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Executive summary

Between 2009 and 2019, the EU use of budget support and blending was
suitable to channel most part of a substantial, soundly formulated aid

package that was well aligned with Kyrgyz national and sector development
strategies

The EU and the Kyrgyz Republic established a strategic partnership that touched upon issues
that were very relevant and important for both parties, for the larger Development Partner
community and, especially, for the Kyrgyz citizens: i) Good governance and democratisation, ii)
Growth and economic development, iii) Building effective public policies, and iv) Reducing
poverty and inequalities. Both Budget support and blending are, in general, appropriate
modalities to implement EU aid in the country.

e Budget support accounted for around 60% of the bilateral aid envelopes, with a total allocation
of EUR 174.11 million, of which 52.5% were devoted to the education sector, 40% to Social
Protection (including Food Security) and PFM and 7.5% to electoral reform.

e Blending operations covered by this evaluation! were implemented in collaboration with
EBRD, SECO and EIB and included EU grants totalling EUR 80.92 million, of which Water
absorbed 77.4% and energy 22,6%.

Total allocated funds in BS operations Total allocated grants (Investmentand
(inc. TA), per sector in EUR million TA), per sector in EUR million
13,00

18,30

69,35

91,76
62,62

= FS/SPSP/PFM Education Elections m Water = Energy

e EU cooperation was well aligned to the national and sector policy frameworks, as well as to
EU strategic documents and guidelines.

e The potential success of programmes and projects transcends the choice of modality. It very
much depends on having a joint strategy, along with government ownership and leadership
and counting on favourable broader contextual factors.

e During most of the 2009-2019 period, local context was moderately positive and EU-Kyrgyz
relations remained stable and strong, especially considering the politically and economically
challenging international and regional contexts.

e The COVID-19 pandemic and the events that arose during and after the Parliamentary
elections of October 2020 severely altered this climate of stability in the short term, eventually
tending towards stabilization during 2021.

Budget support and blending were complementary, each with its own
characteristics and advantages. In the Kyrgyz Republic the design and

implementation of budget support programmes was overall more polished

than for blending projects.

Budget support and blending have successfully co-existed although with little interaction
between them during the evaluated period, as sectors covered by each modality were very
different and no particular operational synergies were found, except the common expectation
for both modalities to contribute to the same overall objectives of the EU-Kyrgyz partnership.

1 This evaluation covers blending operations in water and wastewater and energy and does not include projects in the
SME nor Solid Waste sectors.
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EU-funded interventions were coherent and complementary with interventions from other
Development Partners, who coordinated well thanks to the work within the (mostly donor-
driven) Development Cooperation Council (DPCC).

Because budget support has been used for longer by the EU, overall programmes had
comprehensive and beneficiary-focused Intervention Logics and accountability of
implementing parties towards the EU and other stakeholders was good. This allowed that
budget support programmes evidenced the links between EU inputs and GoK policy
outcomes better than blending projects.

Budget support programmes incorporated clearer mechanisms for comprehensive, structured
and strategic policy dialogue, while blending projects have a narrower scope, but still
addressed specific and important topics (e.qg. tariff reform).

Funding of blending operations partly compensated the lack of public and private investment
and the fluctuant allocation of GoK capital budget in infrastructure-heavy sectors (e.g. basic
public services, energy, transport). Leverage was generated and the amount of mobilized
funds was larger and more traceable in blending projects than in budget support, responding
more directly to closing the infrastructure gap. The origin of project funding were loans from
IFIs and donor grants, no evidence was found on private sector financing being attracted.

EU support helped GoK to build stronger frameworks and more capable
institutions that improved their performance, but shortages in the delivery of
public services to the population remain.

EU support contributed to improving legal, policy and institutional frameworks and helped the
Government of the Kyrgyz Republic (GoK) to produce more and better-quality goods and
services for its citizens. Some progress was observed in development outcomes in social
protection and education and is also expected in water and energy once the blending operations
end. Nevertheless, the technical and financial sustainability of service delivery is uncertain given
the limited capacity, the budgetary restrictions and the lack of cost recovery of basic services.

Paolicy dialogue was a key EU input, especially accompanying GoK to formulate more
comprehensive and coherent policies. Technical Assistance was instrumental to building
capacity in the sectors. Both inputs were more effective and efficient when the EUD was directly
involved in the implementation process.

EU cooperation, especially in budget support sectors, helped to improve the legal, policy and
institutional frameworks, nudging reforms to move along the right track, although effective
policy implementation has been slow in many cases.

Development of capacities of GoK entities (and of the utility companies in water and energy)
showed a positive trajectory. The private sector and the role of civil society was also reinforced.

BS disbursements created fiscal space that helped to finance public services. Blending
operations financed economically feasible projects (but not commercially viable) in the water
and energy sectors with high potential environmental and social benefits.

Relevant increases in access and the use of some public services by the Kyrgyz population
were observed in social protection and education, and the people’s trust in sector institutions
improved. Nevertheless, coverage and quality of services is still insufficient and a substantial
part of needs remains unattended.

The electoral system was successfully reinforced, and the percentage of voters satisfied with
democracy in Kyrgyzstan raised significantly between 2014 and 2017, but fell dramatically at
the end of 2020.

Scarce human and financial resources, high staff turnover and political instability puts the
sustainability of GoK efforts into question. In the water and energy sectors, sustainability is
uncertain, particularly while private investment remains low, the State continues to subsidize
consumption and tariff reforms are not implemented.
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Moderate growth and relevant progress in poverty reduction were

achieved, although inequalities remain high, and the rural-urban and
gender gaps have widened in the 2009-2019 decade

Poverty reduction in the Kyrgyz Republic has been very notable, but equity and inclusion have
seen little progress. Growth has been moderately good albeit very bumpy during the decade,
but the differences in GDP and quality of life between rural and urban areas have not been
reduced. Additionally, the relative conditions of women and ethnic minorities have not
substantially improved in the period.

¢ Monetary poverty reduction has been successful (from 38% in 2012 to 20%in 2019) and
extreme poverty has been virtually eliminated (4.2% in 2012 and 0.8% in 2019), but more
than half the population remain very vulnerable, not far above the poverty, especially in rural
areas.
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¢ National GDP grew moderately in the period (4.4% annually in average) while economic
activity that has boosted growth (e.g. construction and repair of transport infrastructure)
remained focused mainly in the cities. Thus, the economic gap between cities (Bishkek and
Osh) and the rest of the country widened.

¢ Employment remains largely informal and unequal. The total number of formally employed
persons rose only by 1% annually and growth concentrated in Bishkek and Osh City while
rural areas stagnated. The number of formally employed men increased (+14,2%) but women
barely grew (+1,24%), despite clear improvements in female professional qualification.
Considering that the total working-age population increased by 7%, in practice, proportionally
less women are working in 2019 compared to 2009.

e The Gini index of income inequality for the Kyrgyz Republic steadily, albeit modestly
decreased (indicating less inequality) and the score on Oxfam’s Commitment to Reducing
Inequality Index has improved. The multi-dimensional United Nations’” Human Development
Index has slightly improved. Overall, this suggests GoK had good intentions to increase
equity, but results so far are modest.

e The incorporation of cross-cutting issues (gender, environment and inclusion of minorities)
into EU operations was insufficient, with the exception of the electoral reform BS. This was
partially corrected during implementation, particularly for education and energy and, overall,
some efforts for increased consideration of these issues have been made recently, namely
for gender mainstreaming.

Xi
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The goals of EU-Kyrgyz partnership can be jeopardized by the lack of
available data to assess which are the effects of GoK policies and donor

support. This makes the overall picture of high-level effects of EU-Kyrgyz
cooperation rather blurry.

e GoK policy and Development Partners’ support have been severely affected by the country’s
weak capacity to compile and publish reliable data on economic and social development and
public policy implementation. Gaps and inconsistencies have shown in a wide range of data,
from aggregated indicators (GDP, employment) to socio-economic information (household
surveys), sector outputs and outcomes.

e The EU has provided relevant support to develop GoK’s monitoring capacities (e.g. EMIS in
the education sector) but overall many outcomes and impacts are not yet well tracked. This
was a particular challenge for EU budget support operations, as this modality is designed to
follow national strategies and relied on monitoring systems that are still too basic and do not
always contain accurate information.

¢ In blending operations, financial and infrastructure-oriented supervision is not fully combined
with mechanisms that systematically identify the expected effects on the beneficiaries. Most
blending operations do not specifically describe needs on the population during project
design, nor do they include indicators to track the actual effects of project deliverables
during/after implementation. Development outcomes and impacts are often declared as
project objectives but not properly conceptualized, nor followed-up.

MAIN RECOMMENDATIONS

EU and GoK should continue to develop and elevate their strategic partnership, building on past
experience and consolidating the underlying principles of their collaboration. Promoting
democracy and fighting corruption are essential issues that transcend specific operations but more
than ever should continue to be at the centre of high-level political dialogue. Programmes and
projects can be more ambitious and specific on their expected contribution towards achieving high-
level effects (impacts): Promoting inclusive growth and reducing poverty and inequalities.
Helping GoK to reduce inequalities and effectively mainstreaming cross-cutting issues into
policies, programmes and projects should be a priority of EU support to the Kyrgyz Republic in the
2021-2027 period. EU interventions should particularly be aimed at contributing to close the urban-
rural gap and promote the effective inclusion of women and ethnic minorities. The challenge is to
transcend the generic references to inclusion and cross-cutting issues that are included in the
design of EU interventions. This can be done, for instance, by elevating the importance of gender
and inclusion in policy dialogue and in capacity building actions or disaggregating performance
indicators of budget support programmes. In blending operations, the assessment of the needs of
the beneficiaries must be more detailed and more outcome indicators that monitor how project
outputs (infrastructure) improve the quality of life of vulnerable persons or areas must be included
in the monitoring system.

GoK and its cooperation partners urgently need to address the severe shortage and inaccuracy
of data at the project, sector and aggregate levels. GoK policy and donor support need to be more
evidence-based and count on more, better-quality, publicly available and updated information,
especially on outcome and impact indicators. EU could devote part of its funds to supporting to
the Statistics Office to increase its overall capacity, its links with sector information systems and,
more specifically, enlarging and improving the Kyrgyzstan Household Integrated Survey. Involving
and supporting CSOs in an overview role would also increase the transparency and accountability
of GoK policy and donor support. More specific measures can be considered as part of budget
support programmes to boost Monitoring, Evaluation and Learning. This includes running studies
to help establish baselines, fine-tune sector targets and performance indicators and/or identify
determining factors of outcomes and impacts, especially for key issues like growth and poverty
reduction in rural areas, gender equality and inclusion.

As of 2021, the EU and GoK should consider using the same modality structure (i.e. budget
support for governance and social sectors and blending for infrastructure-related sectors) and
continue improving their design and implementation. The clear exception to this continued use of
BS would be any future support to electoral reform, which should rather be a project, unless it is
included as part of a bigger Rule of Law budget support programme. A possible simultaneous
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use of blending and budget support in the water sector is an interesting option that will require
the adoption of a sector strategy based on Integrated Water Resource Management by the Gok,
establish baselines and targets for possible performance indicators and build the accountability
and implementation capacity in GoK entities.

The EU should work with partner IFls to substantially improve blending projects design and
implementation. Intervention Logics need to be more comprehensive and transcend infrastructure-
related outputs, thus also measuring how the project has supported improved service delivery
(e.g. coverage rates of basic services), development outcomes (e.g. quality of life indicators,
WASH indicators) and the possible contributions to impact indicators. In policy dialogue, IFIs and
EU should be better aligned. Finally, the EU must have a bigger role in decision making and
overview of Technical assistance and capital grants, and the accountability and learning
arrangements of projects must be improved.

EUD and its cooperation partners must jointly explore ways of increasing the efficiency and
effectiveness of TA and grants to continue upgrading the capacities of institutions, utilities and
CSOs, which are still low. Budget support complementary support should continue to receive
substantial funding, as it has proven a key element of EU cooperation. For both modalities, more
focus should be put on increasing the technical sustainability of outputs and outcomes through a
more realistic assessment of the capacities of beneficiaries, their absorption capacity and ability
to continue delivering after donor support has ended. The EU also needs to have a more direct
involvement when it relies on other Development Partners to implement capacity building actions,
for instance through Trust Funds.
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UcnonHutenbHoe Pe3lome

B nepuopg c 2009 no 2019 roabl, MCNoNb30BaHWe GIOMAXKETHOM NOSAEPKKU
u co-cpmHaHcupoBaHus EC 6bino nogxogawmm ans HanpaBreHus
6onbluen YacTu cywecTBeHHOro, 060CHOBaHHO chOpPMYySIMPOBAHHOIO

nakeTta NoMoLUU, KOTOPbIN ObIST1 XOPOLLO COrfacoBaH C
HauWOHaNbHbLIMU U CEKTOPanbHbIMU CTPaTErMAMU Pa3BUTUSA
KbiprbiactaHa.

EC un Kbiprbisckasa Pecnybnvka ycTaHOBWAM cTpaTermdeckoe napTHEPCTBO, KOTOpPOe
3aTparvMBano BOMpPOCbl, OMEHb akTyarnbHble U BaXHble Ans 06enx CTOpoH, Ana Gonee
LUMPOKOro coobLiecTBa NnapTHEPOB NO Pa3BUTUIO U, 0COBEHHO, ANs rpaxaaH KelprolactaHa:
i) [lobpocoBecTHOE ynpaereHne 1 gemokpaTtusauus, ii) PocT n akoHOMU4eckoe pasBuTme,
i) MocTpoeHne adheKTUBHOM rocyaapCTBEHHOM NONUTUKKL K iv) CokpalleHne 6eaHoCTH 1
HepaBeHcTBa. Kak OromgpkeTHas nogaepxka, Tak U CO-(pMHaHCMpoBaHMe, B LENOM,
ABNATCHA NOAXOAALMMN MOganNbHOCTAMY Ang peanu3auun nomowm EC B cTpaHe.

o bGrodxemHas noddepxxka coctaBuna okosio 60% KOHBEPTOB OBYCTOPOHHEW MOMOLLM, C
o0wmm 06bemMoM BbiaeNeHHbIX cpeacTB B pa3mepe 174,11 mnH. EBpo, n3 kotopbix 52,5%
OblNn HanpaeneHbl B cektop obpasoBaHus, 40% - Ha couuvanbHylo 3awmTy (BKMYas
NPOAOBOSIbCTBEHHYIO 6e3onacHocTb) N YI® n 7,5% - Ha nsbuparenbHyio pecpopmy.

o CosmecmHoe (puHaHcuposaHUe, OXBa4YeHHble OaHHOW OLEHKOW, OCYLIECTBISNUCL B
coTpyaHuyectse ¢ EBPP, SECO n EUNB v Bkntovanu rpaHTel EC Ha 06Lwyto cymmy 80,92 MnH.
EBpo, 13 KOTOpbIX Ha BOAHbIE pecypcbl ObINo BblgeneHo 77,4%, a Ha aHepreTuky - 22,6%.

Obuwee BblgeneHHoe duHaHcupoBaHue (BN + O6Las cymma BblAeNeHHbIX TPAaHTOB
TM) no cekTopam, MJIH eBpO (uHBecTUUMM 1 TM) NoO cekTopam, MIH €BpO
’

13,00

69,35

91,76

= Boapbl SHepreTuka

W pVHAHCOBbIV CEKTOP O6pasoBaHue BblIGOpbI

CotpyaHnyecteo EC 6bino Xopowo coeracogaHo € HaUMOHamNbHBIMW M OTpacsieBbIMU
nporpaMMmamu, a Takke CO CTpaTermyeckumMmn OOKYMEHTaMy U PYKOBOASALMMUN NPUHLMNaMu
EC.

MoTeHumnanbHLIN ycnex NporpaMm 1 NPOEKTOB BbIXOAWUT 3@ paMku Bblbopa MmogansHocTu. OH
BO MHOIrOM 3aBUCUT OT Hanuynsi COBMECTHOW crmpamezauu, OTBETCTBEHHOCTU U NUaepcTea
npaBUTENLCTBA, a Takke OT BnaronpuaTHbIX Bonee LWNPOKNUX KOHTEKCTYarbHbIX (DakTOpOoB.
B TeueHne Gonbwen vactn nepmnoga 2009-2019 rr., MmecmHbIli KOHmMeKkcm Oblil YMEePEeHHO
no3umueHbIM, a omHoweHus mex0y EC u KbipebiscmaHoM ocmasanucb cmabusibHbIMU U
MPOYHbLIMU, OCOBEHHO y4UTbIBAs MONIUTUYECKM Y SKOHOMUYECKN CIOXHbBIE MeXayHapoaHble 1
pervoHarbHble YCroBuS.

Mangemma COVID-19 u cobbITHs, BO3HMKLLME BO BPEMS M Nocrie napnamMeHTCKUX BblbopoB B
okTsibpe 2020 roga, cepbe3HO U3MEHUNU 3Mom Kraumam cmabusibHOCMU B KPaTKOCPOYHOM
nepcnekTnee, B KOHEYHOM CHETE, HAMETMB TEHOEHUMIO K cTabunmsaumm B TedeHne 2021
roga.
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BrogxeTHas nogaepkka U cocpuHaHCcMpoBaHMe AONOJSTHANMU APYr Apyra,
KaXAblA U3 HUX UMes1 CBOM OCOGEHHOCTU M NpenmyLlecTBa. B
Kbiproizackon Pecnybnuke, paspaboTtka u peanusaymsa nporpamm
Ol0MKeTHOM NoanepXKku bbina B uenom 6onee otwnudégoBaHa, 4Yem C
NpPoeKTamMmm COBMeCTHOro (puHaHCMpoOBaHUA.

BiogpkeTHas nopgdepxka M codmMHaHCUpoBaHME YCMEeLWHOo COCyLecTBoBanum, XoTd U C
HeBOoMbLWNM B3aUMOAENCTBUEM MEXAY HUMU B TEYEHME OLIEHMBAEMOrO Nepnoga, Tak Kak
CEeKTopa, oxBaTbiBaeMble KaXaon MoAanbHOCTLI0, ObINTM O4EeHb Pa3HbIMU, U HE ObINO BUAHO
0CODbIX OnepauMOHHbLIX COrfacoBaHWA, 3a WUCKIIOYEeHMeM OOLIMX oXxuaaHuni, 4Tto obe
MoZanbHOCTK OyayT cnocoGCTBOBaTb AOCTMKEHMIO obwmx uenen naptHepctBa EC-
Kblprel3cTaH.

Meponpuartus, pmHaHcupyemble EC, 6binn coziacosaHs! u O0NOHAU MEPONPUATUA OPYTnX
napTHEPOB MO Pa3BUTUIO, KOTOPbIE XOPOLLO KOOpAMHMPOBanNuck brarogaps pabote B pamkax
(B ocHoBHOM ynpaBnsiemoro goHopamu) CoBeTa No COTPYAHMYECTBY B LENsIX pasBuTUSA
(DPCC).

MockonbKy GrogkeTHas nogaepxka ucnonb3oBanace EC gonble, nporpammbl B LIENOM
UMenn KOMMSEKCHYI0 U OPUEHTUPOBaHHYK Ha GeHedumumapoB NOrMKy BMeLLaTenbCTBa, U
NnoaoTY4EeTHOCTb peanusylowmx cTtopoH nepeg EC w  gpyrumu  3avHTepecoBaHHbIMU
CTOpoHamu Obinia Hagnexailen. 3TO NO3BOMUIIO NporpaMmmam OGHMKETHON MOAAEPXKKU
NPOAEMOHCTPUPOBAaTh c853b Mexay Bknagom EC n pesynbtatamm NONMTUKM NpaBUTENbCTBA
Kbiprbidckon Pecnybnuku nydile, 4em B NpoeKkTax copMHaHCMPOBaHUS.

Mporpammbl GrOMKETHOW NoadepXkku BkNovanu B cebs Gonee 4veTkne mexaHusmbl Ans
BCECTOPOHHEr0, CTPYKTYPUPOBAHHOIO U CTpaTernyeckoro duasioea o 8orpocam rnofaumuku,
B TO BPEMS Kak NPOEKTbl COBMECTHOrO (bMHaHCUPOBaHUA nmenu Gonee y3kui oxeaT, HO BCe
)Xe 3aTparnBany KOHKpeTHbIEe U BaXkHble TeMbl (Hanpumep, pecdopma Tapudos).

durHaHCcupoBaHMe onepaumii CoPUHaAHCMPOBAHUSA YaCTUYHO KOMMEHCUpoBano Hedocmamok
2ocy0apcmeeHHbIX U YacmHbIX — UHeecmuuul W  HecTabunbHOe pacnpegeneHve
kanutaneHoro 6iogketa lNpaButensctBa KP B cekTopax C BbICOKONM WUHPACTPYKTYPHOM
Harpy3kon (Hanpumep, OCHOBHblE TFOCYAApPCTBEHHbIE YCMyri, 3HepreTuka, TpaHcnopt). B
pamKax NPOeKTOB COBMECTHOro hmHaHCMpPOBaHUs BbiNn Co3aaHbl peidazu 8o30elcmeus, a
o6bem MOOUNM30BaHHbIX CpeacTB Obin Gonblie M nydwe OTCrexuBarncsd, YeM B pamkax
OlopKeTHON noadepkkn, 4To 6onee HenocpeacTBEHHO CMOCOOCTBOBANO YCTPaHEHUIO
NH(PPaCTPyKTypHOro paspbiBa. VICTOYHMKOM (pMHAHCMPOBaHMSA NPOEKTOB ObiNn KpeauThbl
M®W 1 rpaHTbl 4OHOPOB, AOKa3aTeNbCTB NpUBMeYeHnss OMHAHCMPOBAHNSA YaCTHOrO cekTopa
He OBHapyXeHO.

Moppnepxka EC nomorna lNMpaButenbctBy KP co3patb 6onee npoyHblie
CTPYKTYpbl U 6onee AeecnocobHble UHCTUTYTbI, KOTOPbIe YIy4LNUIn
CBOIO paboTy, HO He4OCTaTKM B NpefoCTaBfieHUN rocyfapCTBEHHbIX
ycnyr HaceneHuio OCTarTCs.

Moopmepxka EC  cnocobGcTtBoBana — ynyyweHWO  NPaBOBOW,  MNOMUTUYECKOW U
MHCTUTYLMOHANbLHON OCHOBbI M nomorna npasuTensctBy Kbiproidckon Pecny6nuvku (KP)
npov3BoanTb Oonblle M KayecTBEHHEe TOBApPOB W YCNyr Ans CBOMX rpaxaaH.
OnpepeneHHbIn nporpecc Habnganca B 4OCTUXKEHUM pe3ynbTaToB pa3BuTus B 06nactu
coumanbHOW 3almTbl 1 00pa3oBaHMs, a Takke OXNOaeTca B CEKTopax BoAOCHAGXeHUs n
3HEepreTMKM Mnocne 3aBepLleHust onepauuii COBMECTHOIO (OUHAHCUMPOBAHUS. TeM He
MeHee, TexHu4yeckas U (UHAHCOBasi YCTOMYMBOCTb MPEAOCTABIEHMS YCNYyr OCTaeTcs
HeonpeaeneHHoOW, yYnTbiBasi OrpaHNYEHHblE BO3MOXHOCTU, BIO4KETHbIE OrpaHnUYeHns u
OTCYTCTBME BO3MELLEHUS 3aTpaT Ha OCHOBHbIE YCIYTH.

o [luanoz no eornpocam nonumuku 6bin knoyeBbiM BkNagom EC, ocobeHHO mpu okasaHum
nomotum MpasutensctBy KP B dhopmynmnpoBaHum 6onee KOMMIEKCHON 1 NocreaoBaTenbHON
NONUTUKN. TexHu4Yeckas MoMouWb Cbirpana BaXHyK poSib B HapaliMBaHuM NoTeHuuana B
cektopax. O6a Bknaga 6binn 6onee ahPeKkTMBHLIMU N AENCTBEHHBIMK, Koraa Oeneraums EC
Oblna HenocpeacTBEHHO BOBIIEYEHa B NPOLECC peanusaumu.

e CoTpygHuyectBo EC, ocobGeHHO B cekTopax GroKeTHOM noaaepXku, NOMOrNOo yr1yyuwume
rpasosyro, MoauMuUYeCcKyro U UHCmMmumyuuoHanbHyro 6a3y, NOLATONKHYB pedopmbl K
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NPOABWKEHUIO NO NPaBUITbHOMY MyTU, XOTS 3P(EKTUBHOE BHEOQPEHME MOMUTUKA BO MHOMMX
cny4vasx b0 MeafeHHbIM.

Passutne nomeruuana ctpyktyp MNpaButensctBa KP (M KOMMyHarnbHbIX koMnaHui B cdepe
BOAOCHAOXEHMA U SHEepreTvkn) OEMOHCTPUPOBASIO MOMOXUTENbHYIO AMHAMUKY. YacTHbIN
CEKTOP M pOorib rpaxaaHcKoro obLuecTea Takke Obinn yCUNeHsol.

o Bbinnatbl No NuHMN BIOHKETHOW NOAAEPKKN CO34ann uckasribHOe MpocmpaHcmao, KoTopoe
noMorno  uHaHcMpoBaTb  rocydapcTBeHHble  ycnyrn.  CoBMeCTHble — onepauuu
UHaAHCHMpPOBanNn  9KOHOMUYECKU 0BOCHOBaHHbIE  poeKkmbl (HO HEe  KOMMepPYeCcKu
XWN3HEeCnocobHble) B BOOHOM W 3HEpPreTMYeCcKOM CeKTopax C BbICOKMM MNOTEHUManom
9KOMOrMYeCcKnx N coumarnbHbIX BbIrog.

