that of corruption. Each of the areas of governance discussed above is related to the problem of corruption in that the discretion of officials to make decisions, allocate resources, make appointments or dismissals or carry out “inspection” activities provides a potential source of rent. Under the previous government an anti-corruption law was approved, although it was so vaguely worded that as far as is known no prosecutions have resulted from it. In 2003 and 2004 three institutions were established in the area of good governance
 but these institutions suffered from overlapping and unclear mandates, beyond developing vague action plans. Finally in 2005 the authorities established anti-corruption commission with a mandate to formulate policy in the area of anti-corruption. Despite considerable discussion and rhetoric on the issue of corruption no concrete measures had been adopted, and for example in the BEEPS for 2005 corruption appeared to have increased since 2002 and was the worst in the CIS. While recognizing the widespread nature of corruption, in all the initiatives referred to above, the authorities essentially treated the problem as a series of individual violations, to be dealt with by strengthening the legal and investigative framework. However, in a system in which rent seeking and corruption has become endemic, and penetrated to the highest levels dealing with corruption as a question of individual law breaking is unlikely to yield results. 
Recently the issue of corruption has assumed even more threatening dimensions with obvious penetration and possibly control of some security structures by organized crime. Similarly the prison system has apparently been so eroded and corrupted that it is dominated and run by organized criminal gangs (as was shown in the political crisis of October 2005). This clearly raises the question of whether, even if the political authorities do show political will to fight corruption, they will have the means to begin the task. It also suggests that in the event of another major political upheaval there is a serious risk of the collapse of central state institutions. There could thus be a serious argument to suggest that development partners may need to examine how to support the authorities in reforming its law and order structures, so as to complement and support institutional reforms in other areas of government.
Overall there would appear to have been little progress in governance outcomes in recent years with a clear deterioration in the months following  the revolution, as was almost inevitable given the initial disorganization and instability generated by the revolutionary process itself. Nevertheless a number of legal and institutional changes have laid the basis for real reforms once there is the political will for implementation. 
Lessons learned

In this context it is useful to draw some lessons from two particular areas of governance reform. The first refers to the area of public expenditure management. Here some technical progress had been made over the years (for example in establishing the Treasury system and improving the transparency of budget presentation) and a basic legal framework had been established. Moreover the area was one in which considerable technical assistance had been provided and in which there had been policy dialogue and adjustment lending. However, it was noticeable that the technical assistance was uncoordinated across donors and tended to focus on “interesting” areas of best practice in OECD countries such as linking policies to the budget in a medium framework or program budgeting, while basic issues such as timely execution of the approved budget received little or no attention. 
It is only recently that as a result of joint work by the Ministry of Finance and a number of donors, was it recognized that much of the assistance being provided was inappropriate and the basic issues were failing to be addressed. The failure to address basic issues had multiple causes. Firstly, resolving many of the difficulties of the execution of the annual budget would inevitably reduce rent seeking opportunities, secondly it would either reduce or make more transparent the political elements in budget execution, thirdly reforms to higher level processes were supported and promoted by external donors (including the World Bank) on the implicit (and incorrect) assumption that basic processes were already working adequately.
The second area of reforms from which lessons might be learned is that of Civil Service reform. A number of systemic problems were identified (high turnover, politically motivated appointments throughout the Civil Service, lack of merit based appointments and promotions). As a result a wide ranging program of Civil Service reforms was agreed with the Government, beginning with the adoption of a new law on the Civil Service and the creation of a Civil Service Agency (CSA), and posts of State Secretaries as the permanent head of the Civil Service in each ministry and government agency. The main instrument for this reform process was an adjustment credit (GSAC) supplemented by technical assistance under the GTAC credit. In practice it became clear that the authorities had signed up to a program for which government commitment was at best weak and probably non-existent. The implications of the changes in existing practices required had clearly not been internalized by the authorities. 
The result was that even prior to the revolution there were considerable difficulties in establishing the credibility of the reforms, as one of the first acts of the authorities were to appoint a close relative of the then president as a senior official of the CSA, while at the same time the new law on the Civil Service was weakened by the Jogorku Kenesh to explicitly strengthen the role of politicians in making appointments. While a few senior officials in the previous administration formally supported the reforms, in practice there was little acceptance or even understanding of the reforms among the authorities. Following the revolution, and the change of authorities, there was even less understanding of the rationale of the reforms than previously while there was a perceived imperative for the new authorities to place their own loyalists throughout the civil service. Efforts by the CSA to enforce regulations on competitive appointments were met by the removal of the director of the CSA (one year into a statutory five year term) to replace him by someone closer to the Presidential Administration and more willing to follow the guidance of the Administration. 
The difficulties with the Civil Service reform indicated that without an obvious champion for the reforms within the authorities, embarking on an adjustment program was always likely to be a high risk undertaking. This problem was exacerbated by an undue focus on establishing the legal prerequisites prior to demonstrating the potential benefits of such reforms in a few areas, and while effectively ignoring the very basic issue of how to establish a merit based system in the absence of a reform of salary structures and performance management. Thus the reforms failed to build a constituency for reform from below, so as to remove some of the incentives which support the existing system. The lesson from both the Civil Service reform and the difficulties of Public Financial Management reforms also indicate that while donors may be able to make sweeping diagnoses of the shortcomings of the system, the assistance then provided is often ad hoc and poorly sequenced and coordinated. The issue of focusing on the necessary legal framework for the reforms implicitly assumes that the question of how the legal framework will be implemented in practice has already been dealt with and that the overall legal framework will provide a guide to action for the authorities. Our previous analysis has shown that this is not in fact the case. 
Principal obstacles to reform

