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1. Kyrgyz Republic: Poverty Analysis

Basic Poverty Facts
Poverty, including extreme poverty, has declined significantly in the Kyrgyz Republic during 2001-2004 period. However, despite these improvements, poverty remains a pressing problem for the whole country and is estimated at around 46% in 2004 using consumption aggregate. Extreme poverty declined to 13% in 2004, almost twice lower in comparison to 2001 level.  
Poverty has dropped in both rural and urban areas in 2001-04 period, but the process was not broad-based across all oblasts. In fact, the level of poverty increased in Batken oblast, with every 3 people out of four being poor, while changes in poverty in such oblasts as Osh and Issykkul has varied year to year. Talas, Naryn, Jalalabat oblasts and Bishkek demonstrated greater success in terms of sustainable decline in poverty rate over these years. In this period poverty developments were particularly encouraging in the urban areas, with Bishkek leading relatively larger reduction in the poverty level. The slower progress in rural poverty reduction led to concentration of rural poverty, with 78% of poor (or 1.8 million) living in rural areas. In all oblasts with the exception of Talas, the incidence of poverty was higher in rural areas than in urban. 

Inequality has grown in 2004. The Gini index measured by per capita consumption increased to 32.8% in 2004. Due to the adoption of a new survey instrument, it is not possible to note any trend.  
Poverty data for 2005 are not available yet, though it could be said that negative economic growth in 2005, especially in agriculture sector where most poor reside, and deterioration of investment climate could hinder the progress with poverty reduction and may lead to increase in income inequality. 
Box 1: Poverty data sources and methodology

Data sources for poverty estimation in the Kyrgyz Republic come from household surveys, conducted by National Statistics Committee (NSC). For 1999-2003 period primary source for poverty statistics was Household Budget Survey (HBS). Poverty statistics and methodology improved with the introduction of the Kyrgyz Integrated Household Survey (KIHS) in 2003 that comprises a larger sample of households chosen by improved methodology. This new survey was introduced with assistance from DFID, while the World Bank assisted in constructing new poverty line and consumption aggregate. 
With the introduction of the new household survey, NSC adopted consumption aggregate as an official measurement of poverty in the Kyrgyz Republic. Previously, NSC used expenditure aggregate to estimate poverty indicators. However, these official poverty estimates do not have practical implications for public anti-poverty programs, since do not provide poverty data on an administrative level lower than oblasts. Currently, social protection programs have heavily relied on Social Passport data compiled by the Ministry of Labor and Social Affairs. It should be noted that Social Passport data are not objective and are statistically unreliable, as they are administratively collected by local governments who may not have the capacity or the incentives to transmit reliable information. Data could be manipulated to show either improvement or lack of it in such a way that they fit unrelated goals. Since they are collected by government administrative wings, the respondents may not be forthcoming to questions such as those inquiring their income levels for fear of tax implications or by expecting public transfers.