3HaunTenbHoe yBenuyeHne 4oCTyna U UCrosib30BaHUSA HEKOTOPLIX 20CydapCmeeHHbIX yCrlye
HaceneHnem KbiprbeidactaHa Habnoganock B cdepe coumanbHOM 3awmTbl 1 06pa3oBaHus, a
TaKke NOBbICUIIOCb JOBEPME HACENEHUS K yUpEeXAEHNAM CEKTOPOB. TeM He MeHee, oxBaT U
Ka4yeCcTBO YCnyr BCe elle HeAoCTaTOuYHbl, M 3HaYUTEeNbHasa YacTb NoTpebHoCcTen octaeTca
HeyaoBNeTBOPEHHOMN.

N3bupaTtenbHaa cuctema Oblna ycnewHoO YKpenneHa, W npoueHT usbupatenen,
YyOOBINETBOPEHHbIX Oemokpamuel B KblprbldacTaHe, 3HaunTenbHO Bbipoc B nepuog ¢ 2014 no
2017 rogbl, HO pesko ynan B koHue 2020 roga.

OedunumnT noackmx n UHaAHCOBLIX PECYPCOB, BbICOKAs TEKYYeCTb KagpoB M MNONUTUYECKas
HecTabunbHOCTb CTABAT No4 BONPOC ycmoudyusocms yeunui npaeutensctea KP. B cektopax
BOAOCHABXXeHWS N 3HepreTUKM YyCTOMYNBOCTb HesiCHa, 0COBEHHO B YCNOBUSIX, KOrAa YacTHbIe
WHBECTMLMM OCTalOTC Ha HU3KOM YPOBHE, roCy4apcTBO nNpoaosmkaeT cybecumampoBaThb
notpebrieHne, a TapudHble peopmbl HE MPOBOASATCA.

[JOCTUrHYT yMepeHHbIA POCT U COOTBETCTBYIOLMWU Nporpecc B
COKpalueHun 6egHOCTU, XOTH HepaBeHCTBO OCTaeTCA BbICOKUM, a
pa3pbIB MeXxAay Cerniom U ropoaoM U reHAepPHbIA paspbiB yBENUYUIICS B
nepuopg gecatunetus 2009-2019 rr.

CHwmxeHune ypoBHa ©egHocTn B Kbiprbisckon Pecnybnuke 6bino oveHb 3aMeTHbIM, HO B
obnacTtu paBeHCTBa M MHKMO3UN Nporpecc bbin He3HaunTenbHbIM. PocT 6bin yMepeHHo
XOPOLLUMM, XOTS U OYEHb HEPOBHbIM B TEYEHME OECATMNETUsI, HO pasnunums B BBIT u
KayeCTBE XN3HW MeXAy CernbCKON MECTHOCTbIO M TOPOACKUMUN PAaNOHAMWN HE YMEHbLLMITUCh.
bonee Toro, OTHOCUTENbBHLIE YCITOBUS XXU3HU XXEHLMH U 3THNYECKNX MEHBLUMHCTB 3a 3TOT
nepvog CyLeCTBEHHO HE YNyYLINIINCD.

e CokpaweHue bedHocmu B OEHEXHOM BblpaxeHuun 6bino ycnewHsiM (¢ 38% B 2012 rogy Ao
20% B 2019 rogy), a kpanHas 6eQHOCTb NpakTUYeckn nukeuamnposaHa (4,2% 8 2012 rogy n
0,8% B 2019 rogy), Ho 6Gonee MONMOBWHbI HACENEHWs] OCTAOTCA OYEHb YS3BUMbIMWU, HE
BbIXOASALUMMM 38 paMku 6e4HOCTM, OCOOEHHO B CENbCKON MECTHOCTM.
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e HauunoHanbHbin BBl B 3TOT nepmoa poc ymepeHHbiMy TeMnamu (B cpeaHem Ha 4,4% B rog),
B TO BPEMS KaK XO3AWCTBEHHO-3KOHOMMUYECKas AesaTernbHOCTb, CnocobCcTBOBaBLIas pocmy
(Hanpumep, CTPOMTENBCTBO WM PEMOHT TPaAHCMNOPTHOM WHGPACTPYKTYypbl), OCTaBanacb
COCpPEeAO0TOYEHHOM B OCHOBHOM B ropogax. Takum o6pa3om, 3KOHOMUYECKMI pa3pbiB MexXay
ropogamu (buikek n OLw) 1 ocTanbHOM YacTbio CTPaHbI YBESTMUUIICS.

e 3aHamocmb OCTaeTcsl B OCHOBHOM HedopMarnbHOW M HepaBHOMepHon. OOwee umucno
ohmumManbHO 3aHATLIX UL, YBENUYMBANOCh Nuwb Ha 1% B rod, v pocT Obln COCPEAOTOYEH B
Buwkeke n ropoge Ow, B TO BpeMs Kak B CENbCKOW MECTHOCTU Habntoganacb crarHauus.
Yuncno dpopmanbHO 3aHATBIX MYXXYMH yBennuunocs (+14,2%), HO XXEHLUWH NOYTU HE BbIPOCIIO
(+1,24%), HeCcMOTpPSA Ha sIBHOE ynydlleHne npodecCUOoHanbHOM KBanuUKaunm XeHLUH.
YuntbiBasi, 4TO 06LLAs YNCIIEHHOCTb HaceneHus TpyaocnocobHoro Bo3pacTta yBenuumnach
Ha 7%, Ha npakTtuke, B 2019 rogy no cpasHeHuto ¢ 2009 rogom paboTaeT nponopLMoHansHO
MEHbLLE XEHLLMH.

o NHgekc xnHn HepaseHcmea poxonoB ansa Kblpreidacko PecnyOnukm HEYKNOHHO, XOTS U
He3HaunTesnbHO, CHWXancsa (ykasblBasi Ha MeHbLlee HepaBEHCTBO), a OLeHKa no MHaekcy
NPUBEPXKEHHOCTU CHMXEHUIO HepaBeHcTBa Oxfam ynydwmnacb. MHOromMepHbi MHOEKC
yenoseyeckoro pa3sutusa OOH HemHoro yny4dwwmncs. B uenom, aTo roBopuT O TOM, 4YTO Y
MpasutensctBa KP 6binv 6narne HamepeHnsi NOBbICUTL YPOBEHb PaBEHCTBA, HO pe3ynbTaThbl
MOKa CKPOMHbIE.

e BknoyeHne ck803HbIX BONPOCOB (reHaep, oKpyXKatoLias cpefa v BKIIOYEHNE MEHBbLUUHCTB) B
aesatenbHocTb EC 6bin0O HemocTaTouHbIM, 3@ WCKMOYEHWEM OHKETHOM NOoOLEPXKKM
n3bupartenbHon pehopMbl. ATO GbINO YaCTUYHO MCMPaBEHO B X04€e peanu3aunm, 0COOEHHO
B obnactn o6pa3oBaHus 1 IHEPreTukK, 1 B LLenom, B nocnegHee BpemMs 6binv npeanpuHSThbI
HeKOoTopble ycunusa ansa 6onee WMPOKOro pacCMOTPEHUS 3TUX BONPOCOB, B YaCTHOCTU, AN
y4yeTa reHaepHon npobnemaTtumku

Llenn naptHepcTBa EC 1 KbiprbiactaHa MoOryT 6bITb NoCcTaBrneHbl o,
yrpo3y u3-3a oTCyTCTBUSA OaHHbIX, NO3BOJIAIOLWMNX OLEHUTb BIINAHUE

nonutuku NpaeutenocTBa KP n goHopckon noanepXxku. 3t1o genaer
o6LUyH0 KapTUHY pe3ynbTaToB coTpyaHuyecTtBa EC n KbiprbiactaHa Ha
BbICOKOM YPOBHE [JOBOJIbHO Pa3MbITOM.

e [Monutuka npaeutenbctBa KP 1 nogaepkka napTHEPOB MO pa3BUTUIO CEPbE3HO NOCTpaaanm
n3-3a cs1abo2o nomeHyuana cmpaHbi o cocmaesseHuro u nybrnukauuu HadexxHbix 0aHHbIX 06
9KOHOMMYECKOM W COLManbHOM pasBuUTUM W peanu3aumm rocygapCTBEHHOM MOSIUTUKN.
Mpobenbl 1 HECOOTBETCTBMUS MPOSIBUNMCH B LUMPOKOM CMEKTPE AaHHbIX, OT arperMpoBaHHbIX
nokasatenen (BBI1, 3aHATOCTb) [0  coOUMANbHO-IKOHOMWYECKON  MHOpMaLMK
(obcnepoBaHMa 4OMOXO3ANCTB), Pe3ynbTaToB AEATENIbHOCTM CEKTOPOB M UTOrOB.

e EC npepoctaBun COOTBETCTBYIOLLYHO NOAAEPXKKY ANSA Pa3BUTMS NoTeHunana MoHUMmopuHaa
co cTtopoHbl Mpasutensctea KP (Hanpumep, UCY B cektope obpasoBaHusl), HO B LENoOM
MHOrne pesynbTaTbl U BO3OENCTBUS €LLe He OTCNEXNBAOTCA AOMKHBIM 06pa3om. JTO cTano
ocobon npobnemon ana gedarenbHocTn EC no OGromkeTHOM nogaepxke, Tak Kak 3TOT
MEeXaHU3M paccynTaH Ha crieioBaHNe HaUMOoHanbHbIM CTpaTernsam 1 onMpaeTcs Ha CUCTEMbI
MOHUTOPUWHra, KOTOpble Bce elle sBnsaTca 6as3oBbIMM M HE Bcerga copepXkaT TOYHYH
WMHdopMaLnio.

e B pamkax onepauni comHaHCMpoOBaHMS, (PMHAHCOBbLI U MHAPPACTPYKTYPHBIN Had30p He
MOMHOCTBLID COYeTaeTcd C MexaHuM3MaMu, KOTOpble CUCTeEMaTM4ecku onpenensitoT
oXuaaemble nocneactena anst 6eHeduumapoB. BONbLWMHCTBO CMELLAHHLIX Onepaunni He
ONUCbIBAKOT MNOTPEOHOCTM HaceneHuss B xode paspaboTkm npoekTa W He BKH4YakT
nokasatenu Ans OTCnexmBaHUsA (akTUY4eCcKoro BO3AENCTBMS pe3ynbTaToB MNpoekTa BO
Bpemsi/nocne ero peanusauummn. Pe3ynbTaTbl pa3BuTUSA U BO3GENCTBUS YacTo AeKNapupyroTcs
Kak Luenu npoekTa, HO He KOHLeNTyanuanpyTcsa AOMKHbIM 06pa3oM 1 He OTCNEXUBAOTCS.
OCHOBHbIE PEKOMEHOALUA

1. EC u lNpasumenbscmeo KP OormkHbI npodosmkamb pa3gueams U Mosbiliame yPO8EHb C80E20
cmpameauyecko2o napmHdepcmea, Onupasicb Ha [pPOWsbIU  OfNbim U yKpennss
OCHogorioNazarouue npuHyUnsl cgoe2o compyoHudecmea. lNpoasmxeHue OeMoKpaTum U
G6opbba C koppynuuen ABMSIOTCA BaKHEWLLMMM BOMPOCAMW, KOTOPblE BbIXOASAT 3@ paMKu
KOHKpEeTHbIX onepauui, Ho 6Gornee 4em korga-nnMbo [OOMKHbI OCTaBaTbCA B LEHTpe
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MONMUTUYECKOro Amanora Ha BbICOKOM ypoBHe. [MporpamMmmbl 1 NpoekTbl MoryT ObITb Goree
amMBULMO3HBIMU N KOHKPETHbIMA B OTHOLUEHUM WX OXWUAAeMoro BKraga B [OCTWKEHWe
pe3ynstaTtoB (BO3OEWUCTBUMA) BbLICOKOrO YpoBHS: COAENCTBUE WHKIIO3VBHOMY POCTY W
cokpaLyeHuio 6eqHOCTN N HepaBeHCTBa.

2. lNomowb npasumernscmey KP 8 cokpaweHUU HepagseHcmea U 3¢hheKmu8HOM BKITHOYEeHUU
MEXXCEKMOPHbIX 80MPOCO8 8 MONUMUKY, [pogpaMmMbl U POeKmbl OO/mKHa Obimb
npuopumemom noddepxku EC Kbipabisckol Pecnybnuku 6 nepuod 2021-2027 ea.
Bmewatensctea EC gomkHbl 6bITb 0COGEHHO HanpaBneHbl Ha COOLEWCTBME YCTPaHEHUIO
paspbiBa Mexay ropogomMm u cenom n 3apPeKTUBHOMY BKITHOYEHUIO KEHLUMH U 3THUYECKUX
MEHbLUMHCTB. 3agada CoCToMT B TOM, 4YTOObl BbIATM 3@ paMKM OOLIMX CCbINOK Ha
WHKMIO3MBHOCTb M CKBO3HblE BOMPOCHI, KOTOPble BKMOYATCA B pa3paboTKy MHTepBEHLUUN
EC. 310oro moxHo p[obutbcsa, Hanpumep, MNyTEM MOBbIWEHUS BaXHOCTU reHOEPHOWN
npobnemaTnkn 1 UHKIO3UN B MONMTUYECKOM Ananore u B 4eATeNbHOCTM N0 HapalnBaHuio
noTeHuuana unm nytem pasbuBkym nokasartenen adpdeKTMBHOCTU MporpaMmm OHDKETHOM
nogaepXkn. B pamkax onepauuin coBMECTHOro OMHaHCUPOBAaHMS, OLEHKa MOTpebHOoCTewn
G6eHedmumapoB aomkHa ObiTb 6onee AeTanbHOW, @ B CUCTEMY MOHUTOPUHIa AOSMKHO ObiTh
BKIMIOYEHO Oornblue nokasaTernen pesynbTaTtoB, KOTOpPble OTCREXMBAIOT, Kak pe3ynbTaThbl
npoekTa (MHPPaCTPYKTypa) yNyyLLaoT Ka4eCTBO XU3HU YA3BUMbIX ML, UK MECTHOCTW.

3. lNpasumeniscmeo KP u ez2o napmmHepbl no compydHudyecmay OO/MKHbI CPOYHO peliumsb
npobsiemy ocmpol Hexeamku U HemMo4YHOCMuU OaHHbIX Ha MPOEKMHOM, CeKkmoparnbHOM U
aspeauposaHHoMm yposHsix. MNMonutuka npasutensctBa KP 1 nogaepxka OOHOPOB AOMKHbI
ObITb 60nee 060CHOBaHHLIMM 1 OnNMpaTbCst Ha bonbluee KonM4ecTBo, 6onee Ka4eCTBEHHOMN,
o6LenocTynHom 1 o6HOBNEHHOW MHpOpMaLmM, 0COBEHHO NO MHAMKATOpPaM pesynbTaToB U
Bo3genicteus. EC mor 66l HanpaBuTb YacTb CBOMX CPEACTB Ha nogaepxky Ctatuctuyeckoro
Komuteta gns noBbieHWss ero obuwiero noTeHuumana, ero CBs3eM C OTpacrneBbiMU
WH(POPMALMOHHBIMX  cucTeMamMm U, ©Oonee KOHKPETHO, pacLUMPEeHUs W yrydleHus
NHTEerpmpoBaHHoro obcrnenoBaHnst foMoxo3ancts KbiproidactaHa. BoBneyeHve n nogaepxka
opraHusauumn rpaxgaHckoro obwectea (OFO) B ponwn Habniogatenenm Takke NOBbICUT
Npo3paYHOCTb U NOAOTYETHOCTL nonutukn lMpaeutenbctBa KP 1 gOHOPCKOW MOAAEPIKKM.
Bonee KOHKpeTHble Mepbl MOryT ObiTb PACCMOTPEHbl B pamMKax nporpamMm OHpKETHOW
noaaepxku ansa ycunenms Monutopunra, OueHkn n O6yveHuns. OTo BKNOYAET NpoBeaeHne
nccneaoBaHUin, NOMOrarLWMX YCTAHOBUTb MCXOAHbBIE YPOBHU, YTOYHUTE LIENn U nokasaTenu
3(pPeKTUBHOCTN CceKkTopa W/unu BbISBUTbL onpegensiowme ¢akTopbl pes3ynbTaToB U
BO34€eNCTBUSA, 0OCOBEHHO NO TaKMM KIOYeBbIM BOMPOCaM, Kak poCT U cokpallieHne 6egHocTu
B CENbCKOM MECTHOCTU, reHAEPHOE PABEHCTBO M NHKITHO3US.

HayuHasi ¢ 2021 2o0a, EC u [lNpasumenscmeo KP O0smKHbI paccMompemb 803MOXHOCMb
ucrionib308aHuUsi Mol Xe cmpykmypbl ModanibHocmel (m.e. 6ro0xemHol rnodOepxKu Ons
20cy0apCcmeeHHo20 U coyuaribHo20 CeKmopos8 U COghUHaHcUposaHusi Orid CeKmopos,
cesi3aHHbIX C UHGbpacmpykmypou) u npodosmkame cogepuieHcmaeogams UX paspabomky u
peanusayuro. FBHbIM MCKIIOYEHMEM W3 3TOr0 AanbHenwero ucnonb3oBaHusa Bl 6yget
nobas byaywaa noggepxka msbvpartenbHon pedopMbl, KOTOpasi ckopee AOMmKHa ObiTb
NPOEKTOM, eCnn TONbKO OHa He BKMYeHa B Ooree KpynHyw nporpammy OHoKeTHOW
nogdepXkM BepxoBeHCTBa rpasa. Bo3moxHoe 0OOHOBpeMEHHOEe  UCMoSib3oBaHWe
cobmHaHcupoBaHnsa 1 BHOKETHOM NOAAEPKKM B BOOHOM CEKTOPE ABMNSAETCH MHTEPECHbLIM
BapuMaHTOM, KOTOPbLIN NOTPEBYET NPUHATUS CTPaTErNMN CEKTOPa Ha OCHOBE UHTETPUPOBAHHOIO
ynpaBneHns BOOHbIMW pecypcamm co cTopoHbl Mpasutensctea KP, yctaHoBneHna 6a3oBbix
N ueneBblX 3HAYEHWW ANA BO3MOXHbIX MHOMKATOPOB 3PMEKTUBHOCTM U CO3AAHMUSA
noTeHuunana nogoT4eTHOCTU M peanm3aunn B opraHax lNpaesutensctea KP.

4. EC OQomkeH pabomamb ¢ napmHepckumu M®O®OU Had cywecmeeHHbIM yriyqdueHuem
paspabomku U peanuaauuu rpoeKmos coghuHaHcuposaHus. Jlornka BMellaTenbCTBa
AomkHa ObiTb 6onee BCECTOPOHHEW M BbIXOAUTb 3a PaMKuM pPe3yrnbTaToB, CBSAI3@HHbIX C
NMH(PPaCTPYKTypon, Takum obpas3om, M3Mepss, Kak MPOEKT CrnocobCTBOBan yny4yleHWUo
npegoctaBneHnss ycnyr (Hanpumep, ypoBeHb oxBaTa 6a3oBbiMW ycnyramu), pesynbTaToB
pa3BuTUs (Hanpumep, nokasaTenu kadvecTtsa XusHu, nokasatenu BCI) 1 BO3MOXHbIN BKNag
B MHAMKaTOpbl BOo3aencTteusa. B nonutudeckom gmanore, MOU n EC pomkHbl nydwe
cornacoBbiBaTb cBou genctend. HakoHel, EC gormkeH nrpatb 6onee 3Ha4YMTENbHYIO Posib B

XViii
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NPUHATUN pelleHnd n o0b63ope TEXHUYECKOW MOMOLUM W KanuTarbHbIX FPaHTOB, a TakKke
Heob6XxoaUMO ynyyLINTb MeXaHU3Mbl MOAOTYETHOCTM U 0ByYeHUs B paMKax NPOEKTOB.

5. fenezayus EC/[] u ee napmHepsl 1o compyoHu4yecmasy 00/KHbI COBMECMHO U3y4umb rnymu
rnosbiWeHUs1 aghghekmusHocmu u pesyrnbmamusHocmu Tl u epaHmos, Ymobbi MpPodomKUMb
HapauwjueaHue rnomeHuyuasa eedoMcmes, KoMMyHasbHbIx cryx6 u OO, komopbil ece ewe
ocmaemcs HU3KuMm. brogxeTHasi noggepXkka, Kak OONOMHUTENbHas noggepxka, OOMmKHa
npoAonmkartb nonyyartb 3Ha4nTensHoe PuHaHCMpoBaHWE, NOCKONbKY OHa 3apekoMeHaoBana
cebs kak krno4veBon anemeHT coTpyaHmndectea EC. B pamkax obonx mexaHnsamos, criegyet
yaenaTb 60nblie BHUMaHUSA NOBbILLEHUIO TEXHUYECKON YCTOMYMBOCTU pe3ynbTaToB 1 UTOMOB
nytem 6ornee peanuCTUYHOW OLEHKM noTeHumana 6GeHeduumapoB, MX CNOCOBHOCTM K
OCBOEHMIO U CNOCOBHOCTM NpoJomkaTb paboTy Nnocne npekpalleHns JOHOPCKOW NOAAEPKKM.
EC Takke gomkeH npuHMMaTb 6onee HENOCPEeACTBEHHOE y4acTue, Korga OH nonaraeTcs Ha
ApYyrMx napTHEpPOB MO pasBUMTUIO B peanu3auunm MepornpusaTUn MO HapaluMBaHWIo
noTeHumana, HarnpumMmep, Yepes TpacToBble POHAbI.
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1 Introduction

1.1 Objectives and Scope of the strategic evaluation

As set out in the Terms of Reference (ToR), this evaluation will; i) provide an independent and
evidence-based assessment of EU budget support (BS) and blending operations in Kyrgyzstan,
including the effects achieved at outcome and impact level; ii) take stock of what has been
achieved and identify key lessons on what have been the main (positive/negative) factors which
have influenced the effectiveness and impact of the support provided through the two modalities;
iif) produce recommendations regarding how to improve current and inform on future EU BS and
blending operations and, in particular, how to foster synergies between the two modalities and
enhance learning across modalities.

The evaluation covers the period 2010-2019, with attention to pre-2010 and post-2019 activities
as necessary to establish the initial conditions for the analysis and take into account recent
developments. The two EU programming cycles under which the evaluation falls are 2007-2013
and 2014-2020. The evaluation examines EU BS operations in four main policy areas:
i) Education, ii) Social Protection (SP), iii) Public Financial Management? (PFM), and iv) Electoral
reform.® Regarding blending, the analysis focuses on the EU-funded operations in two sectors: i)
Energy; and ii) Water.# In terms of EU financing instruments, both bilateral and regional budget
lines are considered. The team also examines complementarity, synergies and divergences with
other EU interventions, including regional programmes and the support provided through thematic
programmes. The evaluation further pays special attention to what extent gender and ethnic
minorities issues are included in the support to all sectors. The analysis also covers the integration
of environment and climate change issues in the design and implementation of EU BS and
blending operations in Kyrgyzstan.

1.2 Management of the Evaluation

The evaluation was governed by a Management Group (MG) formed by representatives from DG
INTPA and the Government of Kyrgyzstan (GoK). Additionally, the EU Delegation to Kyrgyzstan
(EUD) and the European Bank for Reconstruction and Development (EBRD, as main partner of
the Commission for blending operations in Kyrgyzstan) were present as observers. The role of the
MG was to receive, comment and approve the outputs produced, as well as to guide the evaluators
and facilitate access to documentation and to relevant stakeholders and other actors. The main
deliverables of the evaluation were delivered electronically to MG members to comment.

1.3 Structure of the Final Report
The report is distributed in three Volumes:

¢ Volume I is this document, the main report, structured around seven chapters: After the
introduction (Section 1), the methodology is presented (Section 2), followed by Context
(Section 3), Detailed Findings reported by EQ and JC (Section 4), Lessons Learnt (Section
5), Conclusions (Section 6) and Recommendations (Section 7). Vol. 1 is designed as a
concise, self-standing document for the general reader, with multiple references made to
Volumes Il and .

e Volume 2 of the report includes the completed full Evaluation Matrix, addressing indicator
per indicator for each JC. a reader who wishes to have detailed information about a specific
area or topic dealt by the evaluation will necessarily need to consult VVol. 2 to obtain a clear
picture.

® Volume 3 gathers the different annexes with complementary information, including. i.a.,
the ToR, the Evaluation Matrix, Sector notes and sector Intervention Logics (ILs) and lists
of documents and persons interviewed.

2 PFM was included as part of the BS programmes that support the Social Protection sector. It is treated in EQ3 as a separate area of
analysis, as it is also relevant as overall context of EU aid and for all BS operations.

8 As the Food Security Programme supported thematic issues closely related to Social Protection, this intervention was analyzed as
part of the Social Protection sector.