The experience of governance reforms in recent years has shown that reforms will be impossible without champions of reform within the administration. On of the primary tasks must therefore be to nurture and convince sectors of the administration of both the importance of such reforms for Kyrgyz development and to work with possible champions to examine the incentives of the system and develop new incentives to support reforms. We should not underestimate the time and effort required to develop a limited consensus and the importance of demonstrating the benefits of reforms in limited areas. Almost certainly one of the principal errors in the past has been to promote systemic reforms to which the authorities do not have commitment and which are likely anyway to stretch their implementation capacity. If reform programs do no address the issue of the top down approach to policy initiatives in which it is assumed that reforms can be carried out by instruction from above, when those charged with implementing the reforms do not understand them and have no incentives to change existing practices, it is unlikely that significant progress can be made. In addition it must be recognized that the incentive structure within the current environment is not conducive for reform champions to emerge. It is important that the external community should support initiatives of greater transparency within government, democratic processes and measures that enable non-government stakeholders to be in a stronger position to coherently voice demands for reforms, such that potential reformers can benefit politically from supporting a pro-reform platform. 
Implementation gap
One of the key problems which has been identified in all aspects of governance and institutional reforms is what has become known as the implementation gap. As mentioned above it has been commonplace in many areas of reforms to pass legislation or establish institutions, which then fail to operate in practice. These problems have been seen in the areas of civil service reform, improving the business environment and anti-corruption initiatives. One reason for this has already been identified – that those charged with implementation simply do not understand the reforms or have very strong incentives to continue with existing practices.
However, external actors in the reform process have a significant responsibility in the lack of implementation. Donors frequently promote legislative changes on the assumption that these will translate into practical changes without having first discussed and worked through realistic implementation plans, which include resource requirements and changes in behavior which will be required. There is a clear need for these issues to be addressed prior to promoting or supporting legislative changes, even if this means that reforms will be more limited or slower than might have been hoped for. This also points to the need to be very cautious with policy based lending or grants. The experience with these has often been unsatisfactory (particularly in the case of energy reforms under CSAC and civil service reforms under GSAC). Even in cases where the programs have been formally satisfactory (as is the case with the IMF PRGF operations) the quality of reforms has been questionable (for example formal compliance with fiscal benchmarks, while distorting the distribution of expenditure). 
Some of these problems might conceivably be addressed through more technical assistance, but this will require support in the reform dialogue to identify the real obstacles to reform and promote champions of more limited but sustainable reforms. In this context it should be noted that more detailed analytical work on the part of donors may not always provide hoped for benefits unless it is carried out as a joint enterprise with the authorities and all other donors in a sector, as has recently happened with PFM reform described above.
Role of donor interventions