Growth and poverty links
Economic growth is closely associated with poverty reduction, with an estimated one percent of real growth per capita leading to a 1.5 percent decline in the poverty rate in 2001-04. Extreme poverty in particular appears to be sensitive to economic developments - it rose slightly when the economy contracted in 2002 but rebounded strongly with the 7% per annum growth in 2003-04. 
The 2002/2003 household surveys allowed making comparison of poverty status of the respondents with their employment sectors, such as agriculture, industry and services. As results have shown, those who were employed in the services sector, benefited mostly from sustainable high growth, thus explaining the better progress in reducing urban poverty. The incidence of poverty among the employed in services (41 percent of labor force involved in this sector) declined from 41 percent to 35 percent in 2002 - 2003. The poverty rate of the population employed in industry sector declined moderately in this period albeit of the highest growth rate in the industry sector. Agriculture growth was on average lower in comparison to industry and services sectors in 2002/2003. Nevertheless, the decline in poverty rate from 65 percent to 56 percent in this sector was impressive, taking into account the large share of the labor force that is employed in this sector. Agriculture employs 35 percent of the work force and the decline of poverty in this sector is more remarkable because of the large share of inactive population residing in rural areas. Nevertheless, the agriculture sector continues to have the highest incidence of poverty, and the inadequate development of off-farm employment opportunities will continue to increase the vulnerability of the rural population to poverty. 
Access to services 
Lack of access to essential services such as heating, education, and health care is another form of poverty and deprivation. In some cases, households are affected both by a lack of sufficient income to cover basic food and nonfood needs and also by inadequate access to key services. In general, poor households have lower access to key services as do rural households where the infrastructure is poorly developed and alternative means are not affordable to many households.
In the Kyrgyz Republic, poor households as well as rural households are less likely to have access to such public services as communication and utilities. However, education and health services are more widely available. Nevertheless, as seen from the 2003 household survey, education levels and attainment are lower in poorer households, though the discrepancy between the poor and the non-poor is not so large in terms of general education. Gross enrollment rate for school age children is higher in richer households, ranging from 88 percent for the 1st quintile up to 94 percent for the richest quintile. Nevertheless, the negative picture in access to education is pertained mostly to poorer households. For example, one child out of three does not attend school is from the poorest quintile group. Only 3 percent of the prime age adults in the poorest quintile have higher education, compared to 25 percent in the top quintile.
As the survey has shown, health services are accessible for all population groups. Analysis of those that did not seek for medical assistance show that richer households prefer self treatment, while poorer households tend to refuse medical services because of lack of money. 
Access to transport, communication and utilities clearly shows different availability of these services among poor/non-poor and rural/urban households. Definitely, such services as central heating, pipeline gas, and hot water are mostly developed in urban areas, and low level of access to these services in rural areas is explainable. For illustration, while only 6 percent of a bottom quintile has access to central heating, a half of the top quintile reports such access. 
Nevertheless, there are services that should be equally accessible everywhere, such as access to clean water, communication, transportation, and reliable electricity. Regarding these services, there are striking differences between poor and non-poor households. Within the poorest quintile group 40 percent do not have access to clean water sources compared to 5 percent in the top quintile. Telephone service is available only for 7 percent of the poorest, whereas a half of the richest quintile has access to telephones. Electricity is available universally, but interruptions are more frequent in poorer quintile groups. Gap in access to public transport is not so large within groups, though the measure of access to transportation is not ideal one since it is measured as a distance to nearest public transport station.   
Characteristics of the poor
Many factors determine the consumption level and poverty status, important ones being the income level, employment status, level of education, ownership of assets, residence, and size of households. Typical poor household is located in rural area of a remote oblast, with an unemployed household head with general education and large family size, that owns none or small livestock. Based on the latest 2003 data, regression analysis produces following results. 
Households whose head is not employed have 9 percent less consumption level than the employed head, and this true in both urban and rural areas. Consumption level of a household with a head holding university degree is 25 percent higher than the average consumption level. Recipients of social benefits and private transfers are associated with low consumption level, while households with pensioners are better off in comparison to average consumption level.  
Access to land does not guarantee higher consumption – currently it is associated with lower consumption level. The poor do not have a lower endowment of land than the non-poor. However, having livestock increases household consumption for a considerable extent. 

Larger families with children have lower levels of consumption in both urban and rural areas. Consumption in multigenerational households is higher, and this fact is true both in the urban and rural population. Residing in Batken oblast means to have consumption level two times lower than in Bishkek. 
2. Gaps in poverty analysis

A list of topics below represents potential or ongoing studies that should fill gaps in analytical studies related to various aspects of poverty. 

· Rural poverty studies. Since poverty is concentrated in rural areas, many issues pertaining to rural poverty remain unexplored. Among potential subtopics for study are 

· Overview of agriculture/non-agriculture income and assets of poor rural households.

· Rural poverty dynamics and rural vulnerability to shocks. 

· Non-agriculture micro-enterprise activity in rural areas: Obstacles to development and expansion. 

· Livestock holdings and rural poverty. 

· Linkage between cotton production and poverty. 

· Rural migrants: Mechanisms and costs of remitting money to Kyrgyz. 
· Informal Economy/Shadow Economy. This study is already being carried by UNDP and is to be delivered in May 2006. The study aims to estimate the size of shadow economy, and since most small and middle enterprises tend to operate in shadow economy, the study aims to provide policy recommendations to encourage SMEs operate in formal economy. 
· Labor market, employment and poverty. This analysis is being carried by the World Bank, and will be incorporated into Poverty Profile update for 2004 as a separate chapter. The study will thoroughly explore the employment situation, check sensitivity of unemployment rate, and see how employment status and poverty status are connected.  
· Migration, remittances and poverty. The topic of labor migration is of great interest in terms of explaining growth and poverty reduction. While this study can be complicated to conduct based on unreliable data, every year a baggage of knowledge and studies about this topic is increasing. 
· Private Sector and Poverty Reduction. Development of private sector is essential for poverty reduction. UNDP considers learning and developing new mechanisms to collaborate with private sectors in poverty reduction initiatives. 
3. Policy actions

· Continue providing support to NSC to develop various methodology areas of poverty estimation. Though NSC accumulated solid expertise and potential in conducting surveys and estimating poverty, the continuous methodological assistance is needed for various aspects of poverty analysis. For instance, child poverty estimation methodology needs to be developed. Current application of consumption per capita approach versus general poverty line gives skewed estimation for poverty rate among children. Another example is development of non-material poverty estimation that is being mainly the extent of deprivation from public and private services.  
· Consider a pilot project on computerization of the household survey data collection. This proposal means equipping interviewers with special computers to collect information from households in electronic forms. This will improve efficiency of the survey data collection and shorten the period of poverty data dissemination, as well as decrease fixed costs. NSC may start from pilot project in one oblast to accumulate expertise and upon satisfactory results expand this project to various.    
· Closer analytical and advisory work with the Ministry of Labor and Social Protection in terms of using NSC poverty findings in anti-poverty implementation programs. 
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