4 EU blending operations in Kyrgyzstan cover two other sectors: SME development and solid waste, which are not part of this
evaluation.
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2 Methodology

2.1 Summary of applied methodologys

As a strategic evaluation, the task is to provide an overall assessment of EU support through the
budget support and blending modalities rather than to have an aggregation of individual
evaluations. EU-funded operations are grouped per sector or area of intervention included in the
scope of the evaluation. An overall Intervention Logic (IL) combines and aggregates the results of
the analysis of the IL of each sectors. This methodology is also designed as a pilot exercise, as
BS and blending operations had never been assessed in the same country-level evaluation in the
context of EU cooperation.

Because of the distinct nature of budget support and blending, two separate analytical frameworks
(including Theories of Change) need to be applied. In order to maintain the unitary nature of the
evaluation, both frameworks must be compatible and comparable. The methodology used the
structure of the OECD-DAC methodological approach for budget support evaluations (incl. its five
levels of analysis) as a basis of the overall analytical framework. The approach was based on the
Comprehensive Evaluation Framework (CEF) that sets out a hypothesised sequence of effects of
budget support (inputs — direct outputs — induced outputs — outcomes — impacts) which needs
to be systematically tested. Effects observed in all sectors should converge at the impact level,
jointly contributing to fostering economic growth and to reducing poverty and inequality in the
country.

In order to facilitate comparison of findings between modalities and the presentation of the final
evaluation results, a unique evaluation matrix was constructed, consisting of two sets of questions:
i) a set of EQs covering the five levels of analysis of the methodological approach to budget
support evaluation (“A” questions); and ii) a set of evaluation questions mirroring the ones
focussing on budget support, adjusted to reflect the specificities of blending operations (“B”
guestions).

2.2 Evaluation Questions

Data collection and analysis were structured around 13 Evaluation Questions (EQs), each of them
subdivided in a number of Judgement Criteria (JC) and Indicators. The scope of each EQ is
summarised in Table 1. Section 4 of this report presents the main findings for each EQ.” The
guestions fit into the different levels of the Intervention Logic.

Table 1 Overview of the Evaluation Questions
Levels 1 and 2 of the Intervention Logic: Design, implementation and first level of

effects

B
U EQ1A Relevance and design ¢

EQ1B Relevance and design
(budget support) E

(blending)

BS EQ2A Opportunity framework in BL.
g Social Protection, Eduqation, PFM g EQZB Opportunity framgwork
‘/’, and electoral reform (direct outputs ‘/’, (direct outputs of blending)

of budget support)

formulation and implementation

EQ3 Effects on economic
governance (induced outputs of
budget support)

5 Please refer to Vol. 3, Annex 2 for the complete Evaluation methodology.
5 Please see Section 2.4 for the Overall Intervention Logic and Vol. 3, Annexes 6 to 10 for the Sector Intervention Logics.
7 Please refer to Vol.3, Annex 3 for the Evaluation Matrix.
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E BS EQA4A Policy formulation and E Bl EQ4B Policy formulation and
implementation (induced outputs of implementation (project and
— budget support) — induced outputs of blending)

Levels 4 and 5: Effects on public policies’ s

outcomes

EQS Outcomes_— Democratic ' EQ8 Outcomes — Water (project
processes (policy outcomes of .
outcomes of blending)

budget support)

EQ6 Outcomes — Education (policy EQ9 Outcomes — Energy (project
outcomes of budget support) "} outcomes of blending)

EQ7 Outcomes — Social Protection
(policy outcomes budget support)

EQ10 Impacts (budget support and blending)

S & 09| TR

2.3 Limitations to the analysis

The evaluation was officially launched in July 2020. Overall, the objectives of the evaluation were
achieved, but the process was affected by several contextual, practical and methodological factors
that have conditioned the reach and extended the duration of the exercise.

e The COVID-19 situation did not allow for any travel of the international members of the
evaluation team. This has limited to some extent data collection. This was partly
compensated with the enlargement of the team and the appointment of three additional
national evaluators.

o |t took time for GoK members of the Management Group (MG) to be confirmed and
appointed and there were several changes of MG members and key staff of several
institutions during the evaluation, which slowed down and complicated accessing
documents and interviewing stakeholders. Feedback from EU staff to evaluation
deliverables was quick and substantial, while GoK members reacted much slower, if at all.

e Political instability and uncertainty were a constant disruption after the parliamentary
election on 6 October 2020, including some episodes of political violence in Kyrgyzstan:
Access to GoK became already difficult during the weeks previous to the elections and
was next to non-existent after the social and political crisis that followed and paralyzed the
country for several weeks. The situation evolved slowly and was improving only gradually
after the Presidential elections of 10 January 2021, which were held in parallel with a
referendum on the state model. the appointment of the new Government in February along
with a major re-structuring of the government. This further restricted access, as Ministries
and departments were merged and, along with that, responsibilities were re-distributed.
The situation only stabilized after the second part of the referendum on 11 April on a new
constitution.

e A certain weakness or absence of institutional memory in GoK and in some Development
Partners (DP) limited access to information and the interviews for the analysis of
interventions that happened in the first half of the evaluation period (approximately 2009-
2014).

e The access to systematized, updated data on policy implementation at the sector level was
much lower than expected and desired for the evaluation, in practice totally restricting the
guantitative analysis. The data provided by the GoK did not allow for a quantitative analysis
that would have added value to the evaluation, especially in education and social
protection. The Education Management Information System (EMIS), which runs only since
the academic year 2019/2020 suffers from fragmented use and limited acceptance on the
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side of the administrators, making an econometric analysis in the education sector
impossible. The KIHS data that was made available to the evaluation very late in the
process provided only limited information about the focal groups of the BS programmes.
Outcome analysis has therefore had to rely very much on basic statistical data and on
gualitative assessment.

The data used for the observation of trends in impact indicators was in general available
for growth and poverty analysis but less appropriate to analyse employment and
inequalities. While aggregate data on indicators were provided by international
organisations, disaggregated data was much more difficult to obtain, as the GoK was very
slow or non-responsive to data requests, which was presumably due to the major shifts in
the political landscape during the evaluation period.

Intervention Logic

The Overall Intervention Logic (IL) presented in Figure 1 intends to display a representation of the
overall desired effects of EU cooperation in Kyrgyzstan using BS and blending, presented in 5
consecutive levels (see also Figure 1 for a graphical representation of the expected Overall IL):

Level 1: Inputs. EU interventions provide three types of inputs: i) it provides non-reimbursable
financial resources to the sectors, ii) it finances capacity building actions, and iii) it enters into
policy dialogue with GoK and other relevant stakeholders.

In budget support financial contributions are mostly disbursements made to the Single
Treasury Account (STA) of the GoK and the funds are incorporated into the country’s
national budget and cannot be traced (fungibility principle). In the seven blending
operations, EU investment grants are channelled as non-reimbursable contributions that
can be traced and are pooled with loans from EBRD and, in occasions, other DPs.

In BS Complementary Support is designed to build capacity of sector entities with
Technical Assistance (TA) and support the achievement of the objectives of the public
policy supported, sometimes complemented with grant schemes for Civil Society
Organisations (CSOs). In blending operations, so-called EU TA Grants are normally
devoted to capacity building of utilities or to project appraisal activities (feasibility studies,
design, etc).

In BS programmes, policy dialogue involves the GoK and the EU, and eventually other
DPs and stakeholders. It should be based on the national or sector strategy in force and
be pro-active, strategic, structured, documented and be properly resourced and inclusives.
Dialogue in blending interventions is undertaken by EBRD is mainly focused on financial
and banking aspects of projects, and on specific policy issues (e.qg. tariffs).

Level 2: Direct Outputs. The use of EU intervention inputs directly generates a number of
outputs, sometimes in combination with GoK’s own resources:

Outputs of Technical Assistance such as policy papers, technical reports, trainings,
feasibility studies, project design, etc. are provided on demand to public entities and
utilities.

Regular policy dialogue meetings between the GoK, the EU and other players result in
policy analysis and proposals, especially at the sector level.

Cooperation among different partners provides opportunities for increasing donor
coordination and harmonisation, including aligning aid to national procedures and reducing
transaction costs of traditional individual-donor operations. In the Kyrgyz Republic, the
main forum for donor coordination is the Development Partners Coordination Council
(DPCC).

BS disbursements are expected to create fiscal space, allowing the GoK to incorporate
and allocate resources to policy priorities (usually but not necessarily in the sectors of
intervention).

As for blending, the main financial direct output expected from an EU grant is a leverage
effect. The easing of financial conditions of loans generated by EU investment grants is
understood to result in securing financing from IFI and other partners and eventually
attracting additional investment from the public and private sectors. This should help to

8 European Commission Budget Support Guidelines, 2017
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finance projects with sufficient size to finance infrastructure and utility development in the
water and energy sectors.

Level 3: Induced policy and project outputs. Induced Outputs are the effects created on the
public institutions or utilities of the sector by the combination of inputs and direct outputs.

In BS programmes, these effects are changes in the internal capacity of public entities and
their ability to produce Goods and Services (G&S) for the use of the population, private
sector and/or other public entities. The notion of induction implies that the BS programme
encourages such developments, but it does so indirectly and is never the only factor, but
rather one of the contributors to the successful implementation of a GoK’s sector strategy.
Another expected effect of BS support is the improvement of legal and strategic
frameworks in the sectors of intervention, with views to foster and institutionalise reforms.
One more induced obijective is the strengthening of the capacities of public sector entities
to formulate, monitor and implement comprehensive and coherent policy actions.

More specifically for the education and SP sectors, policy actions will result in an increase
in quality and quantity of goods and services produced for service delivery. In education,
this includes, among other outputs, developing and improving school infrastructure,
providing teacher training, approving curricula reform and setting up a National
Qualification System. For Social Protection, some of the targeted outputs were developing
the child protection system, establishing social services and transfers in benefit of the most
vulnerable (including outsourcing to CSOs) and developing and maintaining statistical
data.

In electoral reform, induced policy includes the effective registration of voters and the
effective implementation of several electoral processes since 2015.

Most improvements in macroeconomic management and PFM are defined as induced
outputs. EU supports the priorities of the Action Plan for PFM reform both at general level
(within MoF) and for SP and education (not for electoral reform). The aspects prioritized
by EU support relate to expenditure (including links between multi-annual budgets and
policy-based budgeting), internal audit and transparency, accountability and the fight
against corruption.

In the case of blending operations (unlike in BS) the objective is not to support the whole
sector policy, but to provide financing and technically support utilities and the
implementation of specific capital investment projects, normally infrastructure-related. The
most visible effects are therefore traditional project outputs that refer to the improvement
of infrastructure and service delivery including: New connections to water and wastewater
networks, improved reliability (reduced interruptions of service), improved quality of water
and of effluents; better resilience and security of energy sector (reduced distribution losses,
improved energy network operational and safety management), and allocation of funds for
energy efficiency projects (in buildings).

Level 4: Policy and project outcomes. Outcomes are generated through the interaction of users
with outputs (G&S) that have been described in Level 3.

In BS interventions EU support is expected to contribute towards the achievement of sector
policy outcome targets established in GoK’s sector strategies and are normally observed
at the national level. This is clearly identified for the education and social protection sectors:
The former includes improving access to quality education (enrolment of children), learning
outcomes (better grades) and links with the labour market (employment levels for exiting
students), and doing it in an inclusive manner. Social Protection policy outcomes include
increased access to SP schemes (individuals in need, children and people with
disabilities), reducing social and economic vulnerability and empowering women and
minorities. For electoral reform and PFM, outcomes identified are an increased turnout of
voters and increased access to budgetary information by the population, respectively.
Additionally, a cross-sector outcome is the improvement of transparency and citizens’ trust
in the democratic system and in the education and SP sector institutions.

In blending operations, outcomes are defined in a different way: The use of outputs by the
targeted population is expected to generate not policy but project outcomes. Some
outcomes are similar for the water and energy sectors: Increased economic activity and
reduction of impact on the environment and climate change. In the case of water, the sector
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IL is focused directly on improving the services (effective use of connections to the water
and wastewater networks and user satisfaction) and improved quality of life indicators of
the population of the targeted areas. The expected outcomes for energy projects are
making buildings more energy efficient for households, industries and SMEs.

Impacts (Level 5)

EU interventions across all sectors are expected to contribute to overall objectives of the GoK (as
foreseen in CDS up to 2012 and NSDS since 2013) and the EU (as established in the
programming documents for the 2007-2013 and 2014-2020 periods). Progress is wanted on:
Accelerated growth and economic development (employment); poverty reduction (both monetary
and non-monetary or related to access to services); and reduced inequalities (gender,
ethnic/linguistic minorities, generational, geographic and rural vs. urban).

For the purpose of this evaluation, it is important to clarify that the contribution of EU interventions
towards impacts cannot be quantified and the capacity to make qualitative judgements about why
impacts occur (or not) is also very limited and was not part of this evaluation.
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Overall Intervention Logic: Budget support and blending 2009-2019
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3 Context

3.1 Political, Economic and Social context (2009-2019)

The political and institutional context in the Kyrgyz Republic was marked by two important crises,
one at the beginning of the period concerned by this evaluation and one immediately after it ended,
with a decade of relative stability between 2012 and 2019. In April 2010, as result of riots and
revolution against the former regime, President Mr. Bakiev had to leave the country and Parliament
and Government were dissolved. A new constitution that was adopted on 27 June 2010 and, after a
transition period, Mr. Atambaev was appointed as President of the Republic on December 1, 2011,
succeeded by Mr. Jeenbekov on November 24, 2017. The parliamentary elections of October 4,
2020 were a turning point for the Kyrgyz political system: The Organization for Security and
Cooperation in Europe’s (OSCE) and the Office of Democratic Institutions and Human Rights
(ODIHR) initially confirmed that the voting process was efficient, well organised and peaceful, but
also raised concerns over allegations of vote buying and other irregularities. Those allegations and
irregularities became a catalyst for political instability in the country. Most of the opposition parties,
many civil society organisations and a significant share of the population did not accept the outcome,
leading to violent protests and turmoil throughout the country. On 6 October, the Central Electoral
Commission (CEC) declared the elections void. Under pressure from the population and opposition
parties, Mr. Jeenbekov resigned as president on 15 October 2020 and the Speaker of the Parliament,
the Prime Minister and his Government, along with several high officials also left their posts. New
Presidential elections took place on 10 January 2021 and were won by Mr. Zhaparov, who secured
79.2% of votes and took office on 28 January 2021. Together with the presidential election, a
referendum on the future political system of the country took place and 81% of voters selected the
presidential system over the current parliamentary one. Based on that result, the Constitutional
Assembly prepared new Constitution that was submitted to Parliament’s review in the middle of
February 2021. After the parliamentary approval of the new Constitution, another referendum on the
adoption of the Constitution took place on April 11 while national parliamentary elections are initially
expected in October 2021. No single party enjoys a majority in the current Parliament and parties
need to form a coalition to confirm these approvals. The position of Prime Minister was significantly
strengthened following a referendum in 2016 and the subsequent amendments to the Constitution,
with the 12" Prime Minister, Mr. Sadyr Zhaparov, appointed in February 2021. Kyrgyzstan is
considered a very corrupt country by international standards, ranked 124/180 with a total score of
30/100¢. In retrospect, although the Kyrgyz Republic is still considered the most democratic country
in Central Asia, political stability and governance are still fragile. The Government has committed to
a number of reforms to address these problems, the most important of which may be that it has
made efforts to genuinely promote democracy through a more inclusive and effective elections
process.

The Kyrgyz Republic is a lower-middle income country with a resilient though volatile economic
context that made overall progress toward macroeconomic and financial stability under eight
successive IMF-supported programmes. Since the Extended Credit Facility, ended in April 2018,
after some structural benchmarks and quantitative performance criteria were not met, no new
arrangement has been established. Kyrgyz Gross Domestic Product (GDP) increased in nominal
terms from KGS 201.2 billion in 2009 to KGS 619,1 billion in 2019, equivalent a per capita GDP of
USD 1,430. According to the IMF statements “the Kyrgyz economy has weathered effects of the
global crisis well. Since 2009, real growth in GDP has averaged 4% annually, in line with the average
of developing countries in Central Asia, although with great variations from year to year. The Kyrgyz
Republic’s economy is heavily dependent on private remittances, gold extraction, and import and re-
exports bazar trade (mainly from China to CIS countries). Remittances inflows sent by labour
migrants (most of them working in Russia) reached 32% of GDP in 2017-2018 and the contribution
of gold mining company Kumtor to the economy was 8.6% of GDP and 18.1% of industrial
production. Rising gold production has boosted real GDP growth in the last two years.

9 https://www.transparency.org/en/countries/kyrgyzstan
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Table 2 Selected Economic Indicators in Kyrgyz Republic (2009-2019)

2009‘2010 2011 2012 2013 2014‘2015 2016 2017 2018 2019

Social Indicators

Population 5.37 5.41 5.5 5.6 5.7 5.8 5.9 6.0 6.1 6.3 6.4
(million)

GDP per capita 910 920 1,183 1,233 1,339 1,331 1,163 1,179 1,296 1,364 1,430
(USD)

Poverty rate 317 33.7 36.8 38.0 37.0 30.6 321 25.4 25.6 22.4 20.1
(national

threshold, in %)

GINI Coefficient 0.37 0.37 0.38 0.42 0.46 0.43 0.41 0.41 0.39 0.38 0.36

Economic Indicators

Nominal GDP (in 201.2 220.4 285.9 310.5 355.3 400.7 430.5 476.3 530.5 569.4 619.1
billions of KGS)

Real GDP 2.9 -0.5 6.0 -0.1 10.9 4.0 3.9 4.3 4.7 3.8 4.6
(growth in %)

Inflation (CPI, 0.0 19.2 5.7 7.5 4.0 10.5 34 -0.5 3.7 0.5 3.1
yearend)

Fiscal Sector (% GDP)

Total revenue 27.7 26.3 27.2 28.0 28.7 29.8 29.8 27.4 28.2 26.6 27.0
Total 29.1 31.2 32.0 345 29.3 30.3 31.3 31.8 31.3 27.7 27.1
expenditure

Overall balance -1.5 -4.9 -4.8 -6.5 -0.7 -0.5 -1.4 -4.4 -3.1 -1.1 -0.1
Public debt 52.8 55.1 45.6 46.3 43.7 52.3 64.9 58.1 58.8 54.8 54.1
outstanding (in

% GDP)

Source: Prepared by the authors based on data from the National Statistics Committee (social, real sector and foreign
direct investment), MoF (fiscal sector - state budget without the Social and Mandatory Medical Insurance Funds) and IMF
estimations (most of external sector, savings and investment), National Bank (private remittances).

Inflation was low on average, albeit unstable from year to year. The GoK maintained consistent
budget and fiscal policies during the assessed period, implementing an active fiscal policy from 2009
to 2019. Total revenue grew moderately while external grants were reduced from 5.1% of GDP in
2009 to 2.2% in 2019. Expenditure sharply increased between 2009 and 2012, was reduced in 2013
and, after a slight growth in subsequent years, gradually reduced again. The composition of
spending®® is tilted towards wages, subsidies, and untargeted social benefits that squeeze capital
investment and targeted anti-poverty social assistance. Budget deficits of 2017 and 2018 were
mostly financed by concessional external loans provided by international financial institutions. Public
debt is on the high side and it is largely denominated in foreign currency, exposing the country to
foreign currency risk (after currency depreciation in 2020 the percentage is now more than 65% of
GDP). The business climate is ranked by the WB?* at Nr. 80 out of 190 countries, with a total score
of 67.8/100 and major problematic issues related to access to electricity, protection of investors, and
enforcing contracts.

At 0.655, the UNDP Human Development Index (HDI) classifies Kyrgyzstan as a medium human
development country. Its multi-ethnic population is young and growing rapidly. There are only 32
inhabitants per km? and almost two thirds of the population are living in isolated rural and
mountainous areas. The National Statistical Committee estimates that the headcount poverty rate
dropped from over one-third to under one-quarter in 2011-2018 and extreme poverty went down
from 4.5% to 0.6%. Poverty is most pronounced in rural, mountainous regions. there is large bulge
of households just above the poverty line, and this at risk of shocks (e.g. an unexpected health event,
an interruption of remittances or rise in food prices) driving them below it. Inequality is high and
worsened between 2009 and 2014, the Gini coefficient is now back to 2009 levels. There is a strong
regional dimension to inequality, with the North, bordering China, Kazakhstan, and Russia, better off
than the South, which is part of the Ferghana Valley. There are also marked differences between
ethnic groups.

10 please refer to Vol. 3, Annex 5: Public Expenditure in Kyrgyzstan for details
1 https:/iww.doingbusiness.org/content/dam/doingBusiness/country/k/kyrgyz-republic/KGZ.pdf
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3.2 The use of budget support and blending in EU support to the Kyrgyz Republic

In the Kyrgyz Republic, the EU has used budget support since 2007. The modality has accounted

for around 60% of the bilateral aid envelopes both in the 2007-2013 and 2014-2020 programming

periods. The total allocation of funds for budget support Programmes is EUR 174.11 million, of which
52.5% were devoted to the education sector, 40% to Social Protection (including Food Security) and

PFM and 7.5% to electoral reform. Of these, EUR 152.19 million were BS disbursements.

Complementary support was systematically provided in all interventions, except one of the SPSP

programmes. In total, complementary support amounted to EUR 21.92 million which, in average,
accounted for 12.6% of the total funding, with relevant differences between sectors, being less than
9% of SPSP/PFM funding and 23% of the electoral reform BS.

Figure 2

Financial overview of BS operations per sector

Total allocated funds in BS operations

(inc. TA), per sector in EUR million
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Table 3 details the BS operations included in the scope of this evaluation.

Table 3 EU budget support operations in the Kyrgyz Republic (2009-2019)

Decision Title \ Sector/s \ Timeframe Status

D-19169 Food Security Programme Food Security 2007-2011 Closed

D-19237 Sector Policy Support Programme Social Protection and PFM | 2008-2010 Closed

D-21363 SPSP — Social Protection and PFM Social Protection and PFM | 2010-2013 Closed

D-22484 SPSP — Social Sector Social Protection 2010-2012 Closed

D-22884 SPSP — Social Protection and PFM Social Protection and PFM | 2011-2014 Closed

D-23373 SPSP — Support to the reform of the Education 2012-2015 Closed
Education sector in Kyrgyzstan

D-25021 Sector Reform Contract — Social Social Protection 2014-2019 Closed
Protection

D-38149 Support to the Reform of the electoral | Rule of Law 2015-2019 Closed
system

D-37809 Education Sector Reform Contract Education 2015-2018 Closed

D-39937 Education Sector Reform Performance | Education 2019- Ongoing
Contract 2021

10
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In blending operations in Kyrgyzstan covered by this evaluation, grants made available by the EU

totalled EUR 80.92 million*2, of which Water absorbed 77.4% and energy 22,6%.

EU funds are divided in Investment Grants and TA Grants. The latter account for under 20% of the
total funds for water sector operations and over 40 % in the case of energy.

Figure 3

Financial overview of blending operations per sector

Total allocated grants (Investmentand
TA), per sector in EUR million
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Energy

The blending interventions that are included in the scope of this evaluation are the following:

Table 4 EU blending operations in the Kyrgyz Republic (2009-2019)
Decisions Title Sector/s Timeframe IFls &  Status
other
DPs
D-278348 Central Asian Technical Assistance Framework | Water 2011-2019 EBRD Closed
for the preparation and implementation of
EBRD Municipal and Environmental
Infrastructure Projects
D-308996 Kyrgyzstan Sustainable Energy Financing Energy 2013-2016 EBRD Closed
Facility (KyrSEFF)
D-333285 Framework for Strengthening Municipal Water 2013-2022 EBRD Ongoing
Infrastructure in Central Asia — Selected
Projects of the Water Component Talas and
Khatlon (TJ)
D-373987 Kyrgyzstan Sustainable Energy Efficiency Energy 2016-2021 EBRD Ongoing
Financing Facility — Extension (KyrSEFF II)

D-376349 Oshelectro Rehabilitation Project Energy 2016-2021 EBRD Ongoing
D-380145 Support to the Kyrgyz Republic for Water and Water 2016-2022 EBRD, Ongoing
Wastewater Investments, Tranche | (Kara-Suu / EIB,

Osh Water Il / Cholpon-Ata / Kyzyl-Kiya) ADB,

SECO
D-386220 Support to the Kyrgyz Republic for Water and Water 2016-2021 EBRD Ongoing
Wastewater Investments, Tranche Il (Uzgen / (lead),
Toktogul / Balykchy / Maili-Suu)" EIB, ADB
and
SECO
D-378602 TA Framework for the Implementation of EBRD | Water 2016-2019 EBRD Closed
Municipal and Environmental Infrastructure
Projects-Extension
D-399645 Water and Wastewater Investments, Phase 3 Water 2019-2023 EBRD Ongoing
Kerben, Naryn, Isfana, Jalal-Abad and Myrza (lead) &
Ake-Kurshab-Don Bulak EIB

12 This evaluation covers water and wastewater and energy and does not include operations in the SME nor Solid Waste.
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4 Detailed findings

The EQs are structured along the levels of the Intervention Logic. In the first 3 levels (inputs, direct
and indirect outputs), EQs for BS and blending are mirrored. Therefore, EQs referring to budget
support are named “A” and their equivalent EQs for blending are named “B”.