To avoid the failures of the past donors have a particular responsibility to change their practices. in that they should first ensure that their interventions are coherent and consistent, secondly interventions should be followed through and require implementation and indeed that arrangements for implementation should be agreed prior to any legal or institutional changes, and thirdly there should be a consistent requirement that any assistance provided has the collective support of the Government as a whole. This third requirement goes beyond simply obtaining a Government or Presidential order supporting the intervention. It means that the implications of all new interventions should be actively discussed and understood by and agreed with all the major centers of power. Such an approach will inevitably mean that reforms supported will be more modest than in the past, and will be more difficult to promote within donor organizations accustomed to see operations supporting wide ranging reforms in a relatively limited time. Nevertheless, there can be little doubt that supporting a limited reform agenda in a sustained way over a long period is likely to bring more real benefits to Kyrgyz development than numerous wide ranging reforms which only exist on paper. This will require that both donors and authorities are honest in their assessment of progress and recognize the major implementation gaps which have existed in the past. 
The Kyrgyz Republic: a fragile state?

Related to the above issues, it is increasingly recognized that in fragile states with weak institutional structures the objective should not be perfect governance structures but good enough governance. In practice this means that many governance issues may not be fully resolved. Full accountability of officials for their actions may be impossible for decades. Some degree of corruption will be inevitable, but there is a considerable difference for economic development if corruption is sporadic and individual or whether the whole system is driven by rent-seeking as has been the case in the Kyrgyz Republic. 

The fragility of the state can also be seen in a the regional context of its external relationships. The revolution in the Kyrgyz Republic (together with those of Ukraine and Georgia) has not been popular with other Central Asian countries and is perceived as a threat (with the inevitable result in a clampdown on civil society, opposition parties and media). In addition there exists a threat to security and stability from potential of unrest in Uzbekistan and any overflow of refugees into Kyrgyzstan, and its economic dependence on Uzbekistan for gas. Donor programs may represent a relatively small lever for change compared to more powerful political and economic levers from larger near neighbors, (Russia and China in particular) through economic investments and factors such as reliance on external energy sources.

From the previous analysis the key issues facing the Kyrgyz Republic in the area of governance are how to ensure that there are mechanisms at the center of Government to ensure that there are institutional mechanisms for resolving conflicts at the center of Government, so that despite divergent opinions coherent policy formation is possible, and that there are mechanisms for the translation of government policy choices into law which ensure that the laws and regulations are relatively unambiguous and non-contradictory. Closely related to this is the need to ensure that the state has more effective mechanisms for the enforcement of policies and law. In addition support to the state to maintain effective internal security and crisis management mechanisms may be vital in the future.
Such an agenda may appear limited but is extremely challenging and implies work in a number of cross cutting areas. These issues touch on areas such as public administration reform: clearly delineated responsibilities among the branches of government, with proper decision making processes at the center of Government and for the drafting and review of all legal acts; civil service reform: public servants follow existing rules and procedures and are appointed on the basis of merit; the implementation of the budget: resources are delivered to agencies as agreed in the annual budget law according to the provisions of the organic budget law; police and security: that security forces are seen to be upholders of the law, and not as is currently the case beholden to private and often criminal interests; Democracy: elections are held fairly and in accordance with the rules; Parliamentary procedures: that these are designed to ensure that, notwithstanding the sovereignty of parliament, laws and amendments to laws are consistent and decisions are taken with an understanding of their consequences. 
Refocusing reform efforts