Levels 1 and 2: Design, implementation and first level of effects

4.1 EQI1A Relevance and design of budget support operations

To what extent has the design of the budget support operations responded to 8
the specificities of the country context (incl. evolution in country needs and
O—]y

government’s policies) and the evolution in the aid framework at country and
global level?

Overall Answer to the Evaluation Question

BS operations have been closely aligned with national priorities and policies. In particular,
operations were fully consistent with sector action plans where such documents existed (e.g. the
Country Development Strategy (CDS) 2009-2011, the National Sustainable Development Strategy
(NSDS) 2013-2017. the Education Development Strategy 2012-2020 and its Education Action
Plans of 2012-2014, 2015-2017, and 2018-2020, the Social Protection Development Programme
2015-2017)). The design of BS operations only partially took the specificities of the country context
into account, the design of some operations, including accompanying measures, did not
sufficiently consider and address the capacities of national institutions and beneficiary entities.

BS programmes were consistent with EU global and regional key reference documents valid over
the evaluation period, including the EU budget support Guidelines and EU policy documents
relevant for education and social protection, as well as EU commitment to democratic reform. Risk
assessments underpinning BS design have been of varied quality, with electoral reform being the
better developed.

EU BS inputs (disbursements, complementary support and policy dialogue) were relevant and
internally balanced, with TA usefully complementing policy dialogue in all sectors.

Overall, the design of BS operations was internally consistent, with coherent Intervention Logics
(IL) from input to outcome level in SP and education. For electoral reform, the absence of a sector
strategy made it more difficult to have a clear IL. Key Performance Indicators (KPI) were usually
SMART but presented some weaknesses: The number of indicators in the SP sector was too high
to allow for smooth policy monitoring. In electoral reform, baseline data was unavailable for certain
indicators and the ability to accurately measure achievements was compromised from the start.

Synergies and complementarities between BS and blending operations are only evident when
considering they are intended to have a shared framework at impact level. This is only normal
given the significantly distinctive nature of BS and blending, and the also different expected
outputs and outcomes of the sector Intervention Logics of the sectors covered by each modality.
The EU and its main cooperation partners (EU MS, SECO and IFIs) are making important efforts
to promote synergy and complementarity among their interventions.

Cross-cutting-issues were not properly incorporated into the design of most BS operations. Only
the intervention on electoral reform and the ongoing education BS 2019-2021 paid enough specific
attention to gender issues The latter promotes gender equality through the newly adopted gender
expertise of learning materials. Promotion of ethnic minority inclusion was even more limited, as
only the ongoing education BS programme addresses it through the promotion of multilingual
education in schools.

JC1A.1 The BS operations have been responsive to the evolving country context and GoK priorities
Social Protection

BS for Social Protection (SP) was well aligned to the national policy framework. The thematic focus
on social protection of children and families in difficult life situations, persons with disabilities, and

12
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the elderly, corresponds to clear needs of the population. The four BS operations*® covering the SP
sector have had as overall objectives to sustain poverty alleviation and promote social justice and
improve living standards and access to social services for vulnerable sectors of the population while
enhancing public accountability, good governance and transparency. All were well aligned with
government policy and priorities. BS disbursements were accompanied by TA complementary
measures to support GoK to implement its social development strategy, manage its budgetary
resources, monitor performance, and ensure transparency and reporting. The IL logical chain
running from direct inputs in the form of financial resources, TA, and policy dialogue organised
around national development strategies to better policies, stronger institutions, a stronger social
safety net and ultimately reductions in poverty and vulnerability was sound. It could be called
standard in the SP field. At the same time, conspicuous for its absence in the IL is the close fiscal
link between social insurance (essentially pensions) and social assistance. While the focus on social
assistance was appropriate in view of the EU’s focus on poverty and vulnerable populations, the
availability of funding for such programmes is strongly affected by the priority placed by the GoK of
financing formal-sector pensions.

Overall, Key Performance Indicators (KPIs) were SMART, based on national strategies, and linked
to expected policy progress. Some problems were identified with the large number of indicators
monitored, especially in the latter years. This strained the monitoring and reporting capacity of
relevant institutions. Adaptations of indicators and targets, as well as postponement of compliance
reviews, were necessary and, in spite of these, all three Variable Tranches of the SBSP (2015-2019)
were only partially disbursed due to poor performance in some KPIs (53%, 78% and 58%). The
gradual weakening of indicators risked transforming the budget support programme into a general
budget subsidy. Conditionality tended towards micro-managing, rather than directing and controlling
the general thrust of reform in line with EU goals. However, the financial amount or support provided
has been consistent with goals and needs. Policy dialogue engagement with Government at political,
strategic, and operational level was correctly included in project design (see also EQ2).

Education

BS for education has been relevant to country needs as it correctly identified and prioritised the
problems in the national context in the Kyrgyz Republic. The objectives and indicators included in
the BS for education were aligned with the focus areas of the Education Development Strategy (EDS
2020) and the actions foreseen in the corresponding Action Plans of Education Development
(APEDs), particularly in relation to the objectives regarding pre-school education, school
modernisation, curriculum revision, inclusive education, VET, and per capita funding for schools.

According to interlocutors, BS has been a crucial factor in the strategic development of the education
system because BS has covered all aspects of education and helped to focus on vulnerable points
of the sector. There was agreement among all interviewed state and non-state interlocutors that the
jointly agreed BS indicators helped to commit the Government to its own priorities and thus markedly
contributed to the strengthening of national commitments and ownership in the reform process. For
example, BS was a key moment in the development and finalisation a national education qualification
framework as a crucial step towards improving the quality of education.

However, the 2019 Evaluation of education BS found that several issues needed further
strengthening to increase overall relevance of the EDS and APEDSs, including links between policy,
planned objectives, implementation of policy and reform actions and regular sector operations,
resource allocation, prioritisation by sub-sector, and monitoring and evaluation of performance.
Since the evaluation took place, progress has been made to address these shortcomings, but
monitoring remains a weak point. The Education Management Information System (EMIS), which is
a compulsory component of BS, is already in existence but still very limited in terms of coverage and
data availability.

Electoral Reform

13 SBSP 2007-2010 (EUR 40 million including EUR 2.25 for TA), SBSP 2011-2012 (EUR 13 million including 0.75 million TA), SBSP 2012-
2014 (EUR 13 million including 0.75 million TA); and the Sector Reform Contract (SRC) 2015-2019 (EUR 30 million including EUR 4
million TA).
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BS for electoral reform was aligned with the National Sustainable Development Strategy (NSDS)
2013-2017. The objective of electoral reform policy was ensuring free and democratic elections and
preventing fraudulent practices. The NSDS called for sweeping reform and strengthened
enforcement of election laws, greater media freedom to cover campaigns, improved conditions for
the exercise of voting rights by vulnerable groups, including people with disabilities and ethnic
minorities, and the introduction of new voter identification and voting technologies to prevent multiple
voting, ballot box stuffing, and manipulation of vote count and tabulation. BS also responded to joint
Venice Commission (VC) and OSCE/ODIHR recommendations. Priority areas of support were
grouped under three specific objectives, namely, to increase: i) credibility, i) inclusiveness and iii)
transparency of electoral processes. BS seems a somewhat unusual choice as an aid modality to
support electoral reform, given that elections are not a GoK area nor a sector — they fall, rather,
under the domain of the Rule of Law -- and there was no “sector reform strategy” in place, only the
aspirational NSDS (the production of the electoral reform strategy, which was approved, after a
significant delay, in 2018, was one of the Specific Conditions of BS). Two rationales have been
identified. First, the selection of BS was influenced by EU political priority to support GoK
commitment, unique in the Central Asia region, to democratic reform. Overall, Kyrgyzstan was
viewed as a comparatively reliable and constructive partner in the Central Asian region, one of
growing strategic importance for the EU. Second, as sector policies are set and implemented by
elected governments, electoral reform can be viewed as a meta-sector, in which improvements
eventually have an impact on all sectors. The intervention logic and the associated indicators and
targets have been consistently used to measure performance of BS operations across reporting
periods, and the diverse set of BS inputs was an appropriate combination to take a broad approach
to electoral reform. Capacity building and policy dialogue were important components of programme
design.

At the same time, and with the violence that followed the October 2020 parliamentary elections in
mind, the implementation and sustainability of electoral reforms was overestimated or, which is the
same thing, risks were underestimated. The BS miscalculated the level of entrenched political
distrust in the country; i.e., while correctly identifying legal and procedural barriers that are the visible
tip of the iceberg, it underestimated the challenging political culture that lies below the surface.

JC1A.2 The BS operations have been coherent with the development cooperation framework of the
EU

Social Protection

Budget support to SP was designed to be aligned with the Central Asia Regional Strategy Paper for
2007-2013 and the Multiannual Indicative Programme (MIP) for Kyrgyzstan for 2014-2020, also with
the “European Union and Central Asia: Strategy for a New Partnership” initiative providing an overall
framework for cooperation in the region. RSP 2007-2013 identified as priority sectors Central Asia
regional cooperation and good neighbourly relations, poverty reduction and increase in living
standards (under which SBSPs in social protection were supported), and good governance and
economic reform. Focal sectors in the bilateral MIP 2014-2020 are integrated rural development,
including delivery of basic social services and the phasing out of budget support to social protection,
education, and Rule of Law. The recently closed SRC 2014-2019 was financed under this bilateral
MIP. The SBSPs and SRC were also consistent with the EU’s 20212 Communication on social
protection in external action.

Among risks identified during formulation of the programmes were the insufficient Government
allocation of budgetary resources to SP (particularly in view of possible revenue shortfalls),
corruption, political instability, violence, and other contextual factors. As brought out in the Final
Evaluation of the SBSPs and SRC, however, there was limited appreciation of mundane risks that
the evaluators said could be better termed “realities.” These included low capacity, high staff
turnover, limited ownership, poor interagency coordination, and similar institutional factors. The
Identification Fiche for the SRC 2015-2019 did cite the risk of low capacity, but proposed to mitigate
this merely with complementary assistance, not taking into account that TA provided in a setting of
high turnover and dependency on outside advice would be of limited effectiveness. One possible
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risk-mitigation factor is that BS to Social Protection was accompanied by support to PFM reform,
both at sector level and to the Ministry of Finance and Chamber of Accounts4,

Education

The overall objective of the MIP 2014-2020 states “to support the Government to implement
structural reforms in the Education Sector in line with the EDS and the APED in order to enhance
the quality of human capital, alleviate poverty, stimulate socio-economic development, and improve
the quality of life of the citizens of Kyrgyzstan”. Of the specific objectives the first and second were
directly and explicitly addressed by EU BS from the beginning: i) “To strengthen the capacities of the
national and local authorities to formulate, implement and monitor educational policy, and to ensure
sound and effective financial management and resource allocation”; ii) “To ensure equitable access
to high-quality education and training”. The third objective (“to ensure greater synergy between the
needs of the labour market and the skills and qualifications offered by the general and vocational
education and training systems”) has been addressed since 2016 and is particularly included under
the current 2019-2021 BS (AAP 2018&2019).

The RIP for Central Asia 2014-2020 did not include support for primary and secondary education
amongst its objectives and focussed on higher education instead. Activities under RIP could thus be
seen as complementary to BS while avoiding duplication. However, there were no strong linkages,
between the national-level support to education and regional-level support to HE, to achieve a
coherent and holistic approach covering all educational stages from pre-primary to university.

Risk assessment for the education sector takes place as part of the annual internal risk assessment
in the EUD and was appropriate overall. Moreover, there is an independent Review mission in place.

Electoral Reform

BS support to electoral reform is aligned with the MIP for the Kyrgyz Republic 2014-2020.
Concerning Rule of Law, the overall objective identified for providing support to elections is to
“promote credible, inclusive and transparent elections to ensure that the people of Kyrgyzstan can
exercise their political rights and generally to strengthen democracy in the country.”

In 2014, in its annual Risk Management Framework (RMF), the EUD carried out an overall country
risk profile and rated the average risk of the country as “substantial”, as compared to “moderate” in
its previous assessment. The major risks identified that are specifically relevant for electoral reform
are the following:

o Freedom of expression and the right to peaceful assembly are violated

o Legislative initiatives (e.g. “NGOs as foreign agents”) bring risks against civil society and
human rights

e Many citizens may be omitted from voting rolls and the election outcomes may not be
accepted as credible. Specifically, there are risks that many citizens will be omitted from
voting due to the biometric data collection campaign, problems with registration of internal
migrants, and lack of clarity on voting among the very high number of external migrants.
Democratic space is shrinking.

e There is substantial risk for a violent conflict; e.g. due to tensions before elections, political
instability, trans-national threats, etc.

e The effectiveness of the government is reduced, and corruption presents a major risk.

It is positive and important that the SRC presented a detailed summary of all risk factors, possible
negative consequences, mitigating measures, progress on mitigating measures, and a comparison
of the score/level of the risk as compared to previous assessments. The Action Document of the BS
operations further highlights these risks. In its “Risks and Assumptions” table, it explains four major
risks related to i) human rights and draft laws, ii) democracy/electoral process and related issues on
voter registration and credibility, iii) new legal framework for elections, and iv) initiative to change the
Constitution. Though not very detailed, it remains comprehensive and notes mitigating measures
where possible. However, a weakness of risk assessment in electoral reform was that it
underestimated (i) the structural and deeply embedded political culture of distrust that prevails in

14 please refer to EQ3 for further details on support to PFM
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Kyrgyzstan, (ii) the limited space for independent media, and (iii) the fact that the biometric voter
identification system was a double-edged sword, limiting access as well as promoting inclusion.

JC1A.3 The BS operations have synergy and complementarity among them, with other EC-funded
operations, EU Member States and with other donors

Synergies and complementarity between BS and blending operations are not strong. This is not a
negative thing per se as the modalities differ from each other and address very different sectors.
Nevertheless, both modalities are intended to contribute to common high-level objectives of GoK
and EU, as reflected in the Overall Intervention Logic®® of the programmes reconstructed by the
evaluation team.

There are appropriate synergies and complementarities among budget support programmes in
Kyrgyzstan and with other EC-funded interventions (projects) in the Education and Social Protection
sectors. A common (but marginal) point of attention for the education and SP BS operations is the
support to (education and social assistance to) persons with disabilities. Overall, there are also
strong synergies and complementarities between the actions of DP, although with some differences
in approach in SP and with little synergy between the support to education and Higher Education
(HE).

Social Protection

The EU’s consecutive SP sector BS operations make it by far the largest donor in the area. Several
DPs, in addition to the EU, have been also active in the sector, each complementing the EU. They
include: i) UNICEF in child protection; ii) WB in targeting of social assistance, supporting the
automated information system at MoLSD (as it then was), and supporting a disability assessment
system; iii) USAID support to the development of mechanisms for subcontracting non-state providers
of social services and information; iv) WFP implementing "Food for Work" and "School Lunch"
programmes.

The sector BS Final Evaluation found consistent evidence of synergies and complementarities,
including with EU MS donors. While there has been complementarity, it must also be recognised
that there are strategic differences. In SP, WB tends to favour improved targeting over universality;
the EU tends otherwise (somewhat surprising, ILO had little voice in the SP policy debate in
Kyrgyzstan). In child protection, the EU strongly supported outsourcing community service provision
to NGOs, while UNICEF feared that such an approach, if rigidly applied, risked crowding out the
public sector from what should be a basic public responsibility.

Education

Synergies exist with other EU-funded programmes, in particular Erasmus+ (ongoing), the Central
Asia Education Platform (CAEP, 2012-2019) and the Central Asian Research and Education
Network (CAREN, 2010-2019). EU Central Asian Education Platform events held in the past few
years boosted bilateral cooperation between Kyrgyzstan, Latvia and Poland based on co-operation
agreement in the field of education.

The EUD and other Development Partners, especially ADB, jointly worked towards the establishment
of a National Qualification Framework (NQF) to improve the authentication of the skills of the Kyrgyz
labour force and those who migrate to other countries. This is one of the targets of the ongoing
education sector BS 2019-2021, and has already been achieved. According to interlocutors the EU
and ADB cooperated to establish a National Qualifications Council. However, the EU and ADB
proposed different NQFs. The ADB-proposed National NQF was said to be simpler and less costly
for GoK in comparison with the EU-model of NQF, which was very comprehensive and more
complex. Eventually, MoES prepared a consolidated draft based on the EU and ADB input. The NQF
was adopted in 2019 and the related Action Plan was approved in 2020.

Some joint actions and measures have taken place in the form of similar triggers/conditions by key
donors to promote politically sensitive reforms. According to interlocutors, upon agreement with ADB,
WB and UNICEF, the EU put forward some “politically costly indicators” — which reflected the donors’
common concerns — as BS targets such as a textbook renting scheme, pre-school education and

15 please refer to Section 2.4: Intervention Logic

16



Evaluation of EU Budget Support and Blending in the Kyrgyz Republic 2010-2019
Final report — Volume 1 — December 2021 — Particip GmbH

per-capita funding, all of which were successfully leveraged and achieved. The EU has channelled
complementary support through DPs and International Organisations (e.g. WB has implemented the
Multi-Donor Trust Fund MTTF or, WB together with UNICEF, have been implementing the Global
Partnership for Education where EU is a co-funder). 10s have participated as observers of the EU
Education Programme Steering Committees. As far as EU Member States are concerned, synergies
have particularly been achieved with GIZ interventions in the field of TVET and directed at the labour
market.

Electoral Reform

Following the events of April 2010 and the commitment of the new government to democratic reform,
EU support was channelled through the UNDP-implemented Kyrgyzstan Election Support
Programme (KESP), a basket fund financing a number of parallel project contracts. Contributions
came from the EU, Austria, Germany, UK, Japan, UNDP and the Open Society Institute. While UNDP
set up a Phase Il KESP basket fund, mostly to provide TA to the Central Elections Commission
(CEC), several independent donor support programmes were also in place by the time the EU’s
budget support programme was formulated. South Korea supported provision of New Voting
Technologies (NVT) equipment, software, and training. OSCE, with funding from Germany,
Switzerland and Norway, provided advice on legislative changes, data security and protection
regarding biometric data population register and voters list; and supported domestic election
observation. Funding provided by Japan supported computers and fingerprint readers for voter
identification on election day. USAID supported training, voter education, and domestic observation
for the 2015 elections.

JC1A.4 Cross-cutting issues (especially gender equality and inclusion of minorities) have been
mainstreamed in the BS operations

Social Protection

While EU documentation consulted recognises the presence of ethnic inequalities and tensions,
these did not explicitly figure in BS design. The Final Evaluation of sector BS for SP found that design
was not gender sensitive and gender was not incorporated in conditionality. This is a striking
weakness in an area where gender aspects are prominent and differentiated policy responses are
needed. While there is a relatively strong legislative structure for gender equality in the country, it is
not implemented. Where inclusion was at the heart of the EU BS, it was related to improving access
to basic social services for vulnerable populations, and in particular children and the disabled.

Education

Gender mainstreaming has received limited attention in the design and objectives of BS, only in the
last BS programme. It must be noted that GoK was committed to gender mainstreaming in national
development planning and, in practice, EU supported the efforts during implementation. To advance
with SDG 5 (achieve gender equality and empower all women and girls), the EUD financed a Gender
Study (2017) and its findings and recommendations were considered in new development plans of
the Government. At the time of the evaluation, MOES was in the process of implementing measures
to address gender issues from the education perspectives in the current (EU-supported) APED 2018-
2020. In November 2019 a methodology and regulation on anti-discrimination and gender expertise
was approved. Furthermore, the MOES undertook a textbook review in order to eliminate gender
stereotypes in school learning materials.

The objectives of the thematic priority of the EU’s GAP (Women’s Economic and Social
Empowerment) were addressed during the implementation of the BS operations. The gender
analysis recommendations produced in 2017 were used to inform the design of the SRPC. Some
indicators are gender-specific and require gender disaggregated data and aim to promote a rights-
based approach in the education policy. Sex-disaggregated data is required to be reported in the
EMIS, which is a compulsory component of SRPC. The requirements for gender expertise of all new
textbooks and gender disaggregated data are part of the policy matrix enabling to leverage
improvement of gender equality in education sector. Furthermore, multilanguage education is a
crucial focal point of BS to strengthen the inclusion of minorities.
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Electoral Reform

Relevant gender issues in the electoral system were identified and taken into consideration in the
design of the BS operation. At the project identification stage, a Gender Equality Screening Checklist
was undertaken to, inter alia, ensure gender issues relevant to the project were identified and raised
the importance of considering gender-disaggregated statistics and a gendered stakeholder analysis.
The Action Document of the Electoral Reform BS operations marks gender as a “significant
objective”. Within the framework of the EU Gender Action Plan 2016-2020, the project is set to
contribute to “Women’s increased participation in policy, governance and electoral processes at all
levels”. In terms of dialogue and donor coordination, DPCC’s 2019 report showcases important
considerations related to gender as they discussed the 30% gender quota for local elections, its
impact and alignment with international standards. Gender is also raised, although briefly, in the
yearly BS Eligibility Assessments. For instance, both the 2018 and 2019 disbursement notes make
reference to attempting to renew commitment to SDGs 5 (Achieving gender equality and empower
all women and girls) and 16 (Promote peaceful and inclusive societies) during the work of each
reporting period. By comparison with gender, promotion of ethnic minorities inclusion was limited.
Although the Action Document makes reference to the importance of minority representation in the
public sphere, it is not identified as one of the cross-cutting issues addressed in this action, while the
human rights-based approach and the promotion of gender-based policies are specifically
addressed.

4.2 EQI1B: Relevance and design of blending operations
To what extent has the design of the blending operations responded to the

specificities of the country context (incl. evolution in country needs and E’:
government’s policies) and the evolution in the aid framework at country and O-— U

global level?

Overall Answer to the Evaluation Question

Blending operations have been responsive to country context and GoK priorities (even as the rules
and requirements for blending support were themselves developed around 2015). GoK policies
have changed little over the past decade although such stasis has been the result of a lack of
action in implementing agreed reforms, especially in the water sector but also in some aspects of
the energy sector (as regards tariff reform). Support to the energy and water sectors demonstrates
a concentration on infrastructure, institutional support and capacity building outputs in the earlier
part of the evaluation period, with increasing consideration (and reporting) of social (and gender)
issues in recent years. Blending operations have been aimed at sector priorities but it is less clear
how blending projects supporting utility companies are expected to leverage this investment
footprint’ into policy dialogue and sector reform.

Blending operations in both water and energy sectors have been coherent with the development
cooperation framework of the EU (and EBRD) including bilateral and regional programming
documents and have synergy and complementarity with other EC-funded operations, EU Member
States and with other donors. The overall guidance framework has evolved and some blending
projects have accommodated such changes in successive project phases (e.g. KyrSEFF | and I1)

With the exception of gender, cross-cutting issues have been acknowledged in blending
operations design albeit that they may not have been described directly (e.g. climate change
mitigation and resilience is little-mentioned and yet blending projects potentially address such
issues). As regards gender issues recent studies in the water sector found serious concerns
(‘gender blindness’) concerning sector policy frameworks. However, in recent years there has
been more coverage of gender issues in both energy and water sectors.

The link to poverty of project outputs and outcomes is assumed rather than demonstrated through

impacts on economic growth and social wellbeing, with a presumed, but not confirmed, ‘trickle
down’ impact upon poverty of capital investment in infrastructure.
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JC1B.1 The blending operations have been responsive to the country context and GoK priorities

Blending operations were focused on addressing sector priorities such as supporting service
provision operations of utility companies, resource efficiency and sustainability. However, given the
limited policy reforms, strategic changes and alignment of national policies that have resulted from
policy dialogue associated with the blending portfolio (especially in the water sector) the level of GoK
coherence to the sector development gives pause for thought. It is not clear either how blending
projects that are focused on raising capacities of utility companies can actually contribute to overall
policy dialogue and sector reform.

The design of blending operations has not built on clearly defined ILs. No full Theory of Change or
Logical Framework (LFM) has been identified for any project in either sector. Whilst consultations
have taken place for preparation of all projects it appears to have focussed more at institutional than
at community or beneficiary levels. The link of project inputs and outputs to development outcomes
and contribution to poverty alleviation is assumed rather than evinced.

Overall target groups are implied rather than specifically identified but given the poor quality of
service provision (which the support projects directly address) the needs of target groups (taken to
be the population served by a water company) are clear enough. Consultation before project
submission included EUD, geographic units, local partners, regional organisations and other
stakeholders. The implementation arrangements for all sector blending projects involve the utility
company being supported by TA working with a PIU set up by the utility specifically for project
implementation (i.e. support to the PIU covers design, procurement and construction supervision).

Water

All water sector blending projects have a very similar approach (i.e. rehabilitation/provision of
infrastructure together with TA support to implementation and institutional capacity building) and the
objectives of water sector blending projects have remained consistent throughout as the basic needs
(service delivery, potable water supply, wastewater management, cost recovery, institutional
capacity building, environmental protection and sustainability issues) have been largely and steadily
featured in sector legislation and policy. Only in more recent projects has reference been made to
Integrated Water Resource Management (IWRM) and reforms to water supply and sanitation
services?s. Beneficiary institutions’ human, financial and institutional capacities and needs have been
taken into account and, in general, counterparts welcomed the support offered by projects.

National policies and programmes have been little implemented by GoK in practical terms, as the
Water Code of 2005 was never fully enforced whilst the State Water Agency only became operational
(to a limited extent) in 2019 and effectiveness was then constrained by the COVID-19 pandemic and
further political upheaval. The constant institutional changes among the different agencies and
departments dealing with water resources do not allow the necessary stability for reforms.

Energy

The government has, until recently, avoided tackling the sector’s long-term issues, as the low running
costs of the pre-dominant hydro generation capacity allowed it to keep low tariffs for the end-users.
However, the adverse hydrology in recent years has ended this situation and energy efficiency has
become increasingly important. Energy efficiency was an important policy orientation in the National
Energy Programme (NEP) and the consecutive National Strategies for Sustainable Development
(2013-2017 and 2018-2040). Efficiency has been a fundamental element of blending projects in the
energy sector as Kyrgyzstan still imports >65% of its primary energy supply. Market barriers were
identified that prevented priority investments in energy efficiency. These consist mainly in a lack of
technical expertise and finance, missing focus on energy efficiency (financing or marketing), lack of
awareness and information and absence of market mechanisms. Blending projects in the energy
sector are of two different models:

e Oshelectro Rehabilitation is a predominantly infrastructure and institutional capacity building
project with target groups of end beneficiaries and their needs not identified except in general
terms (e.g. 345.000 residential customers and 23.000 legal entities).

16 E.g. 399645 — Support to the Kyrgyz Republic Water and Wastewater Investments Phase lIl.
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o KyrSEFF | &l provides credit lines for PFls (Participating Financial Institutions) for on-lending
to private sector borrowers for sustainable energy investment (e.g. insulation, better
doors/windows, heat pumps, boilers, solar panels). In design of the project there was
consultation with commercial banks and MFIs (Micro-Finance Institutions) as well as potential
beneficiaries and government institutions. KyrSEFF | & Il did not identify target groups except
as regards the two on-lending windows (residential and commercial/business/industrial
energy efficiency) although PFIs and MFIs could also be considered as indirect target
beneficiaries in terms of capacity building. The KyrSEFF | & Il TA and capacity building are
directed at financial institutions and implementers (such as suppliers and installers of
equipment) more than the final borrowers of funds for energy-efficiency works (SMEs and
households) although final borrowers did receive advice on choice of suitable replacement
equipment and economic considerations?’.

JC1B.2 The blending operations have been coherent with the development cooperation framework
of the EU

Blending interventions respond to the three EU programming documents covering the scope of the
evaluation i.e. Regional Strategy Paper (RIP) 2007-2013; Multi-annual Indicative Programme (MIP)
for Kyrgyzstan 2014-2020 and Regional MIP Central Asia 2014-2020. Blending operations normally
fall under the regional envelope financed by the Investment Facility for Central Asia (IFCA).

The design of blending operations has been compliant with changes in EU guidance framework for
blending. Blending operations in Kyrgyzstan date back to 2013. Whilst documentation and guidance
frameworks were available for preparation of these early blending projects, other key elements such
as the Guidelines on EU blending Operations (which set out key strategic and operational aspects)
were only published in 2015 and disseminated in 2016. Similarly, a revised and more comprehensive
application format was introduced in 2014. Thus, some elements of the guidance framework were
developed as the Kyrgyzstan blending programme was already in progress suggesting some degree
of “learning by doing” at country, regional (and EU HQ) levels. In addition, project selection criteria
have become more demandinge. Training in theory and practise of blending has been rolled out in
parallel with these changes at EUDs and HQ, plus blending presentations at regional and thematic
meetings including seminars for IFI partners (including EBRD, EIB, AFD, KfW, AECID and ADB).

Overall, risk identification appears realistic, but most identified mitigation measures rely upon action
by government (e.g. tariff reform) and are thus outside of the control (or remit) of the project (or
financing agency), although such issues have been the subject of dialogue for many years. A direct
comparison of perceived risks between KyrSEFF and Oshelectro would not be a valid approach
although essentially implementation risks are a feature of both (and progress reporting
understandably focusses on implementation rather than longer term outcomes and sustainability).
Sustainability is not identified as a risk despite most identified risks would directly impact upon
sustainability prospects. In the energy sector explicit risk assessment was carried out for the
Oshelectro Rehabilitation Project but no explicit risk assessment has been scrutinised for KyrSEFF
I and I, although it is possible to identify risks (and mitigation measures) from progress reports. In
the water sector, a standard-format risk assessment has been scrutinised for four out of seven (4/7)
water sector blending projects covering the same identified risks'®. Given the similarity of concept
and approach of all these projects, the almost word-for-word similarity of proposed mitigation
measures is perhaps to be expected.

17 SMEs received technical assessment, advisory services in choosing the right equipment, economic and financial analysis
(NPV/IRR/payback), and implementation monitoring and verification. Households were advised by local consultants’ regional outreach
activities on innovative replacement equipment (e.g. heat pumps) replace coal stoves and support on home insulation.

18 j.e., "hard” (grant size, sector, geography), “soft” (project design features) and policy alignment with facility and beneficiary country
policy objectives

19 j.e., political (potential unwillingness to accept or implement a full-cost recovery tariff), economic (borrower’s capacity to service the
debt), financial (affordability and tariff setting), social, environmental and implementation
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JC1B.3 The blending operations have synergy and complementarity among them, with other EC-
funded operations, EU Member States and with other donors

As mentioned for BS, further to common objectives at the impact level, no particular synergies or
complementarity is found between BS and blending in Kyrgyzstan, as the sectors addressed are
very different. The situation is similar for synergies between blending operations in the energy and
water sectors, as they cover different issues and complementarities are not obvious (which is not a
bad thing). An exception to this is that KysEFF Il has financed over 15 projects in water efficiency in
the agriculture and hospitality sectors.

Synergies and complementarity can be found between blending operations and other interventions
from EU MS (particularly KfW and the — then EU MS — UK, and to a smaller extent with AFD and
AECID), EIB and non-EU donors including EBRD, SECO and ADB. The number of actors in the
water and wastewater sector is much larger than in the energy sector.

EBRD is the EU’s main partner for the implementation of blending operations in Kyrgyzstan. It
participates in all EU interventions in the country using the blended finance modality and is therefore
a key stakeholder of this evaluation. The EBRD Country Strategy for the Kyrgyz Republic for the
period 2015-2018 was designed to continue to support municipal water utilities and seek to support
sustainability of the power sector by rehabilitating assets and developing a more attractive
institutional framework for private investment2. EBRD loans and IFCA grants2: are common to all
projects in both water and energy sectors and represent the only financing for energy sector blending
projects. Water sector financing sources are more varied with various IFIs and facilities/modalities
represented in sector blending projects.22 There are no examples of use of IRS, guarantees, equity
or risk capital investment. For loan financing the greatest coherence is between EBRD and EIB (4/7
water projects) whilst the Asian Development Bank (ADB) and the Swiss State Secretariat for
Economic Affairs (SECO) only combined with EBRD and EIB on a single projectz. For grant financing
SCCF (IG) is represented in 2/7 water sector projects with SECO only in one single project. The
European Investment Bank (EIB) participates with the EU and EBRD in the three phases of the
Support to the Kyrgyz Republic for water and wastewater investment projects. Other donors are also
carrying on projects in the water and energy sector in Kyrgyzstan: ADB has participated with the EU
in two operations in the Kyrgyz Republic?4, World Bank (WB); United States Agency for International
Development (USAID); Department for International Development DFID — UK; and KfwW
Development Bank.

It must be noted that due to debt sustainability concerns, any public infrastructure projects financed
by loans must be financed with 35% of co-financing grants or concessional loans from other IFls or
bilateral donors.

JC1B.4 Cross-cutting issues have been mainstreamed in the blending operations design

The two most commonly mentioned cross-cutting issues in water sector project documentation are
environment and gender issues. Despite reference to gender issues being mainstreamed in project
design for some water sector projects (and integration of gender and social issues into Social
Support Programmes, SSPs) it is noticeable that there is concentration upon “hardware” in project
targets and monitoring. Lately, in both energy and water sectors gender and social issues have been
better considered, as EBRD guidelines require more explicit inclusion of cross-cutting aspects. Yet
there is limited explicit reference to gender issues in the range of pre-2019 documentation scrutinised
and for most of the scope of this evaluation.

The Kyrgyz counterparts at national level do not yet fully own the process of integrating cross-cutting
issues in general, and gender in particular. Particularly for the water sector, even now there are
doubts expressed concerning coverage of gender issues, involvement of vulnerable groups and

20 Policy Dialogue: the Bank conducted policy dialogue to address remaining issues in the investment climate, to further its efforts to
strengthen the regulatory and legal basis for energy efficiency investment and to improve the macro-prudential environment for local
currency finance

21 Usually investment grant and/or TA, TC and “incentives” (for KyrSEFF | & 1)

22 pans — EBRD, EIB, ADB, SECO; Grants — IFCA, EBRD, SCCF, SECO

2 Support to the Kyrgyz Republic for Water and Wastewater Investments: Tranche Il — Uzgen, Jalal Abad I, Toktogul, Balykchy, Maili-
Suy Karakol, this intervention has the largest financing package in the water sector blending programme (EUR 57.35 million).

% phases 2 and 3 of the Support to the Kyrgyz Republic for Water and Wastewater Investments (2016-2020) project
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community involvement. Five of the seven (5/7) water sector projects have reference to gender under
blending "Monitoring and Evaluation” in a single sentence. Other water sector blending projects
assert that “Gender issues are mainstreamed into the project design” without further detail and/or
note that the SSP will consider integrating gender and social norms. There is little or no evidence of
gender mainstreaming or promotion of gender equality in blending operations design in the energy
sector or in related policy dialogue. There is only a single reference to coverage of gender issues for
Oshelectro Rehabilitation Project and little reference is made in design of KyrSEFF | and KyrSEFF
Il. That being said, there is reporting on aspects of gender coverage under KyrSEFF.

Climate Change® is identified as a cross-cutting issue in blending operations but a systematic
approach to the possible incidence of projects and related policy is missing, most monitoring
indicators concentrate on infrastructure. Blending interventions have concentrated on reducing
losses and energy consumption and on the sustainability of operations all of which lead towards
greater climate change resilience. Water sector blending projects make reference to climate change
albeit with some conflation with more general environmental issues. Typically, there is reference to
“...water supplies are vulnerable to the projected impacts of climate change on water resources...”
and to climate change resilience or mitigation being an expected project result. The energy sector is
“characterised by a high rate of energy issues, obsolete energy infrastructure and outdated and
inefficient equipment at both energy supply and energy end-use levels. Improving energy efficiency
is important]...]”.2¢ This statement neatly summarises the mitigation response of energy sector
blending projects to effects of climate change although there is little or no mention of climate change
per se in project documentation. This said, in practice project objectives of Oshelectro Rehabilitation
Project and KyrSEFF are fully responsive to aims of mitigation and adaptation to climate change.

The inclusion of minorities does not seem to be a priority in the design of blending projects, probably
because the focus is on infrastructures rather than on end-users of the services. All sector blending
projects include a SSP which includes potential support to low-income families (which could indirectly
suppose support to minorities) but minorities are not identified as such in water nor in energy sector
project documentation scrutinised. Project results (outputs and outcomes) are not disaggregated by
target groups other than as identified in energy sector operations by geographical location and/or
(partially) by sub-project (e.g. clothing, agri-businesses, catering, commercial) and there is no
acknowledgement of possible relationships between income and ethnicity of water users. "Rights” of
target groups are not explicitly discussed in project documentation (unless it is taken that a
population has a right to access to potable water and wastewater treatment).

25 Climate change has contributed to an average temperature increase of 4.8 — 6 degrees centigrade in the past 20 years which has led
to droughts. Glaciers which supply 90% of water in Kyrgyzstan have shrunk by 15% in 30 years.
2 4™ Annual Donor Report 2019 — KyrSEFF |1
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4.3 EQZ2A Opportunity framework in Social Protection, Education, PFM and electoral
reform (direct outputs of budget support)

To what extent have the financial and non-financial inputs of budget support BS
contributed to creating new opportunities for the GoK and improved the aid

=

framework at national level?

Overall Answer to the Evaluation Question

The contribution of EU inputs in the frame of BS operation in SP, education and electoral reform
has overall been relevant and well balanced. EU disbursements, policy dialogue and
complementary support (TA and grants) have each played a role and together they have
effectively supported the targeted policies.

BS disbursements are understood to have created fiscal space that GoK potentially used to
finance priority policy initiatives. This was possible thanks to an orthodox management by GoK of
BS payments, which were non-targeted and effectively fungible with the Republican Budget. EUR
138.4 million were paid out in the 2009-2019 period, a significant figure for the GoK both in
absolute and relative terms. Overall performance of BS operations was good in terms of amounts
paid and with good annual predictability (88% of allocations were disbursed, of which 84% in the
year programmed). Nevertheless, most payments were done late into the fiscal year (68% in
December), which in some cases posed some problems for the in-year execution of funds and
should be a point of attention in the future.

Policy dialogue is held regularly, with the EU playing an active role at all levels. In SP, policy
dialogue was especially fruitful in the area of de-institutionalisation and made a significant
contribution to advancing the de-institutionalisation agenda, while in education dialogue between
MOES, DPs, and the public has improved continuously and markedly since 2013. Nevertheless,
there seems to be no systematic records kept for each round or mile-stone policy dialogue held,
a weakness given the virtual absence of institutional memory due to high turn-over in the GoK and
changes in DP staff other than the EU. Policy dialogue in Electoral Reform was somewhat strained
early in the BS when the Venice Commission was highly critical of the first draft Strategy.

The provision of complementary measures has proven as a key factor in facilitating and guiding
some key reforms and related policy measures. This was even more the case for electoral reform,
where TA providers were highly appropriate and grants to CSOs assisted in building stronger civil
society participation and overview. In education, TA was effective and grants to CSO were also
important to promote reform and inclusion. In SP, TA was very important to support policy dialogue
and adapting frameworks but had a less effective role in capacity building. A number of factors
discussed under JC2A3, ranging from high turnover to lack of complementary measures to support
deinstitutionalisation to low GoK inter-agency coordination and the short-term, profit motivated
nature of contracting out social service provision limited the effectiveness of TA.

BS has contributed to build on existing initiatives to improve donor coordination in BS-supported
topics, particularly through policy dialogue, although the leadership of GoK is not always strong.
The Development Partners Coordination Council (DPCC) is a good example of alignment among
Development Partners (DP) and collaboration among EU and with non-EU agencies is notable.
Joint Programming is not yet a reality, though.

JC2A.1 The disbursements of the BS operations have been predictable and have increased size
and share of budget available for discretionary spending

The funds scheduled to be disbursed to the Central Treasury for all the BS operations evaluated
EUR 137.5 million in the FA. The amount actually disbursed was EUR 138.4 million (equivalent to
KGS 10.56 billion) or more than 100% of the total allocated funding?” However, it should be noted
that an additional amount of EUR 17.3 million was disbursed? for COVID-19 impact mitigation and
support to the GoK. Thus, there would be EUR 121.1 million or 88% of the total originally allocated

27 Table 4 of Volume 2.
28 Additional BS funds were provided through SRC Social protection (EUR 9.5 million) and SRPC Education operations (EUR 7.8 million

23



Evaluation of EU Budget Support and Blending in the Kyrgyz Republic 2010-2019
Final report — Volume 1 — December 2021 — Particip GmbH

funding, without that additional amount. This figure is very close to the international standard of
disbursements, higher than 90% of the scheduled funding being considered a good performance.

BS disbursements allowed the GoK to plan for the availability of these funds with a high degree of
certainty. The funds scheduled as Fixed Tranche (FT) disbursements were fully disbursed. In the
meantime, the GoK did not receive about EUR 16.4 million of Variable Tranches between 2010 and
2020 due to the underperformance regarding some of the targets defined for the agreed indicators.
Most BS disbursements arrived in the fiscal years expected in the FA but a closer analysis shows
that disbursements arrived very late into the fiscal year, potentially having negative implication on
GoK budgetary programming and spending. The total amount of funds disbursed in the expected
year was EUR 116.9 million, equivalent to 84% of the total disbursed in the period as a whole, which
would in principle be reasonably positive and allow the GoK to plan for the availability of these funds
with a high degree of certainty. Nevertheless, 68% of the total disbursed amounts between 2010 and
2020 were transferred to the Central Treasury in December. This practice can probably be improved
by advancing the dates of GoK disbursement requests or by moving the plan of disbursements to
the first quarter of the next fiscal year instead of the last quarter of relevant year. Additionally, a
review of compliance with the quarterly disbursement schedules shows differences with the
arrangements established in the Financing Agreements and actual disbursements. In most cases
delays in the quarterly disbursements of BS funds are due to late implementation of program
conditions. These differences between scheduled and disbursed quarterly amounts as well as
disbursement of funds at the end of financial year complicate proper cash management of the
Central Treasury. Delays may lead to MoF temporarily authorising only priority expenditures (such
as wages, social benefits, pensions, etc.) while non-priority expenditure is subject to income from
other resources, therefore the efficiency of ministries programs implementation can be reduced.

The share of BS funds provided by EU between 2010 and 20192 was relatively noticeable and, in
general, allowed to increase discretionary expenditures. One of the main opportunities that budget
support modality is expected to bring is an increase in fiscal space, defined as revenue available to
allocate to priority objectives that would otherwise not be financed. Disbursements were in average
0.95 of tax revenue, 4.41% of deficit before grants, 0.61% of total expenditures and 4.04% of capital
expenditures. In absolute values, overall budget discretionary expenditures increased from KGS
48.5 billion in 2009 to KGS 128.3 billion in 2019 (growth — 2.6 times compare to 2009).

JC2A.2 The frameworks for policy dialogue and learning have been strengthened, effectively
cover both performance assessment and broader policy issues and combine appropriately with BS
monitoring structures

Social Protection

In SP, the SPSP indicators, i.e., the Policy Matrix and, in particular, Key Performance Indicators
(KPIs) were a good basis for policy dialogue. The SP Sector Steering Committee (MoLSD, MoH,
MOES, Ministry of Foreign Affairs) was headed by the MoLSD. The EUD co-chaired the Steering
Committee which met twice a year. The Task Manager at the EUD normally held daily meetings /
communication through the TA with the stakeholders, although not all of these can be considered
formal Policy Dialogue. Policy dialogue was especially fruitful in the area of de-institutionalisation
and made a significant contribution to advancing the de-institutionalisation agenda. According to the
Final Report of the 2015-2019 SRC, ownership at the beginning of the SRC was weak and faced
opposition (particularly from MoES). While expressing some doubts on whether budget support was
the most effective approach, the Final Report concluded that observed policy changes (e.g.
expansion of foster care and provision of social services through CSOs, as well as progress on the
Child Residential Institution Optimisation Plan) would not have materialised in the absence of budget
support. The main actors in the Social Protection WG at the level of Development Partners
Coordination Council (DPCC) are the EUD and UNICEF, both with reasonably aligned approaches
but with a different view on the convenience of contracting out social services.

The EU has promoted the role of civil society in national SP (and education) dialogues through joint
work on the sector strategy with CSOs, involvement of civil society in monitoring implementation of

2 Figure 2 of Volume 2
% Table 5 of Volume 2
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the SP sector strategy and the promotion of contracting-out for the provision of social services.
Government’s attitude towards civil society in the area of SP has been constructive. Based on the
Law on Social Services, to whose drafting EU BS contributed, CSOs have been commissioned to
provide community services to vulnerable populations, especially but not only disabled children. The
performance monitoring and assessment of BS SBSPs have been conducted regularly., in
accordance with the framework included in the FAs. The internal reviews, as well as day-to-day
monitoring of the SBSPs were supported by the TA teams. In addition, several External Review
Missions have been conducted to assess whether the General and Specific Conditions as stated in
the FAs were fulfilled and if the committed funds could be disbursed. As noted under JC1A.1, non-
compliance with conditionality indicators led to significant reductions in disbursements, were
persistent, and aroused concern that BS conditionality (i.e., indicators) was being diluted to the point
of being a budget subsidy.

Education

In education, policy dialogue had taken place on a regular basis already in 2011 but the start of the
budget support operation provided a particular push. The policy dialogue between MoES, DPs, and
the public has improved continuously and markedly since 2013. This is mainly due to the
establishment of the Joint Steering Committee on education (chaired by MoES of the GoK and co-
chaired by the EUD), which is responsible for oversight of the ongoing Education Sector Reform
Contract (ESRC), the Education Sector Donor Working Group, Public Advisory Council (PAC), and
the Joint Project Implementation Unit (PIU). All fora have been functioning well and facilitated a
process that enabled a more holistic approach to education sector development. Overall, BS has
provided a stable environment and entry point in facilitating policy-led dialogue in the fields of
education sector governance and systemic reform. SPSP and SRC were assessed as being highly
effective in supporting the policy dialogue (I-2A.2.1).

MOES has organised annual public hearing events in the form of conferences and round tables with
participation of the civil society organisations and the Development Partners, where MOES discusses
results of implementation of the ongoing Annual Action Plan and presents the new plan covering
2021-2023 with the expected budget for coming year.

As part of the dialogue process between sectoral stakeholders, substantial time and efforts have
been devoted to the planning process in support of developing the Education Development Strategy
2020 and the Action Plans (APED 2012-2014, 2015-2017, 2018-2020) and in relation to performance
monitoring.

Electoral Reform

At political level, there was regular dialogue in the area of electoral reform aimed to address
bottlenecks and agree on removal of obstacles on the way to achieve the expected results of the
programme. At strategic level, policy dialogue sought to build consensus with relevant authorities on
achievement of indicators, on challenges faced, and on quality of results. The Programme Manager
and Head of Delegation met with the President on an ad hoc basis. The Head of Cooperation met
with the Ministry of Foreign Affairs at Deputy Minister level and the HoC and/or Programme Manager
met on an ad hoc basis with the heads of the CEC and SRS. Interlocutors of the Programme
Manager and Head of Cooperation were, in addition to the above, the presidential administration
and the donor coordination Working Group on Elections. At operational level, policy dialogue under
budget support aimed to increase the credibility of electoral processes; to improve inclusiveness of
electoral processes; to increase transparency in the management of electoral processes; to
elaborate and adopt new and comprehensive Strategy on democratic and electoral reform.
Interlocutors of the Programme Manager were representatives of civil society, the Venice
Commission, the Ministry of Finance (which was responsible for allocations to the CEC), the CEC
itself (specifically, the head of the international department), and the SRS. As mentioned above,
policy dialogue with the CEC was strained early in the BS by the VC’s criticism of the first draft of
the Electoral Reform Strategy, which contributed to the fact that the Strategy was delayed until 2018.

A working group on Electoral Assistance was formed under the Development Partners Coordination
Council in order to determine the main challenges, measures and the means of coordination of
interventions. The group also developed a matrix with development partner activities in the electoral
sector (i.e., UNDP, OSCE, German Embassy, EUD, Swiss Embassy, USAID, JICA and DfID), and
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produces annual reports to summarize main discussion points, achievements, challenges and future
objectives.

JC2A.3 Complementary support has been used efficiently and strategically for analytical and
capacity-building work related to the formulation and implementation of public policies at national
and local level

Social Protection3t

TAs have mainly been allocated to the MoF and MoLSD, covering Internal Audit, performance
monitoring, assessments and reporting, as well as other institutional and capacity building activities
to support implementation of social sector reform programmes, particularly those wholly financed by
the central government Republican Budget (i.e. the main social assistance programmes: Monthly
Benefit for Poor Families with Children (MBPF) and Monthly Social Benefit (MSB), aimed at specific
categories of persons such as the disabled. TA has not been directed to the Social Fund, which is
responsible for social insurance pensions, but which receives significant subsidy from the
Republican Budget (see also the discussion under JC3A.2 below). MoES received some support.

The TAs were helpful in maintaining the flow of dialogue with the EUD, while assisting with meeting
the KPIs, drafting some of legislative documents as well as co-ordinating between the GoK, DPs
active in the social sector, and NGOs. These contributions must have all enhanced effective high-
level policy dialogue in targeted areas. TAs contributed to the implementation of certain Policy Matrix
Indicators and targets pertinent to General and Specific Conditions. Further positive effects regarding
the MoLSD resulted from social assistance targeting broadening beneficiary access to community
social services (e.g. by drafting job descriptions and setting educational qualification requirements
for social workers, personal assistants, physical therapists, and occupational therapists), functional
analysis, profiling new organisational structures, and delivering end-user trainings. With EU TA
support, the MoLSD put in place a functioning unit for the monitoring and inspection of both public
and private residential institutions. TAs efforts have also proven helpful for drafting normative
documents, especially in drafting the Social Service Law, an important piece of legislation that made
possible the out-sourcing of social service provision to NGOs. Note that, as of the time of the SRC
Final Report, the Social Service Law had still not been adopted.

Education

The TA and other complementary measures linked to the budget support were performed timely,
efficiently and in full, according to the 2019 BS evaluation, EU documents and interlocuters. TA was
mostly channelled through private sector companies and the German Konrad Adenauer Stiftung
(KAS). The BS Evaluation rates overall conversion of BS inputs and means into actions during
implementation as “efficient”.