In each of these fields one of the recurrent themes is that reforms should focus on basic processes rather than trying to attempt and fail at system wide reforms. Until there is some belief that the authorities are committed to the reform agenda and are serious about implementation, it will be very difficult to develop the trust necessary for any progress to be made in governance reform in the Kyrgyz Republic. For example, as was discussed previously corruption has until now been dealt with as an issue of individual failures. However, unless anti-corruption efforts are coupled with clear commitment at the highest political levels to dismantle some aspects of the rent seeking apparatus by enforcing legislation such as the Law on the Declaration of Income and Assets and the Civil Service Law together with laws to reduce the regulation of the business environment, it will be impossible to convince society and officials that the authorities are sincere in their objectives. Only by demonstrating political will through actions which affect the beneficiaries of systemic corruption will the authorities be able to slowly establish some credibility. External support should therefore focus on both establishing a meaningful and serious dialogue with the authorities on these issues, but also at facilitating civil society to put pressure on the authorities, and thus strengthen reformers within the Government. 
Critical to establishing this credibility will be a dialogue to ensure that reform efforts overcome the traditional top down hierarchy and empower officials at lower levels of the administration to put forward ideas and develop reform realistic reform programs. This approach has been initiated in the area of PFM reform, and has secured the recognition from both authorities and donors that it is more likely to be successful than previous top down approaches. The effect will to be to develop a constituency for reform throughout the administration. Obviously, as discussed previously, building a constituency for reform at lower levels will not be effective without some high level champions who both understand and are committed to the reform process.
Priorities for the future
Decision making at the center of Government

In the initial discussion of progress in governance reforms, it was emphasized that one of the key impediments to reform is the fragmented decision making structure at the center of government. While this is not a problem which can be solved in the short term, it is one upon which donors should be engaging in active dialogue with the authorities, and where possible providing advice and technical assistance to strengthen the institutional process for decision making and the development of a coherent legal framework. It has been suggested that what is needed is a functional review of the center of Government and the processes of legal drafting. While is likely to be true, such a review and its implementation can only take place once the authorities have recognized that there is a problem of decision making at the center of Government. As has been shown in the past functional reviews of different aspects of Government activities will have no impact until there is ownership from those who will have to implement them. If such dialogue is to make progress it will be essential that all donors are presenting a common view on the problems of decision making and its possible solutions. 
Building demand for reforms

Together with, and probably initially in the absence of, any changes in the decision making process at the center of Government the priority will be to work with the Presidents administration, the Prime Minister’s Office and individual ministers to build support for basic reforms including particularly the respect for the rule of law in all areas. This is likely to be a difficult and time consuming task, given the previous history of the authorities accepting without fully understanding or agreeing with donor proposals for governance reforms. It will almost certainly require a concerted effort including seminars and workshops for senior officials and would have to be conducted as part of the dialogue on developing coherent decision making structures at the center of government. Again fundamental to achieving any progress will be the need for donors to speak with one voice and not to promote an over ambitious agenda.
One possible means of promoting this dialogue might be to look at the possibility of beginning Civil Service reforms for example on a pilot basis in Ministries such as Economy and Finance and Health in which there is already coherent donor support for the sector. Similarly in the area of business environment the joint promotion of initiatives to streamline procedures in limited areas, to provide a demonstration of the benefits of governance reforms may be more effective than trying to reform the whole sector at once.
The key will be to put in train limited but sustainable reform processes which may provide a catalyst for broader reforms and which will build champions of these reforms among the authorities.
Conclusions
Necessary analytic work

An enormous amount of analytical work has been carried out by both donors and authorities in the area of governance. In practice much of this, except perhaps in the area of PFM reform, has had little impact on the authorities. It is therefore important to avoid new studies which simply duplicate existing material and provide wide diagnoses of problems which everyone is aware of. However there are three areas in which some analytic work might assist future dialogue. The first would be to work with the authorities to examine the fundamental problem of decision making at the center of Government and how this might be streamlined. Clearly a review by outsiders together with a set of recommendations for reforming institutions at the center of Government is unlikely to achieve very much. However, joint work with the government on the identification of the problems could provide a vehicle for dialogue on these issues. 