Box 1 Accompanying measures to EU BS in the education sector

e Support to the Education Sector in the Kyrgyz Republic (Addendum to contract 335-360), EUR 1.5 million,
c2016-375672

o Development of financial mechanisms for a safe educational environment at schools in the Kyrgyz Republic,
EUR 1 million, c2016-380726

e Strengthening the education attainment assessment to affect decisions about instructional needs, curriculum and
funding, EUR 1 million, c2016-380735

e Public awareness and visibility of the education sector reform contract, EUR 217k, c2018-390686

e Promotion of IT training for people with disabilities, EUR 264k, c2017-391553

e Promotion of inclusive education in Kyrgyzstan, EUR 600k, c2019-399011

Source: EU Education SBS Evaluation 2019.

Some CSOs have participated in the education project activities related to research, studies and
trainings at the local and national level. In addition, two contracts were awarded in the beginning of
2017 to European NGOs in partnership with local CSOs under the Call for Proposals to support
education reforms at the grass root level and promote inclusive education. According to the EUD

31 BS support to SP included also support to PFM reform. The analysis on complementary support to PFM can be found
under EQ3.
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and interviewed NGO representatives , these projects added value to the promotion of safety schools
with special attention to healthy environmental and psychological aspects; and the student
assessment and promotion of inclusive education. The KAS project (2018-2019) in particular
elaborated national safety standards which were subsequently approved by the Government. It also
established “Centres for tolerance and a safe educational environment” at three selected pilot
universities (Kyrgyz State University, Osh State University, and Adam University).

Electoral Reform

Complementary support in the form of two grants to support technical assistance projects made
tangible contributions to electoral reform. The first focused on civil society contribution to the electoral
reform process and was coordinated by the Coalition for Democracy and Civil Society (CDCS); the
second, implemented by the Venice Commission (VC), had as overall objective to support the
national counterparts in electoral reform and practice in line with applicable European and
international standards through provision of advice on legislative reform and its effective
implementation. The first TA aimed to conduct a nationwide voter education campaign in support of
transparent, inclusive and effective electoral processes in the run-up to the 2017 presidential
elections, with delivery of voter awareness materials via broadcast, digital and print channels, as
well as public discussion forums. It aimed to elevate civil society support to the electoral reform
process through specialized research and publications, public opinion polls, policy discussions and
CSO coordination, working mostly through the Committee for Civic Control, the civil society platform
formed after the violent political transition of 2010. As part of this TA a legal aid NGO, Legal Clinic
Adilet, provided nationwide electoral rights legal aid services to citizens through a combination of
telephone hotline, individual counselling and legal defence. A stakeholder interviewed expressed the
opinion that Adilet’s provision of technical advice went well beyond what was strictly required by the
contract (see also JC4A.1).

The second, VC implemented, TA focused on i) developing a comprehensive strategy, ii) building
capacity of SRS and CEC to ensure the accuracy of voter lists and inclusiveness for the 2017
Presidential election, iii) developing a complaints and appeals system, iv) strengthening data
protection systems, and v) building capacity of a range of stakeholders including electoral
commissions and political parties. Main activities were the provision of expert advice on issues
identified by the authorities and legal opinions on request, study visits to COE member states, and
training courses. Despite some difficulties encountered with national authorities in maintaining
constructive dialogue and fruitful cooperation, (the VC was reportedly very critical of the first draft of
the strategy, arousing some degree of opposition within the Government), the quality of deliverables
was ensured through the VC’s inclusive approach and strong expertise. Moreover, the VC ensured
resources were used in an optimal manner by co-operating and coordinating its activities with other
international organisations to avoid duplication and combine efforts.

JC2A.4 There have been positive trends in the level of harmonization of International
Cooperation in Kyrgyzstan, and a decrease in transaction costs

budget support has contributed to build on existing initiatives to improve donor coordination,
particularly through policy dialogue. Although donor coordination has not been traditionally strong in
Kyrgyzstan, the Development Partners Coordination Council (DPCC) has improved the situation. In
the last decade different donors have been active in the education, social protection sectors, as well
as in PFM. The use of a Joint Matrix among donors has been useful to coordinate their work across
the different sectors, define a clear division of labour and cooperation, promoting ownership and also
to providing timely information. In the Education Sector, the Development Partners Coordination
Council (DPCC) sub-group a division of labour between the donors has been jointly elaborated and
followed. Furthermore, similar triggers/conditions were put forward by key donors such as WB, ADB
and EU to promote politically sensitive reforms such as textbook renting scheme and per-capita
funding; In the Social Protection Sector, the DPCC working group on Social and Child Protection is
in place. The EU Delegation chairs the working group together with UNICEF and coordination
meetings on social protection issues take place at least twice a year; Regarding the Electoral
Reform, a working group on Electoral Assistance was formed under the DPCC and it developed a
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matrix with development partner activities in the electoral sector (i.e., UNDP, OSCE, German
Embassy, EUD, Swiss Embassy, USAID, JICA and DfID), and produces annual reports.

The EU Joint programming strategy is yet to be developed. Steps have been taken in 2016 by the
EU Delegation and Member States to elaborate a joint programming roadmap. A formal joint
programming document, including a joint analysis and response, is yet to be developed. The
European Development Partners present in Kyrgyzstan are France and Germany (EU), as well as
the UK and Switzerland.

Although there is limited information after 2010, the proportion of funds devoted to programme
administration is not substantial, as it happens with BS modality: Already in 2010, a substantial
closure of parallel PIUs by the ADB, the EU and Switzerland took place since 2005. EU alone had
zero PIUs in place in 2010. It must be noted that EU-funded and the WB-managed the Multi-Donor
Trust Fund (MDTF) that includes two phases of the the Capacity Building PFM (CBPFM) project that
have a PIU. However, in aggregate, this progress is almost entirely cancelled out by the creation of
35 new parallel PIUs to implement aid received from Turkey.

The share of external aid aligned to the GoK budgeting processes and the use of national procedures
has increased during the implementation period®. The volume of aid that uses partner country PFM
systems (budget execution, financial reporting and auditing) as a proportion of total aid disbursed for
the government sector in the Kyrgyz Republic has made considerable progress. In 2007, 13% of aid
used national PFM systems, in 2010 the percentage had increased again to 32%. As much as 28%
of aid to the Kyrgyz Republic used national procurement systems in 2010, and 12% in 2017.
However, only four donors used the procurement system at all - the EU Institutions, Germany, the
United Nations, and the World Bank.

32 Please refer to Volume 2, EQ2A, JC2A .4, Indicator I-12A.4.3.
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4.4 EQ2B Opportunity framework (direct outputs of blending)

To what extent have blending operations contributed to creating new

opportunities for the GoK and the private sector, and improved the aid
framework at national level?

Overall Answer to the Evaluation Question

Leveraging of blending funding in the Kyrgyz Republic is confirmed but below average. Leverage
of 1:5to 1:12 is reported for the energy projects, 1:3 to 1:8 for water sector (international blending
experience reports an average investment rate of 1:20) 3. The additional (non-EC) financing in
Kyrgyzstan blending projects ranged between 10% and 34% (22% overall) of total project
financing and was provided by IFIs only; no private sector financing was involved.

Blending projects do support policy dialogue but the effectiveness varies between the project
approaches and thus not all projects contribute equally. Despite formally being part of the EU-
EBRD arrangement, the involvement of EU in policy dialogue in blending operations is still too
limited. Overall, the framework for policy dialogue and learning has been strengthened but remains
mostly at local level. Factors that affect the effectiveness of dialogue refer to project design and
implementation (i.a. references and expectations of dialogue, linkage to policy dialogue platforms,
complementarities with other interventions or capacity of the local IFI to conduct dialogue). The
approach to policy dialogue is articulated in much more detail for KyrSEFF than other blending
projects. In the water sector, dialogue at the national scope did not reach the expected results and
only two of the projects have more than a passing reference to policy dialogue and there is little
or no reference to it in any of the monitoring and progress reports®.

Technical Assistance has been used strategically for analytical, capacity building, implementation
support and quality assurance of infrastructure works. Limited reporting shows high effectiveness
although efficiency has been temporarily constrained by some delays in mobilisation and
implementation. Given the identified capacity problems of utility companies and local contractors
combined with the number of utility companies and large number of infrastructure contracts, such
delays are to be expected. The modalities for channelling of TA are appropriate and cost effective.
The level of TA support is high and such levels are appropriate and justified, although consultants
are more heavily involved in “doing” rather than the intended advisory role. The quantity of TA
outputs is reported to be satisfactory for actual project implementation while the quality has been
acknowledged by KrySEFF reporting, but there is no such specific assertion for other projects.

Although donor coordination has not been historically strong in Kyrgyzstan in recent years there
have been more concerted efforts to support such structures. However, policy and institutional
reform has been a slow process and this stasis has limited effectiveness of dialogue and
coordination efforts. The establishment of Development Partners Coordination Council (DPCC)
has improved flows of information between donors and with GoK and thus facilitates networking,
dialogue and a shared vision trending towards harmonisation of approaches and activities.
Potential synergies in EU/EBRD collaboration have not yet been optimised, there is reportedly
little consultation by the leading EBRD with EUD on oversight and supervision of Technical
Assistance or implementation decision making.

JC2B.1 Extent to which blending operations generated financial leverage

Leveraging of 1:5 to 1:12 is reported for the energy blending projects, 1:3 to 1:8 for the water sector,
although differing perceptions of risk between these two sectors do not appear to have been a
consideration in the different recorded proportions of loans and grants. However, GoK’s policy to
only borrow externally for public investment that has at least a 35% grant equivalent is obviously a
factor that limited additional investment and thus higher leverage.

33 The evaluation team followed the blending manual to calculate leverage ratios. According to EUD calculations, the leverage ratios are
smaller. For more detail please see Volume 3, Annex 9.5.8.

34 For details, please refer to Vol. 3, sections 9.5 (water) and 10.5 (energy) and to the Evaluation of Blending Final Report (Dec 2016,
ADE) for international leverage average.

% In ‘parallel’ with the water sector blending programme, EUD has been active in water sector policy dialogue and promoting IWRM as
co-Chair of the DPCC for the water sector.
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There is a clear difference between sectors as regards the nature of (total) grants/total project value
i.e. for water sector interventions grants represent 53% of total costs, in the energy sector ~26%;
overall the ratio is ~47%, this figure being "skewed” somewhat due to the relative values of the
different sector programmes. Over the period 2009 — 2019 blending investments (€200.12 million
and €69.25 million respectively) represents a very considerable increase in water and energy sector
investment, particularly in comparison with reported national capital spending (e.g. average from
2015 USD 4.16 million per annum)3. The additional (non-EC) financing in Kyrgyzstan blending
projects was provided by IFIs only; no private sector financing was involved. The main non-EBRD
financing sources were WB (grant /loan), EIB (loans), ADB (grant/loans)SECO (loans), with SECO
and SOCF (grants) but only for the water sector projects.

However, arithmetic (leverage) ratios do not, in themselves, imply causality. A more persuasive
argument is that having proven the effectiveness of earlier projects (particularly in the water sector)
other potential funding agencies were persuaded to co-finance at lower perceived risk, drawing on
experience. The “bundling” of smaller project components into a single project is a pragmatic
response for smaller rural (water) utility companies given that individual utilities do not have the
capacity to effectively manage a larger investment (certainly not as a “first” investment project which
could conceivably build project management capacity for subsequent phases/projects) and such
“bundling” allows some level of rationalisation of scale of project administration. Finally, specific
value may be assigned to the grant component of a blending package (beyond the assertion that
grants ‘attract’ other funding), as explained further under JC.2B.3.

JC2B.2 The frameworks for policy dialogue and learning have been strengthened, effectively cover
broad policy issues and combine appropriately with project monitoring structures

Overall, the framework for policy dialogue and learning has been facilitated by accompanying
infrastructure and capacity building investment, albeit that there is little or no reference to policy
dialogue activities in any of the monitoring and progress reports scrutinised for utility company
support projects. This is explained because policy dialogue under these projects concentrates on
local issues rather than higher level national policy?”. The “leverage” of blending projects in promoting
and facilitating effective policy dialogue depends on several factors, including the explicit inclusion
in the project design of policy dialogue, the compliance of project objectives with national sector
policies, the linkage to wider policy dialogue platforms, linkage and complementary with other sector
programmes (especially EU IFI sector, including possibly BS) and levels of local IFI representation
(in-country).

Policy dialogue also varies in form and intensity between the project approaches:

e Projects in the water sector and Oshelectro in the energy sector support utility company
capacity and infrastructure and expect dialogue to be supported by demonstration effect
(commercialisation, inclusion, effectiveness of approach) and advocacy of policy change at
local and national levels (such as tariff methodologies, climate change adaptation, energy
efficiency and compliance with international norms). In practice, investigation suggests that
the water sector blending portfolio has not ‘leveraged’ policy dialogue at national levels to the
extent expectedse.

e In the energy sector the KyrSEFF approach linked infrastructure investment to policy
dialogue activities mostly promoting awareness among the general public, policy makers and
other stakeholders of issues related to energy efficiency and also advocating associated

% However, government capital investment budgets do not include capital investments of utility companies which, as SOEs, have
independent budgets which do not feature in government sectoral budgets

37 Although the EU does hold its own policy dialogue on water with GoK, not as part but in parallel to project implementation

% It is also reported that previous consideration has been given to introduction of BS in the water sector in Kyrgyzstan (with the intention
of promoting increased policy dialogue aimed at national sector policy change) but that this initiative did not go forward at that time due to
lack of national water sector strategies.
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legislative change regarding energy efficiency. The approach to such policy dialogue is
articulated in much more detail for KyrSEFF than other blending projects and thus implies a
greater degree of strategic planning and intent.

Monitoring arrangements as regards policy dialogue and learning are sufficiently developed in the
blending projects’ description and the main responsibility for M&E= falls mainly on EBRD. However,
whilst monitoring of project implementation activities has generally been effective® there is less
reference to dialogue in such monitoring such that EBRD interaction with EU and other partners and
information on project progress transferred to the EU has not always been timely, despite
arrangements in place for exchanges between EBRD and EU (and other co-financing IFIs).

In the energy sector, EBRD plays an important role in policy dialogue and the Bank has pledged to
“strengthen policy dialogue with the authorities in order to improve the investment climate”. The
current strategy, while taking stock of the progress achieved, including contributions made by the
Investment Council (IC), highlights the need for continuous support in the area. In particular, the
strategy proposes policy dialogue actions where “...the Bank will step up its support to the
Secretariat of the Business Development and Investment Council to maintain active public-private
dialogue and continue facilitating improvements and changes in the legal and regulatory framework
encouraging a more stable and supportive business environment.” This being said, in the last years
the Council has not been particularly active, according to sources. JC2B.3 Technical Assistance has
been used efficiently and strategically for analytical and capacity-building work to improve the
formulation and implementation of public policies at national and local levels.

There is evidence that the provision of TA in the water and energy sectors disseminated information,
contributed to building institutional and individual capacities in sector entities and private sector,
supported policy dialogue and contributed to the implementation of economically feasible (but non-
commercially viable) projects. The role of TA to formulation and implementation of public policies
has been to support higher level advocacy and policy dialogue (by EU, EBRD and other IFIs)
together with awareness raising for policy-makers and the general population at national level whilst
at local levels has involved more direct engagement with utility management and utility clients.

The modalities for channelling of TA are appropriate and cost effective (whilst noting that a number
of the utility support projects have only recently initiated implementation activities). Given the fragile
institutional and managerial capacities of utility companies in Kyrgyzstan, grant financing was used
extensively (but not exclusively) for TA. The level of this TA support is high but, given the levels of
initial capacity (especially of utility companies) and/or innovative nature of the project approach
(KyrSEFF) such levels are considered to be appropriate and fully justified. The establishment of a
PIU within the utility company supported by a consultant aims at building in-house capacity and
ownership whilst also attempting to maximise the proportion of implementation activities actually
undertaken by the utility (as opposed to the consultant being entirely “hands on"). However, there
are reports of high turnover of utility personnel which, together with the acknowledged capacity
deficits, has resulted in the consultants being more heavily involved in “doing” rather than the
intended advisory role in project implementation.

Efficiency of TA has been constrained by some delays in mobilisation albeit that most delays have
arisen from administrative and legal issues. However, these delays were likely given the identified
capacity problems of utility companies being supported and local contractors combined with the
number of utility companies and large number of infrastructure contracts (construction, rehabilitation
and supply of equipment in situations of logistical difficulty). Implementation delays have occurred
due a number of factors including quality of project design, technical, administrative and financial
capacities of beneficiary institutions, contractors and suppliers, administrative issues, to some
extent, national political stability and, over the past 18 months, COVID-19 restrictions. In the case of
Oshelectro, project implementation continues to be delayed due to various issues including external
factors (e.g. multiple replacements of high level personnel in National Energy Holding Company and
State Committee of Industry, Energy and Mineral Use; delays in ratification of legal documents and

% Including financial standing of utility, implementation progress, environmental and social issues, TA implementation, corporate and
policy dialogue.
40 please refer to Vol. 2, indicator 1B2.2 for further details of monitoring arrangements.
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amendment to Subsidiary Grant Agreement by Parliament) and project-related factors (e.g. overload
of Oshelectro technical capacity, lack of experience of international tender procedures).

However, blended projects have achieved (or are likely to achieve) planned outputs, due to mitigating
actions that have been taken by the implementation team during the course of project
implementation. The quantity of TA outputs is in all cases reported to be satisfactory for actual project
implementation (and quality of final product) although the relatively early stage of implementation is
noted for several utility support projects. The quality of consultancy services has been acknowledged
by KrySEFF reporting but there is no such specific assertion for other projects.

JC2B.4 There have been positive trends in the level of harmonization of international
cooperation, and a possible decrease in transaction costs

Efforts for harmonisation and coordination of international cooperation support go back more than a
decade and although donor coordination has not been historically strong in Kyrgyzstan, in recent
years there have been more concerted efforts to support such coordination structures. Policy
dialogue has been a feature of sector donors’ activities throughout with certain IFIs providing
particular sector impetus (e.g. WB in the water sector whilst EBRD has been active in the energy
sector). However, policy and institutional reform has been a slow process and the limited role played
by GoK in donor coordination has limited effectiveness of such dialogue and coordination efforts.
The establishment of DPCC covering 10 sectors (including water and energy sectors) has definitely
contributed to improving overall donor coordination and harmonisation#.

IFls involved in the energy sector include Switzerland, JICA, Russia, USAID, Turkey, China, ADB,
EBRD, WB and EDB. EU and EBRD continue policy dialogue with the Kyrgyz authorities and
international donors, taking into account the strategies adopted by Kyrgyz Government, projects
implemented or envisaged by civil society and international organisations.

The recent Enhanced Partnership Framework Agreement (EPFA) between EBRD and Government
of Kyrgyzstan is a 5-year agreement that extends to 2025 and builds upon the previous such
agreement signed in 2017. The EBRD Framework is in line with the EU’s Regional Strategy Paper
for Assistance to Central Asia: by supporting the sustainable management, governance and
infrastructure investments in the water sector and the provision of quality water. Furthermore, the
Framework complements the Multiannual Indicative Programme and the EU Water Initiative for
Eastern Europe and Central Asia by promoting improved and more sustainable use and
management of water resources, contributing to the consolidation of long-term development
prospects; in particular the Framework addresses integrated water resource management and
reforms of water supply and sanitation services. Cooperation between EBRD and EU in Kyrgyzstan
is in accordance with an MOU and Cooperation Agreement covering strategic partnerships,
operational cooperation, co-financing and in-country collaboration.

From 2018 an Inter-Ministerial Working Group has held water sector meetings whilst sector donors
have supported the DPCC for alignment of the sector reform programme. Donor supported financial
commitments for water sector projects for the coming decade have been discussed with GOK and
prioritised whilst the IDWG (Inter-departmental Working Group) has encouraged donor cooperation
in the sector. WB has led support in rural water sector since 2013 whilst also, together with SDC,
having supported the National Water Resources Management Project Phase | (NWRMP — | 2014-
2018) implemented by DWRLI (Department of Water Resources and Irrigation). SDC and WB have
agreed to continue support of the wider sector approach under NWRMP 1142,

Transaction costs are not (yet) reducing, at least during the early phases of support when capacity
deficits are most pronounced in their effects on implementation effectiveness. Costs resulting from

41 No reference has been noted in documents scrutinised to the Mutual Reliance Initiative (MRI)[2009] between the AFD, Kfw, EIB and
EBRD which delegates most tasks of an operation to the lead financier and establishes mutual recognition of procedures (although EIB
and EBRD are only co-financiers of some water sector projects.

42 Integrated Water Resource Management is recognized as an increasingly important issue. Given that 13% of the rural population uses
surface water as drinking water (source: WHO/UNICEF), the State Programme for Irrigation Development, State Programme on
Construction of Water Facilities and Development of New Irrigated Lands and the transfer of water resource management to the Ministry
of Agriculture and Water Resources, consider, on the one hand, the nexus between drinking water supply and sanitation, and, on the
other hand, SDC and WB-funded projects on irrigation and drainage, because irrigation canal water is often used as an unsafe source of
drinking water in rural areas.
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the establishment and operation of PIUs are limited in the sense that PIU personal are expected to
devote 50% of their time to the PIU whilst undertaking their normal duties and their salaries and
operating expenses are borne by the utility company. Given the recognised capacity deficits and
levels of staff turnover in utilities TA to the PIU is more involved in actual project management and
administration than was originally intended. However, PIU-related costs are only one component of
the TA support (e.g. capacity development project consultant).

Level 3: Effects on public policy and project formulation and implementation: Production of
goods and services

4.5 EQ3: Effects on economic governance (induced outputs of budget support)

To what extent has budget support contributed to improvements in the quality

of GoK’s overall Macroeconomic policy, Public Finance Management and
budget transparency since 2009?

Overall Answer to the Evaluation Question

GoK Macroeconomic policy has had to adapt to unstable external and domestic influences while
complying with the conditions of IMF programmes. Growing differences between projected and
effective expenditure and revenue existed but were due to the external circumstances. PFM
reform in the 2009-2019 period has been successful although some tools (i.e. PBB, MTBF)
encouraged and supported by the EU are still more formal than substantial. Internal and external
audit have been largely developed. Budget transparency has improved but corruption remains a
critical issue in the Kyrgyz Republic.

EU support has contributed to PFM reform, especially on budgetary, control and transparency
issues and to a lesser extent on macroeconomic and fiscal policy. The contribution of EU support
towards reducing corruption is less evident as, while the annual Risk Management Framework
(RMF) does identify corruption as a severe issue, among the tools used to formulate and monitor
EU interventions there is not a specific one that systematically refers to it..

Dialogue and the conditionality attached to budget support have encouraged the Government to
improve different aspects of PFM such as performance reporting, presentation of detailed
medium-term expenditure plans, greater efficiency and transparency in procurement, expansion
and quality management of internal audit, development of public external audit. Substantial policy
dialogue in PFM took place within the DPCC and several Development Partners (DPs) applied
simultaneous pressure for broadly the same PFM reforms. As well as the EU, the most active DPs
were SECO, WB, IMF, USAID and DFID, mostly well-coordinated with each other, with IMF having
the heaviest leverage on GoK.

Technical Assistance was delivered mostly through the contributions to two rather inefficient
successive phases of the Capacity Building PFM (CBPFM) project financed the Multi Donor Trust
Fund (MDTF), financed by EU and SECO and administered by WB and implemented by MoF (see
also JC 1A3). According to the WB’s own assessment, CBPFM-1 was relevant and well designed,
but showed modest results and efficiency. It is still early to assess any contribution of CBPFM-2
as this phase suffered several delays and actual implementation only began in 2020. Additionally,
an EUD-financed TA in 2015 supported the Accounts Chamber’s application of international
auditing standards. Finally, two EU interventions financed outside of (but complementary to) the
CSP and RSP can be highlighted: A EUR 30 million operation (half grant and half soft loan) in
Macro-Financial Assistance originally planned in 2011 but paid in 2015, and 2016 and a study on
Gender-Responsive-Budgeting published in 2015 as part of a global EU-UN partnership.

According to the PEFA assessments of 2009, 2015 and 2021, PFM reform in the Kyrgyz Republic
has been a success. When comparing* the evolution of scores, 18 out of 28 score B or higher (which
is considered good practice) and only six I-indicators have not improved since the 2009 baseline.

43 The scores for 2021 are preliminary and have been adjusted to the PEFA 2011 framework, in order to make it comparable with previous
PEFA assessments. Actual scores of the 2021 PEFA assessment follow the 2016 framework and do not correspond to those shown in
the figure. Also, “D” indicators are not assessed in the 2021 PEFA.
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Figure 4 Trends in PEFA indicator scores in 2009, 2015 and 2021 assessments
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Source: Particip with info from PEFA Secretariat and preliminary assessment for 2021

EU support to PFM reform came through policy dialogue, conditionality and TA. More specifically on
the latter, contributions were made to the Multi Donor Trust Fund (MDTF) administered by the WB
and that provides financing to the Capacity Building PFM project (CBPFM). Phase 1 was
implemented between 2010 and 2015 for a total of USD 7.491.433, partly provided by the EU through
BS to Social Protection. There is an important lack of institutional memory in GoK and WB on PFM
CB 1, with modest results according to WB’ own assessment, limited efficiency was especially due
to the delays in approving the Budget Code and related legislation. CBPFM-2 was designed in
response to the 2015 PEFA, for implementation between 2018 and 2020 for USD 6 million, of which
the EU provided EUR 1 million as part of the Education SRC. After a delayed start due to COVID-
19 and the institutional instability, several contracts have been awarded and the project has been
extended.

Box 2 Accompanying TAs to EU BS in PFM

e Capacity Building PFM (CBPFM — 1) - 2010-2015, budget USD 7.4 million.
e Capacity Building PFM (CBPFM — 2) - 2018-2022, budget USD 6.000.000, includes several contracts in topics such
as MTEF, fiscal forecasting, debt, as well as the 2021 PEFA assessment.

e Support to the Accounts Chamber to build capacity to enable the CoA to apply the International Standards of
Supreme Audit Institutions (ISSAI) and thereby promote sound financial management, budget transparency and
accountability — 2015, budget USD 164,515

Source: Particip using documentation from the EU, WB and INTOSAI

JC3.1 Fiscal Policy, Debt Management and Monetary Policy have been improved

Throughout the period 2009-18 Kyrgyzstan was continuously engaged in IMF programmes,
compliance with which was an essential condition for the provision by development partners of the
external grants and concessional loans needed to maintain external balance. These began with a
drawing under the External Shocks Facility in 2009, followed by a further drawing under the Rapid
Credit Facility in 2010. There were then two successive Extended Credit Facility Programmes 2011-
14 and 2015-18. In 2020 two drawings were made from the IMF under the emergency facilities put
in place to ease the difficulties resulting from the COVID-19 crisis. EU support to forecasting and
taxation reform was done through PFM CB1, but these were not priority areas of intervention.

The fiscal balance improved substantially during the years up to 2019, from a deficit of 4.4 per cent
of GDP in 2016 to 0.1 per cent in 2019, but there was no overall improvement in revenue effort or in

44 WB IEG report ICRR0020087. The report also indicates that the eventual approval of the Code in 2016 was “directly related to project
efforts”.
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medium-term expenditure planning. Total General Government Expenditure increased to more than
40 per cent of GDP in 2012 because of the collapse in gold production, and thereafter fell back under
the IMF Extended credit Facility (ECF) programme. GGE again had to be cut back from nearly 40
per cent of GDP in 2016 to 34 per cent in 2019. Public investment grew in relation to GGE, especially
between 2013 and 2017, but has tended to be treated as the residual, given the difficulty of making
significant reductions in current expenditure on the main education, health and social protection
functions#. Although the Government undertook as part of its arrangement with the IMF in 2017 to
reduce the payhbill in 2018 and subsequent years by at least one per cent of GDP, this commitment
was hot followed through.

Figure 5 Trends in current and capital expenditure (2009-2019)
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Source: Particip

Public debt as a percentage of GDP fell from 64.9 per cent in 2015 to 54 per cent in 2019 helped by
a substantial write-off of debt to Russia and an appreciating exchange rate against the US dollar.
This progress has been substantially reversed by the impact of COVID-19; according to the IMF by
March 2021 debt as a percentage of GDP had risen to 68 per cent as a result of a fiscal deficit of 3.3
per cent in 2020 and a 19 per cent depreciation of the Kyrgyzstani Som (KGS) against the US Dollar.

The IMF has remained satisfied with the conduct of monetary policy. The banking system has
remained well-capitalised, with the National Bank allowing exchange rate depreciation to absorb part
of the external shock (with IMF support), and increasing domestic interest rates only modestly so as
to avoid deepening the recession. But the heavy demand by the banks for collateral and the wide
margin between deposit and lending rates mean that the banking system contributes little to business
growth.

Tax administration has made some moderate progress in recent years, with the development of
facilities for on-line filing and payment but doubts remain about the completeness of tax registers,
and the adequacy of links to other databases. Apart from the 27.25 per cent social contributions
levied on the paybill of larger enterprises, tax rates remain relatively low (income tax 10 per cent,
VAT 12 per cent), but the sharp disparity between the tax treatment of small businesses which
escape liability to pay social contributions, and the burdens imposed on businesses exposed to the
full rigour of the system, continues to act as a brake on growth. Improvements in the efficiency of tax
registration and enforcement could yield a useful increase in revenue, although the 2016 TADAT
report found that the scope is limited by the way tax legislation is drafted. A 5-year project to improve
the functioning of the tax system with $17.5m financing from WB/IDA was initiated in 2021.

JC3.2 Budget Credibility has been improved

It was only in 2018 that the external position was strong enough for the country to manage without
IMF support. As for EU-funded assistance to the reform of the budget process, it was also through

45 Please refer to Vol. 2, EQ3, JC 3.1, 1-3.1.1 for further details.
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the CBPFM-1, with partial achievement, according to WB’s IEG assessment. CBPFM-2 is expected
to further contribute to GoK efforts in, among others, this topic.

While procedures and transparency have improved, budget credibility is still not up to standards.
The 2021 PEFA assessment gives slightly lower scores to the indicators measuring the differences
between the original Republican Budget and actual out-turn for both expenditure and revenue. It
does not appear that this situation results from culpable carelessness, but from the degree of
instability the Government has had to confront, both externally and in the domestic political
environment. There have continued to be considerable changes in the mix of expenditure as
between budget and out-turn, much of which reflects delays in the implementation of public
investments. The fragility of capital expenditure allocation in these circumstances will not help to
attain effective growth.

One useful change since 2015 is the requirement in the new Budget Code which took effect in 2017
to present the budgets for the social insurance funds — the Social Fund and the Mandatory Health
Insurance Fund — to the Parliament alongside the central government budget. The social insurance
system, consisting largely of formal-sector pensions (many related to employment under the Soviet
system) is in a slow-moving crisis, and its fiscal drain limits what GoK can achieve in social
assistance. The transfer required each year from the Republican Budget has been increasing, and
this trend is expected to continue?.

JC3.3 The overall quality of strategic allocation of resources and budget execution have been
improved

Comprehensiveness of the Republican Budget has increased. The new TA-supported Budget Code
is in force from 2017 and ensures that the budget enactment, reporting and audit arrangements for
the Social Fund and the Mandatory Health Insurance Fund are synchronised with those of the
Republican (central government) Budget. Responsibility for servicing external loans to finance
investment by public corporations is assumed directly by the Government on the budget, but
advances to electricity undertakings to cover their continuing operating losses are treated as
financing rather than definitive expenditure.

It is difficult for GoK to be flexible enough to adapt the resources to development priorities, due to
several factors that limit resources available for investment: i) the rigidity of the budget (33% of total
State Budget exp in 2019 was devoted to wages* and the public sector wage bill amounts to 13 per
cent of GDP, and 30 per cent of public expenditure, according to the concluding statement of the
March 2021 IMF mission closing statement); ii) the weakness of the country’s external position; and
i) expenditure is not properly targeted and there is no evidence of an overall improvement in the
performance of the public health or education services. Social assistance services absorb a relatively
high proportion of total expenditure but are insufficiently targeted towards meeting the needs of the
poorest members of society.

While relevant processes and frameworks to improve budget allocation and execution have been
put in place, GoK’s compliance with the requirement of its development partners to have medium-
term projections and improve allocation seems to be still more formal than substantial. Developing
and implementing a Medium-Term Expenditure Framework (MTEF) was a key component of (partly)
EU-funded PFM CB 1 (2010-2015), but it was not successful due to the lack of integrated and
automated information systems supporting the MTBF process, and delay in the adoption and
implementation of a new Budget Code. In this situation, medium-term expenditure planning has had
little traction, with each successive year’s projections bearing little relation to those of the previous
year. The public investment element in medium-term planning remains incomplete, because

46 please refer to JC4A.1 of this Volume 1 and to Volume 2, I-4A.2.4 for further information on financial sustainability of SP.
47 This figure can be compared with 13% for Kazakhstan in 2019, 31% for Uzbekistan, 27% for Ukraine and 12.5% for Georgia (Source:
IMF).
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investments are only taken into account when external financing is expected to be available on
concessional terms. PFM CB 2, also funded by the EU through the MDTF, has picked up on
developing MTEF, this time with the Budget Code in force since 2017.

Gender-Responsive Budgeting (GRB) has been developed for over a decade. Gender assessments
of national budget drafts and forecasts have been submitted for annual parliamentary review since
2012 and the MoSDL piloted application of gender-responsive budgeting. The EU has been
contributing to UN efforts in this regard, including a study“¢ in 2015 that recognised some progress
in the Kyrgyz Republic while pointing out the constraints that still exist.

Since 2017 all domestic revenue and expenditure of the central government and all 484 local
government units passes through the Treasury Single Account (TSA). The Mandatory Health
Insurance Fund is also integrated into the TSA, but for the time being expenditure from the Social
Fund remains outside the system. A cash flow forecast is prepared at the beginning of each year,
and updated monthly in the light of experience.

Under the new Procurement Law which took effect in 2015 all government procurement takes place
through an electronic platform#. An independent complaints machinery began working in 2019.
Internal audit received substantial support from PFM CB 1. Ethical standards were established in
2013, and auditing standards in 2014; a mechanism for the certification of internal auditors was put
in place in 2018. Internal Audit is now operational in 30 different bodies responsible for 85 per cent
of budget expenditure, with appropriate focus on the performance of administrative systems.

JC3.4 The oversight function has been enhanced and budget transparency and public participation
has been improved

The audit practice of the Chamber of Accounts (AC), the country’s Supreme Audit Institution, has
been substantially developed during the decade from 2009, with financial audit and the beginning of
performance audit undertaken alongside compliance audit. AC has received useful assistance
through the PFM CB 1 and through EU-financed training in the application of international auditing
standards through advice from Latvian, Lithuanian and Polish SAls%. All audit reports are now
published as soon as they are approved by the AC Council. The new Budget Code requires the
delivery to Parliament of the audit report on the previous year by 1 September each year, so that the
audit findings can be taken into account as the Parliament considers the budget proposals for the
following year. Parliamentary hearings are well developed covering both budget proposals and audit
reports and recommendations, and fully accessible to the general public. This said, some sources
point out that the quality of audit reports still needs to be substantial improved.

A citizen’s budget is now produced, there is monthly publication of budget execution and debt
statistics. Information about all aspects of public procurement is readily available on-line, and an
independent body has been established to hear complaints from disappointed bidders. Since 2017,
the Ministry of Economy and Finance is required to hold public consultations before putting budget
proposals to the Parliament.

The 2019 Open Budget Survey scores the Kyrgyz Republic at 63/100 — up from 10/100 in 2010.
Budget proposals (including a simplified Citizen’s Budget), in-year and end-year budget execution
reports, internal and external debt reports, procurement opportunities and contract awards, and
external audit reports are all published without delay.

Corruption remains an unsolved issue in the Kyrgyz Republic, acting as discouragements to
investors and citizens. Further to raising the issue in policy dialogue, the EU lacks specific tools to

48 Niyazova, A. (2015): “Initiatives to promote gender-sensitive budgeting within the framework of UN Women and PF
“Innovative solution Inc.” partnership project with the financial support of EU”.

49 www.zakupki.okmot.kg.

50 EAMR 2015, p.9.
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directly address the question of corruption, as it is neither clearly part of the conditions attached to
EU BS nor of the PEFA process. The Fourth Round of Monitoring of the OECD Istanbul Anti-
Corruption Plan in 2018 found that although the Kyrgyz Republic has enacted appropriate legal
instruments, responsibility for action is fragmented, and enforcement inadequate. There is little
confidence in the judicial system in the protection of investors against expropriation. Appointments
to the judiciary are not independent of political processes, and not all civil service posts are subject
to competition. The country still scores very low on the perception of corruption — 130th out of 140
countries in the World Economic Forum’s 2018 Global Competitiveness Index n the use of irregular
payments and bribes. Additionally, Transparency International’s Survey of Corruption and Anti-
Corruption in Central Asiast found that there is still a widespread perception of corruption, with 38
per cent of citizens reporting the payment of a bribe in the last 12 months. The transfer of all public
procurement to the single electronic platform zakupki.okmot.kg is an important step in reducing the
scope for corruption, the latest liquidations2 of the Anti-Corruption Service of the State Committee for
National Security of Kyrgyzstan (SCNS) in June 2021 can question political will of GoK on this
important issue.

4.6 EQ4A: EQ4A Policy formulation and implementation (induced outputs of budget
support)

To what extent and through which mechanisms (funds, dialogue and TA) has
budget support contributed to improvements in policy formulation and

implementation and related accountability mechanisms? (Social Protection,
Education and Electoral Reform)

Overall Answer to the Evaluation Question

51 Transparency International (2016): People and Corruption: Europe and Central Asia.
52 Link: https://24.kg/english/198621 _ Anti-Corruption_Service_of SCNS_of Kyrgyzstan_to_be_liquidated/.
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BS funds, policy dialogue and related TA have resulted in positive trends in the strategic policy
and legal frameworks in the sectors of social protection and education and helped the
development of a comprehensive strategy for electoral reform (although the latter was not adopted
as Law). The exception is the lack of legislation for the de-institutionalisation of persons now cared
for in residential institutions. Evidence exists of strengthened policy consultation processes (incl.
with CSOs) leading to more gender-sensitive and inclusive policies and legislation across all the
BS programmes.

BS policy dialogue and TA have contributed to a better targeted resource allocation in education
sector and social assistance. However, strict eligibility criteria, particularly for the Monthly Benefit
for Poor Families with Children (MBPF), limit the programmes’ anti-poverty effect. GoK has given
priority to SP and education budgets. In the 2009-2019 period, allocations grew both for SP (from
2.8% to 6.5% of GDP, even continuing to increase after the end of SPSP) and education (from
5.4% to 6.1%). While the link between planning and medium-term forecasting has formally
improved, a lot remains to be done for these tools to be institutionalized and concerns over
financial sustainability in both sectors remain.

BS have supported, mostly through complementary support (TA), the strengthening of capacities
across the public sector, although with notable differences among stakeholders and between the
Central and Local (district) levels. Data gathering and analysis, statistics and M&E remain some
of the biggest weaknesses of GoK, limiting effective accountability. The KIHS still lacks
disaggregated and updated information. In the education sector, EMIS is only recently operational
and in electoral reform, sources are mostly external.

There has been an increase in the quantity of service delivery in all targeted areas, although this
is hampered by various factors that could potentially put into question the commitment and
sustainability of the reform process: Unstable government, frequent staff turnovers, lack of policy
integrity and consistency (e.g. resistance to de-institutionalisation in the SP sector), poor
coordination between legal and executive powers and the recent political turmoil and changes in
constitutional system and government have adverse effects on GoK capacity and outputs.
External factors such as COVID-19 and economic and commercial instability are negative
influences to the effectiveness of reforms.

JC4A.1 The policy and legal frameworks of the sectors have been improved and sector policies
free of discrimination (i.e. gender-sensitive and inclusive policies) have been developed

Social Protection

The overall direction of reform in SP, particularly during the first half of the period under review, has
been towards improved targeting, which does not necessarily imply that inclusion and exclusion
errors have been adequately addressed (See EQ7). However, the targeting of social assistance,
including gender sensitivity, has been somewhat improved through additional eligibility criteria and
monitoring supported by EU TA. A structural exclusion problem, discussed further under EQ 7, is
that the Monthly Benefit for Poor Families with Children (MBPF) social assistance programme
eligibility criterion was designed to fight extreme poverty, which has declined dramatically over the
years, and it is not meant to address the needs of very large portions of the population still live in
poverty or near-poverty. Eligibility criteria for MBPF for are far too low to achieve significant anti-
poverty results (and there is no fiscal space to raise them to levels where they would do so). The
GoK priority remains maintaining the formal social insurance system, reducing fiscal space for social
assistance.

There have been steady improvements in GoK policy regarding persons with disabilities (PWD), and
particularly children. In September 2019, the Government approved the “Plan for the Reform of the
Residential Child Care Institutions for 2019-2021.” Government has instituted benefits and measures
to develop community social services, to which the EU contributed by using BS to promote the Law
on Social Services and to create better conditions for education and training of people with
disabilities (as mentioned in JC1A.3). Starting from January 2019, there has been a new type of
social service made available — the provision of a “personal assistant” to take care of children with
disabilities who need constant care and supervision. However, while there has been improvement
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in the policy in the key area of de-institutionalisation, to which EU BS contributed, concrete
improvements have been slow. Contributing to this has been the remaining lack of legislation
clarifying the state’s obligations in the area; in addition to which, there has been some institutional
inertia in implementing new policies. In general, EU support has helped to strengthen the role of the
civil society in SP. The EU has promoted national social dialogue through joint work on the social
protection sector strategy with CSOs, involvement of civil society in monitoring implementation of
the SP sector strategy and the promotion of contracting-out for the provision of social services.

Education

The Education Development Programme/Strategy 2021-2040 (EDS 2040) is based on the
Government’s acknowledgement that the country needs a more holistic development approach to
achieve the sustainable and resilient school education system necessary to accelerate the
improvement of students’ learning outcomes. EDS 2040 is based on objectives (aligned with the
SDGs) of the National Development Strategy for 2018-2040 (NDS 2040) and other strategic and
policy documents.

Despite gender and inclusion not appearing as priorities in the sector strategies, during
implementation there has been steady progress towards improving the policies and legal frameworks
for gender equality. While the NDS 2040 includes a general commitment to gender equality,
strategies towards increasing gender equality are not further elaborated and aspects related to
inclusion are not mentioned at all. However, the EU-funded Gender Study for Kyrgyzstan (2017)
produced a number of recommendations, some of which have been reflected in the Education
Development Action Plan (APED) 2018-2020. Examples include a number of measures to address
gender issues and a rights-based approach, including data collection and targets disaggregated by
sex. Overall, MOES has made progress in advancing gender-aware policy planning and budgeting.
In 2017 Kyrgyzstan adopted a new law "On Safeguarding and Protection Against Domestic
Violence", as the result of three years of joint advocacy by women’s CSOs of the country. In
November 2019, the Government approved a regulation and related methodology on anti-
discrimination and gender expertise. A “gender strategy 2030” is currently under consultation and
considered by interlocuters as “a big milestone”.

The inclusion of children with disabilities into education has been one of the considerable challenges
due to the lack of inclusive education opportunities. Kyrgyzstan joined the UN Convention on the
Rights of Persons with Disabilities (PWDs) in early 2011. However, ratification took place only in
2019 as the result of public pressure. Subsequently, MoES elaborated and adopted the Concept of
inclusive education development and associated Action Plan 2019-2020 addressing issues of the
children with disabilities. This can be considered as an important (preliminary) step towards
achieving objectives under SDG 4. According to a government interlocutor, “the infrastructure of
children with disabilities in education has already markedly improved”.

CSOs have been adequately involved in EU education interventions since the beginning of EU BS,
as confirmed by several interviewees from NGOs in the education sector. The representatives of
CSOs (14 members of the Public Advisory Council: eight females and six males) have continued to
be members of the Steering Committee of the EU education TA project and EU Education BS. They
have been actively involved in the policy dialogue related to the Education Sector Reform Contract
and in preparation of the Education SRPC. On GoK'’s side, MOES organised annual public hearing
events, i.e. conferences and round tables, with the participation of the civil society organisations
focussing mainly on the implementation of the Annual Action Plans and forthcoming budget periods.
However, according to the interlocutors, the ministry’s approach during these meetings was mainly
to inform CSO representatives about planned initiatives rather than seeking their active involvement
in discussing these plans.

Efforts have also been undertaken at the local level to ensure a more open education policy and to
strengthen the participation of the public, especially parents, in the management of educational
organisations. For this purpose, the concept of School Boards of Trustees (BoT) was established in
2014. BoT play an important role in planning and development of schools as well as play a key role
in funding aspects and often fill the gap between budget subventions provided by the central
Government and funding from Local Self Government. However, in interviews BoT members also
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mentioned problems and challenges in the work of the Boards such as limited oversight power and
external interference.

Electoral Reform

EU assistance has substantially contributed to strategic and legal frameworks for electoral reform,
both with direct support to GoK and through CSOs.

As mentioned in JC 2A.3, a key objective supported by the Venice Commission was developing a
comprehensive strategy for electoral reform. The foreseen Strategy was approved by the National
Council on Sustainable Development and promulgated in August 2018 and, although not all of the
recommendations of the Commission were adopted, it was possible to identify gaps in the legislation
adopted and flag these for future action. The original target was for the Strategy to be adopted in
2017, but this proved difficult in the politically charged atmosphere of a presidential election year. It
is to be stressed that the Strategy has never been formalized in law. Despite this, the OSCE / ODIHR
observation mission following the October 2020 election judged that the legislative framework in
place provided a solid basis for democratic elections.

In another TA financed by the EU, the legal NGO Adilet provided support to drafting laws and bylaws
related to electoral procedures. A coalition of CSOs conducted a nationwide voter education
campaign in support of transparent, inclusive and effective electoral process in the run-up to
presidential elections, with delivery of voter awareness materials in broadcast, digital and print
channels as well as public discussion forums. Civil society support to electoral reform process was
enhanced through specialized research and publications, public polls, policy discussions and CSO
coordination, working mostly through the Committee for Civic Control, the civil society platform
formed after the violent political transition of 2010. Particular attention was paid to migrants abroad
and minorities, with attention, as well as to gender issues such as “family voting”.

JC4A.2 The budgetary formulation and management at sector level have been improved

It must be recalled that in the budget support modality it is assumed that EU disbursements do not
directly reach the institutions of the sector, due to the fungibility principle of untargeted BS®:. What
can be expected from BS is that it promotes that the overall management of funds at the sector level
is improved, and that the Government identifies and prioritises strategic spending in the strategies
of the supported areas (for both SP and education ratio to GDP in 2019 was around 10% better than
in 2010). Figure 6 provides an overview of the figures during the evaluated period.

53 “Untargeted budget support involves the transfer of EC resources to the national treasury of the partner country, where they are “mixed”
with domestic revenues and other sources of finance and used to finance activities of the government’s budget. There is no tracking by
the EC of the use of the resources so transferred; rather any follow-up takes place in the context of the overall system of public financial
management of the partner country.” EC Budget Support Guidelines, 2018.
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Figure 6 Evolution of expenditure in SP and education (Total Som and ratio vs GDP)
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Social Protection

The share of social protection spending as proportion of total current expenditures has rapidly grown
from 10.8% in 2009 to 26.8% in 2019. This growth was mainly related to an increase in social
benefits. In nominal terms, the expenditure on social protection constantly increased from
KGS 5.6 billion in 2009 to 30.2 billion in 2019 and, as a proportion of GDP from 2.8% to 5.5%. In the
structure of current spending, transfers accounted on average for 95% of the current expenditures®.

The budget executions of social protection sector in 2017-2018 were at 99% (in 2016 —95%) of the
planned amounts that indicates the social protection was a high priority sector. Since 2014, the
MoLSD prepared Medium-Term Strategy of Budget Expenditures including the Medium-Term
Expenditure Framework for three years ahead and Program Based Budgeting, although it is still
more a formality than a tool that is actually used for decision-making (Please also see JC. 3.3).

There were four BS programmes for social protection sector. BS payments were small relative to
social protection expenditure as a whole and to the MoLSD budget. Disbursement of BS funds to
GoK equalled to between a low of 1.42% of total social protection spending in 2016 to a high of
5.29% in 2011. Nevertheless, BS was strategic as, before the social protection BS operations were
started, the funds provided to the social protection sector from the MoF through the national budget,
were below KGS 6 billion. After the social protection BS operations started, the funds available
increased substantially. This sector received about KGS 21.5 billion per year on average over the
2010-2018 period. Since the budget support ended, from 2019 to 2021 the average annual budget
allocated was around KGS 33.7 billion.

The financial sustainability of the current SP system is, on all evidence to date been judged to be
poorss. The Social Fund receives only about 60% of its revenue from contributions (i.e., payroll taxes
on formal-sector workers and employers), with the remaining 40% coming from the Republican
Budget. In this way, social insurance benefits are crowding out social assistance ones. This
represents a strategic choice on the part of GoK to maintain the formal sector social insurance
system despite an extremely unfavourable actuarial outlook. Advice from the World Bank and EU
has consistently urged better targeting — means-testing — of limited available resources for social
assistance, but this may be difficult to achieve given the political pressure for benefits to be widely
available.

54 Figure 5, 6, 7 of JC4A.2 in Volume 2.
% Sources: The OECD-MoFA Finland SP Assessment done in 2018, the Final Evaluation of the social protection budget support
programmes done in 2020, and interviews See also EQ7 and Vol. 2 Indicator 4A2.4.
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Education

The share of education sector expenditure as percentage to current expenditures grew from 19.5%
in 2010 to 26.4% in 2019. In absolute values, spending on education has grown from KGS 11.5
billion in 2009 to KGS 35.9 billion in 2019, as a ratio to GDP fluctuated between 5% and 7%. As far
as the composition of current spending is concerned, wages (including social contributions) absorb
most of the funds, accounting for 82% in 2019. The budget executions of the education sector in
2012-2018% were on average 95% of the planned amounts that is acceptable taking into account
the volatility of revenues in the transition economy.

There were three BS programmes for education sector. The importance of the funds disbursed to
the budget for the sector was modest in overall terms although those funds created fiscal space for
the education sector spending. The proportion accounted for by the disbursements fluctuated
between 1.4% and 2.2% of the total amount handled by education sector year to year.