The second area for work would be in examining the processes for by which new legislation and regulations are put into place. This could be combined with a dialogue on the need for establishing a basic system of regulatory impact analysis (RIA) which could provide direct benefits to improving the interaction between the public and private sectors and the overall business environment.
Finally the third area for analytic work would be the role of the security forces in maintaining law and order. In some senses this is likely to be the most difficult since it is outside the mandate of most multilateral and bilateral agencies. Nevertheless if the rule of law is to have a high priority among development agencies, as the previous analysis suggests it should have, such work will be necessary to further the development agenda of the Kyrgyz Republic. In this context it should be mentioned that the area of justice and law enforcement is one that has been identified by the Millennium Challenge Corporation as a priority for the Kyrgyz Republic to be eligible for funding from the Millennium Challenge Account. 
Sectoral priorities
The previous analysis does not alter the likely sectoral priorities for future interventions in support of good governance. These continue to be reform of Public Financial Management, Civil Service reform and the business environment. However, they do indicate that in all these areas the most useful interventions will be those which support very basic reforms rather than second or third generation reforms as has been the case previously. It also indicates the importance in each case of engaging with and supporting non-government stakeholders to provide a greater demand for reforms. In the field of PFM this might include supporting greater budget transparency (particularly at the local level) with Public Expenditure Tracking Surveys and support to communities in understanding what was allocated in the budget and what the resources were used for. In the area of Civil Service Reform it might mean working with mid level and junior officials to understand the dynamics of the reform process and to build a constituency for reforms within the civil service. On the business environment, work with the authorities on implementation would have to be supplemented with work with the private sector, and particularly small and medium businesses to give voice to their demands for a more transparent business environment.  In all areas it will be vital that there is a coherent position on the part of all donors, and a willingness to refocus programs where necessary and to recognize when interventions are unsuccessful. 
In particular one of the challenges going forward will be to examine all interventions (whether or not in the field of governance) for their implications for governance. This would mean in practice that sectoral projects should only be allowed to go ahead if in addition to providing benefits to a specific sector an adequate analysis of their implications for overall governance (including fiduciary risks) has been made and shown to be positive. It would also mean that a very careful examination of institutional arrangements such as the establishment of PIUs or policy units staffed by consultants should be made and reviewed before interventions are agreed with the authorities. It also implies that all policy and institutional recommendations should be agreed among all donors so as to avoid the past practice of the authorities being faced with contradictory and inconsistent recommendations. This should apply particularly to recommendations on legal changes which should require a clear explanation of how implementation will take place and mechanisms to follow up and ensure that implementation does take place before further interventions are contemplated. Finally such an approach requires that donors, in addition to coordinating their interventions, are willing to say no to inappropriate requests for assistance from the authorities if these either undermine overall governance or mean supporting reforms for which the basis is not yet in place. It also means that donors should recognize that it is not possible to “buy” reforms with promises of budget support or sectoral interventions. Reforms can only take place once a real consensus has been established. Thus the greatest challenge going forward will be to reverse the dysfunctional dynamics between donors and authorities which have characterized their relationship in the past.






� This was illustrated by the previously unheard of rejection of six ministers proposed by the President for the Government, difficulties in passing the 2006 budget and the adoption of numerous measures by the Jogorku Kenesh which clearly contradicted presidential and government wishes.


� The murder of head of the committee on law and order of the Jogorku Kenesh, Tynychbek Akmatbaev, on a visit to a prison brought this issue into the public arena. Akmatbaev’s brother Rysbek, who was suspected of being a major figure in organized crime, organized public demonstrations calling for the resignation of the Prime Minister and accusing him of responsibility for the murder. 


� The Presidential election of July 2005 and the local elections of December 2005 are generally recognized to have been freer and fairer than previous electoral exercises.


� The Minster of Finance reported in October 2005 that it is a widespread practice to make unofficial payments to ensure the release of funds from the Treasury. This is particularly true for local budgets where uncertainty is compounded by non-transparent allocation of resources by higher levels of Government to lower levels.


� The National Council on Good Governance was created by presidential decree to be a “consultative-advisory body to design and implement new mechanisms that ensure good, open and responsible governance aimed at implementing a national anti-corruption policy”.   A subsequent decree created a secretariat for the NCGG, although in practice the secretariat consisted of one unpaid official. Finally in 2004 a Presidential Decree established the Consultative Council on Good Governance, consisting of 5 Kyrgyz citizens and 5 representatives of the International community in Kyrgyzstan, with the President of the Kyrgyz Republic as the Chairman. The NCGG was subsequently dissolved and its secretariat transferred to the CCGG.
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