The average annual budget allocated was around KGS 18.4 billion during 2010-2012, then after the
BS started it was about KGS 33 billion. This indicates that education sector support programmes
have become consolidated in the national budget. After the last education support program ends,
the level of forecasted budget expenditure for this sector in 2022 will be slightly below than the
approved annual budget in 2021. There could be some issues on financial sustainability and there
is a need for increasing of education sector expenditure for 2022 onwards.

According to the 2019 Evaluation of the Education Sector Reform “the budget support has broken
the status quo by allowing MoF and MoES to direct funding to long-awaited areas of development
for which normally no development budget provisions were made available (e.g. inclusive education,
PFM reform, sector audit, EMIS, school development, strategic planning, etc.).5” Perhaps the most
important achievement realised through the SPSP and SRC is related to the establishment of the
sector budget process, and its linkage with strategic development planning for education. The
Medium-Term Budget Framework including the medium-term expenditure planning for subsequent
years (from 2014-2016 to 2019-2021) and program-based budgeting were developed by the MoES.
This has allowed to insert a more forward-looking perspective on education sector management and
planning®e. However, despite some progress, the links between policy, planned objectives,
implementation of policy (and reform) actions and regular sector operations, resource allocation,
prioritisation (by sub-sector), and monitoring and evaluation of performance do not appear to be
strong.

Electoral Reform

The analysis made for SP and education budgets cannot be applied to electoral reform, as it is not
a sector or an area of GoK and does not have the same multi-year expenditure dynamicss. The
budgetary needs the Central Elections Commission (CEC) and State Registration Service (SRS) are
sufficiently modest that a project approach could well have been as effective as a budget support
one. However, stakeholders interviewed stated that the relatively modest EU budget support had
resulted in a marked improvement in the capacity and efficiency of both institutions. EU budget
support contributed significantly to the needs of GoK; for example, the financing of the new biometric
registration system (SRS) and the regularisation of staff contracts at provincial offices of the CEC.

JC4A.3 The institutional capacity of public sector institutions and service providers has been
strengthened, including enhanced monitoring, reporting and accountability mechanisms

Social Protection

The EU BS interventions in Social Protection played crucial roles in enhancing the capacity of public
entities both at central and decentralised level. Particularly in the early years of the evaluation period,
EU TA supported the MoLSD to better use clear evaluation and assessment indicators related to
eligibility for MBPF and MSB benefits, and to estimate inclusion and exclusion rates for various
vulnerable population groups. TAs have also supported the line Ministry with improved capacity for
creating relevant social services and appropriate decision-making mechanisms for children and

% The quarterly executions are available only for 2012-2018.

57 Conclusion 7 of the Evaluation of the Education Sector Reform Contract.
58 EU Eval 2019.

5 Please refer to Vol. 3, Annex 2 on Methodology for more details.
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families and establishing monitoring and accreditation systems. Social protection functions at District
and Central levels under the responsibility of the MoLSD demonstrated improvements. At Central
level, the SBSPs supported capacities in services quality monitoring and accreditation, the formation
and maintenance of collaborations with CSOs to design and deliver social services for families and
children. A particularly important contribution of EU BS 2015-2019 was the development of a highly
interactive IT system to monitor the inflows and outflows of children in all residential institutions. As
mentioned under JC2A.3, the SP SRC (2014-19) also provided substantial support to the
establishment and development of a new MoLSD function for monitoring and inspection of residential
care institutions and services delivered by other providers. At District level, the SBSPs advanced
Local and District-level interagency cooperation in child protection area and rendered social
assistance targeting more accurate. Social service monitoring for children and families has proven
invaluable in building capacity of key staff and social workers at both central and district levels.
However, despite the large amount of trainings by the EU and other donors, frequent staff turnovers
have limited ministries’ ability to building and retaining staff with accumulated skills. The focus of TA
under SP budget support was also focused on MoLSD and, to lesser extent, MoF (for internal audit).
In the MoES, a key partner for children in residential institutions, education, at the central level
statistical capacity is limited, and periodic publication of education statistics including an analysis
and interpretation of the data is not done on a consistent basis®. Despite EU TA to build statistical
capacity both in social assistance and institutionalisation / deinstitutionalisation of children, obtaining
credible data from relevant ministries has been difficult in this evaluation (See also EQ7).

Education

EU BS TA and conditionality has moderately contributed to reinforcing the capacities of the education
sector, more specifically MoES in planning, internal audit and monitoring.

As recently as 2016, the capacity of the Ministry of Education and Science (MoES) suffered from
limited staff and a very broad mandate. This resulted in ad-hoc, on-demand activities based on
availability of funds and absence of systemic data collection and informed decision-making. Due to
such capacity limitations and high turnover, educational institutions were unable to effectively own,
sustain, continue and make use of the outputs (initiatives, policies, software, studies) supplied under
donor-supported projects. Since then, however, the policy development cycle and strategic planning
cycle have been improved, and they are progressing towards a medium-term forward-looking
perspective, rather than on ad-hoc responses and incremental planning.

MOES has strengthened its ability to conduct audits, through the institutionalisation of an Internal
Audit Department, which conducts audits on a regular basis with follow-up on audit findings (e.g. see
whether the audited entity has implemented audit recommendations). This, in turn, has improved the
guality of sector governance and transparency. In addition, the introduction of an online registration
system for enrolment in kindergartens and secondary schools has reduced risk for corruption in
allocating children to education institutions based on bribes. An interlocutor with long-standing
knowledge of the MoES did not link the ministry’s “very active approach” entirely to BS but
acknowledged that BS was a key contributing factor.

EU BS (SPSP and SRC) has particularly contributed to the development of the Education
Management Information System (EMIS), which is very likely to enhance the quality of future policy
development and planning processes. However, EMIS is not fully operational yet and only hosts very
recent data. At the time of the evaluation additional work was required to develop EMIS into a real
policy and planning support tool, including strengthening of the EMIS staff working on sector
statistics and analysis.

Electoral Reform
EU support has raised the capacities of both GoK entities and CSOs involved in electoral reform.
Through Venice Commission (VC) TA, capacities of the CEC and the SRS were increased by

trainings on electoral legislation, analytical skills, and study trips to exchange experience with the
relevant state agencies of other Council of Europe member states. The VC developed and published

60 As explained under Section 2.3: Limitations to the Analysis, this lack of reliable and updated statistical data has conditioned the
guantitative part of this evaluation.
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a review of judicial practice in the field of electoral dispute resolution in close cooperation with the
Supreme Court.

The new biometric registration system has been successfully implemented, albeit with the
unexpected and unwelcome consequence that a number of people holding old registration cards
were barred from voting in recent elections. Responding to data protection issues following the
introduction of biometric identification, the project organised a series of awareness-raising activities
for national authorities and NGOs on the importance of creation of an independent data protection
supervisory authority and on the benefits of using the European standards in the field of data
protection. Capacity building of electoral stakeholders included members and staff of the CEC, the
SRS, parliamentarians, journalists, judges and representatives of NGOs. The project assisted the
Central Election Commission with the development of a complaint procedure mechanism, which was
publicly accessible online for the 2017 Presidential elections. Opinion survey evidence indicated,
however, that most voters were unaware of its existence and, of those who were, a negligible number
had availed themselves of it.

JC4A.4 The quantity, quality and sustainability of goods and services produced in the education
and social protection sectors and electoral reform have been improved

Social Protection

In the area of social assistance targeting, over the 2011-2014, the SBSP focused on improving the
means-testing system. After adoption by the MoLSD, TA recommendations made social assistance
policy more flexible and tightened targeting, resulting in improved effectiveness of social transfers to
poor households.

There has been more progress, albeit slow, on de-institutionalisation and provision of social services
to vulnerable populations than on social assistance (i.e., income support). Strategic aspirations
regarding de-institutionalisation of children and reform of social services provision have produced
documentable results. Certain norms and social service methodologies up to international standards
are being tested in pilot Districts Units responsible for the delivery of social services to Difficult Life
Situation families and children. The availability of trained personnel to support families in a Difficult
Life Situation, to support foster families, and to provide social services to the disabled and elderly
living alone has expanded. By the end of the most recent SRC, over 50 NGOs had been contracted
by MoLSD to provide services. District Offices of MoLSD are, to some extent, improved and
refocusing their activities to the social services. This has led to some noticeable changes in social
service for children and vulnerable families (e.g. families with disabled children), such as provision
of home care support by local NGOs. The Belovodsk and Jalalabad Residential Institutions for
severely disabled have been renovated and trained staff have been put in place to provide better
qualitative and professional services. However, there have been delays in their becoming fully
operational despite the fact that SPSP BS KPIs regarding completion of works were met.

Education

According to the 2019 EU Evaluation, the overall level of achievement of the budget support showed
“a highly positive picture. The actions linked to the reforms linked to performance indicators of both
budget support programmes were implemented successfully, considering that the level of fulfilment
of the variable tranches in the SPSP and SRC is close to 100% (disbursement compliance
corresponding to 98% of SPSP budget, and disbursement compliance corresponding to 98% of SRC
budget respectively).”

Crucial progress was achieved in providing access to education at pre-primary level in response to
the recommendations of PISA 2009 and the EU budget support, which indicated that students who
had received more than one year of pre-primary education performed better than those who had not.
In addition to the government-funded preschool services —kindergartens, the most important
innovation in provision of early care was the Nariste 480-hour school-readiness programme, which
has been instrumental in expanding access to and the benefits of preschool (see EQ 6A).

Generally, new education standards have been developed which are based on competence-based
approach and result-oriented learning. This includes a substantive new approach to the basic
curriculum for schools. The changes affected the increase in the number of hours in foreign
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languages, the introduction of the subject "Informatics" from Grade 5, changes in the teaching
methods of the state language, and increased attention to the subjects of the natural science cycle.
In addition, standards were developed for the profile level in Grades 10 and Grade 11 in
mathematics, physics, chemistry and biology. However, while an increase in salaries has at least
partly addressed the problem of teacher shortages, the quality of both pre-service and in-service
teacher training remains poor. Only about 10.000 or about 10% of the country’s schoolteachers
undergo re-training (Continuous Professional Development, CPD) every year. As of 2020, the
trainings lacked standardisation, had not been properly revised in many years and did not include
an approach on how to teach the competencies of the new curriculum. Although interlocutors
reported recent improvements regarding the development and delivery of new training courses in
line with the requirements of the new curriculum, it is not possible to quantify how many teachers
have already benefitted from these new programmes particularly as the framework conditions were
shaped by the COVID-19 crisis. For example, at least until May 2021, MoES could not provide
training on new textbooks due to the pandemic.

Despite this kind of achievements showing undeniable progress in the implementation of the
education reform agenda, the number of underperforming students is still high as outlined in EQ 6A.

Electoral Reform

During the reporting period progress was made in all four policy areas targeted: i) credibility, by
introducing amendments to the legislation to fight vote-buying and corruption, to promote fair
competition, forbid the (mis)use of administrative resources, etc.; ii) inclusiveness, by continuing the
inclusion of citizens on the voters’ list, addressing the problem of those temporarily living abroad,
improving access of persons with disabilities and taking measures to increase participation of
women; iii) transparency by improving the functioning of the online complaint mechanism; iv)
implementing the new strategy, by adopting the Action Plan of legislative measures.

The voter complaint mechanism put in place to report voting irregularities was a significant step
forward, but its effectiveness was eroded by the fact that few voters were aware of it and a negligible
number actually used it. Summary data on voting irregularities were published on the CEC website.
However, certain questionable decisions of the CEC during the political crisis that unfolded following
the annulment of the October 2020 parliamentary elections showed weaknesses in electoral
legislation and vulnerability to political pressure.

As stated in JC4A.3, the capacity of both the CEC and SRS was demonstrably strengthened, and
the fundamental problem underlying the violent protests following the October 2020 parliamentary
election was the deep popular distrust of the Kyrgyz political system, a risk that was underestimated
by the EU.
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4.7 EQ4B: Policy formulation and implementation (project and induced outputs of

blending)
To what extent have blending operations contributed to improvements in E—
policy and/or investment project formulation and implementation (including —
production of goods and services) and related accountability mechanisms? 0

 (Waterand Energy)
Overall Answer to the Evaluation Question

Blending operations continue to improve project formulation and implementation (by way of
Technical Assistance support to utility companies in the water and energy sectors and support to
financial institutions and sub-borrowers in the energy sector). Infrastructure has been and is being
delivered to enable water and energy sector utility companies to better meet the needs of their
respective mandates. Projects also provide institutional support and capacity building to build
financial, operational, technical and strategic capability with the intention of contributing to longer
term sustainability.

The institutional and operational capacities of utility companies in the water and energy sectors
have been strengthened as regards service delivery and utility management. In all water sector
blending operations the approach is to support utility companies, while in the energy sector
support, only one project (Oshelectro Rehabilitation) follows this model. Where support was
provided, improvements are observed in project planning, design and implementation,
procurement, PCM, monitoring and reporting. More rehabilitated/new infrastructure has been
enabled. Utilities have more robust financial standings, greater commercialisation and better
prospects of sustainability.

Private sector capacity in both sectors has increased as a result of contract implementation to
international standards of good practise. Capacity was mostly enhanced by “learning by doing”
and advice from PIU (and TA) than because of specific capacity-building activities for private
sector entities. This included increasing involvement of suppliers and technicians in more
innovative technology products in the energy sector support under KyrSEFF, although some utility
companies still struggle to comply with international norms of procurement and quality.

Actual (or potential) improvements in goods and services in sectors supported by blending have
been (or expect to be) achieved, although in the water sector many of the relevant targets are not
properly assessed. Monitoring is better developed in the energy sector operations, where targets
have been reached for KyrSEFF |, with the other operations still ongoing.

Analysis has confirmed the limitations of the blending modality to transcend the scope of the
projects and promote wider policy reforms. TA has been supportive of policy dialogue in water and
energy, mostly focused on utilities, financing and infrastructure, but with limited evidence that
blending has acted as a catalyst for dialogue and broader policy change in the complex political
process in Kyrgyzstan.

JC4B.1 The policy and legal frameworks for water and energy policy have been improved

Policy and legal frameworks for both energy and water sectors have been improved to some extent
and there is better compliance with international norms plus increasing reference to climate change,
although there is no compelling narrative of sector blending programmes having directly contributed
to wider policy reforms. That being said national policy changes have been progressing (one step
forward, one step back) for a very considerable period. Ideally, the use of blending should provide
added value® by way of leveraging policy reform through large scale infrastructure investment, the
theory being that such investments, when coordinated with a policy reform agenda, would
demonstrate viability and benefit of advocated policy reforms. However, the blending projects did
not directly respond to, or support, a wider sector reform agenda. Whilst EU and EBRD have been
active in policy dialogue and energy and water sector blending projects are coherent with emerging
policy and sector legal framework reform, no specific influence of blending operations could be

51 It is asserted that blending can add value to development cooperation and, by way of the grant component, bring added value over
purely loan financed projects. Please refer to Vol. 2 1-4B.1.1 for details.
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identified (other than KyrSEFF policy dialogue activities having enhanced awareness of the
possibilities of sustainable economic development through resource efficiency investments).

Energy Sector

The Kyrgyzstan power sector was restructured at the beginning of 2000s, when the sector was
unbundled into generation, transmission and distribution segments — distribution company tariffs are
regulated by the independent regulator with over-sight by Ministry of Energy. The sector in
Kyrgyzstan remains majority owned by the State and has been more-or-less stagnant for the last 15
years. Energy reform has stalled, and tariffs have remained little changed in recent years. whilst the
sector suffered from a lack of maintenance and poor operating performance. Nevertheless, energy
efficiency and energy security are among the most important policy orientations for the government
and the National Energy Programme (NEP) which was originally developed for 2008-2010 and is
currently being updated. Energy Efficiency and Energy Security are of high priority and included into
the National Strategy of Sustainable Development (NSDS) of the Kyrgyz Republic 2013-2017.

The GoK has recently adopted programmes aimed at increasing energy efficiency and energy
saving, as well as changes in tariff policy and institutional and regulatory framework. One of the
recently adopted programs is the Development Program for the period 2018-2022 «Unity Trust
Creation»%2, Two important milestones of this programme are the establishment of an independent
regulator and approval of a mid-term tariff strategy. Both milestones were achieved. The new tariff
methodology envisaged introduction of a social norm of electricity consumption as part of a
residential tariff. The social norm was determined at 700 kwh/month for which a lower tariff should
be applied. That tariff was indexed by 20% annually over subsequent years with higher consumption
to be charged at a higher tariff that will also cover cost of imported electricity.

The evaluation did not have any knowledge of GoK consultation processes for policy and regulatory
development in the energy sector, but a series of energy consumer surveys carried out in 2014,
2015, and 2016 document increasingly positive public opinion to reforms, and public opinion of the
sector overall has improved in recent years (See JC9.3 for details on increased awareness and
trust).

At the level of international cooperation including compliance with international norms and practises,
Kyrgyzstan is involved in the following:

e Programme for Formation of Common Electricity Market of EAEU — creation of supranational
electricity market will allow free trading of electricity on centralised trading platform.

e CASA-1000: Commercial electricity supplies from 2021/2022 to Kyrgyzstan guaranteed for
15 years while water resources in electricity production will be sent downstream.

e Inter-Connector (500kv) Darka — Torugat — Kashgar (China).

Contributions of EU support have been notable, for instance, using TA in support of policy dialogue
has continued advocacy and support to government in implementing laws on "Energy Performance
of Buildings — LEPB’ and amending the outdated ‘Law on Energy Savings’. LES has also adopted
the Energy Efficiency Directive 2012/27/EU (EED).

Water sector

GoK has approved a series of strategic documents for the water sector, although several
implementation issues persist. The main documents include the National Water Strategy in the

Kyrgyz Republic 2019-2040 and Water Code (2005): Water Code Implementation Roadmap (2013)
and Roadmap for implementation of the Water Code of the Kyrgyz Republic (May 2019)%. These

52 Aimed at ‘sustainable development of the energy sector and ensuring energy security of the country, providing the economy and
population with reliable and modern energy supply and developing the country's export potential. Please refer to Vol. 2 1-4B.1.1 for details.
% The 2013 Roadmap set out targets for sector reform over the medium and long term (5 - >10 years) in implementation of the 2005
Kyrgyz Water Code. However, there were multiple obstacles — no sector corroborating body, fragmented institutional framework, little
political ownership and no regulatory framework. Also the National Sustainability Strategy of the Kyrgyz Republic 2013-2017 made no
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documents form the basis for sector policy and legal structure for modernisation in line with
Integrated Water Resource Management (IWRM) principles. Particular attention is given to cost
recovery, establishment of management institutions (e.g. National Water Council, River Basin
Councils), establishment of Water Users Associations, introduction of hydrographic basin
management and expanded public participation. Additionally, a number of additional strategic
documents relevant to the water sector were approved in the period relevant to the evaluations* but
overall, sector legislation does not adequately take into account various aspects of climate change
and environmental issues®®.

Public participation in utility service provision has improved; these interventions have contributed to
raising awareness amongst the population about water usage, including on water conservation.
Some projects also include a component of media information aimed at visibilityss of EU IFCA
financing.

JC4B.2 Theinstitutional and operational capacity of utilities in the water and energy sectors has
been strengthened, including operational and commercial efficiency, monitoring, reporting and
accountability mechanisms have been enhanced

The capacities of utility companies in the water and energy sectors have been strengthened i.e.

e By means of TA assistance to designated PIUs project planning, design and implementation
including procurement, project cycle management, monitoring and reporting

¢ Rehabilitated/new infrastructure has enabled better reliability and/or quality of service
delivery and in some cases has widened coverage of service provision

e By way of TA support CDPs/BDPs (including preparation of a prioritised long-term investment
programme) which have been developed aiming at better utility management including more
robust financial standing, greater commercialisation and better prospects of sustainability.
These capacity development efforts have covered such practical issues as O&M, reduction
of technical and financial losses, metering and revenue collection.

o TA support to policy dialogue has covered “higher level” issues such as tariff methodologies
and implementation of more energy efficient legislation in both sectors and climate change
adaptation. At lower levels this dialogue has aimed at increased awareness of energy
efficiency and water conservation, reduction of waste/losses, environmental issues and
tariff/affordability of service.

The degree and coverage of these issues varies geographically and across the sub-project
“catchment areas” with more immediate effectiveness in the larger conurbations rather than rural
utility companies (which have more limited resources and capacities) managing widely scattered
(smaller) systems serving lower density populations.

Overall blending operations have delivered quality projects in both the water and energy sectors.
Projects have been compliant with national and international regulations and legislation and
international best practices and whilst detailed designs and specifications were prepared in
accordance with international norms, compliance with such standards has been something of an

reference to the Roadmap. The 2019 Roadmap draws upon lessons learned from the previous roadmap, whilst addressing the seven
strategic elements identified in the previous roadmap including provision for public consultations (including CSOs).

54 Including: State Programme Strategy for development of Drinking Water Supply and Sanitation Systems of the Kyrgyz Republic (2016-
2026) — WSS Strategy; State Programme for Irrigation Development of the Kyrgyz Republic (2017-2026); State Programme for
Construction of Water Facilities and Development of New Irrigated Lands in the Kyrgyz Republic (2011-2015); and Priorities for Adaptation
to Climate Change in the Kyrgyz Republic to 2017 (updated 2020).Concerning the latter, increasing pressure of climate change and
environmental issues is being acknowledged by government in the water sector.

5 E.g. increasing problems with availability of water, development plans do not consider long-term climate-proofing and potential impacts
of climate change , ineffective transfer of knowledge about climate change adaptation, lack of coverage of gender and women’s
involvement, and no IWRM nor comprehensive state sector investment plan.

% Visibility requirements for blending operations became more demanding and structured as a result of changes in the blending guidance
framework in 2014.
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issue for local contractors and suppliers to master. TA supervision has aimed at ensuring adequate
guality during the course of project implementation and thus better efficiency and effectiveness of
implementation (including operation of project outputs). Most utility support projects have prepared
operations and business plans which contribute towards O&M plans but in some cases the plans
are based on assumptions that may be overly optimistic (e.g. increases in tariffs) and thus
effectiveness of such plans (and sustainability) is not guaranteed.

All water sector blending projects specify what are essentially the same M&E frameworks®” although
monitoring indicators (for outputs and outcomes) are not explicitly identified as such in all project
documentation (but can be identified from specified results). All such indicators refer to infrastructure
delivered by the project (outputs) and the use (and users) of this infrastructure (outcomes). No impact
indicators have been identified, although there are undoubted impacts which may be expected from
these investments. For the energy sector it differs between projects: For the Oshelectro project, TA
to PIU includes assistance with monitoring and supervision of contracts and implementation of
ESAP. For KyrSEFF | the most important success factors were identified as highly motivated PFls
making utilisation of the Facility and support to sub-borrowers, part of their internal performance
monitoring and bonus system. In KyrSEFF Il Project Consultant (PC) activities included monitoring
markets for eligible energy efficiency and renewable technologies for investment; building monitoring
and control measures.

JC4B.3 The private sector capacity in the water and energy sectors has been boosted

IMFe8 reports constraints to private investment and growth in the Kyrgyz Republic, noting that “private
investment has been relatively low and growth performance subpar, resulting in lower improvement
in living standards than in poor countries” the report goes on to identify private sector growth
constraints including:

e Human capital and labour movement (with room to improve quality and cost/efficiency of
education spending, and market efficiency (labour costs, although relatively low, have
exceeded productivity growth)

e Infrastructure — despite major investments, the infrastructure gap remains large and the
country ranks low on infrastructure quality”

e Governance — micro risks (ie weak governance undermines growth through various
channels: investment, human, capital and productivity; respect for rule of law is a concern
raised by business and, tax rates are low, but tax regulations and administration are onerous)

e Governance — macro risks (public debt is high, and spending is tilted towards current
expenditure)

e Cost of finance — high cost of credit is a key constraint to private investment.

Private sector capacity has increased as a result of blending operations in the energy and water
sectors with the role of consultancy support to PIUs undoubtedly playing a role in technology transfer
to service providers. The private sector plays an important role as service provider in the
implementation of blending operations and projects have addressed to some extent the non-
governance issues noted above. Contractors and suppliers, predominantly national firms, have been
involved with construction/rehabilitation of infrastructure and equipment under contracts (certified
payments being directly disbursed to the contractor by EBRD) which were designed, procured and
implemented in accordance with international norms. These procedures were a novelty to some
contractors (and utility companies) but there is reported uptake of these requirements by contractors
and suppliers who, as ‘business people’, can see potential market advantage in such capacity and
foresee the continued longer term application of these skills after project completion due to increased
market demand. This capacity enhancement has come about predominantly given the need for

57 EBRD is responsible for the monitoring of the implementation of the Action (to be monitored and evaluated in accordance with Article
10 of the General Conditions (Annex Il)). Information meetings between the EBRD and the Commission shall be organized in principle
annually or when needed in order to review the progress of the project The Action’s M&E to be based on periodic assessment of progress
on delivery of specified project results towards achievement of project objectives as set out in the Special Conditions and General
Conditions. EBRD has Programme Monitors in place in Bishkek and Osh engaged in monitoring of projects. Formal annual monitoring of
projects is to be carried out covering the financial standing of the utility, project implementation, environmental/social/gender issues and
improvements, implementation of TA, as well as progress in corporate development and policy dialogue. The Action is also subject to a
formal evaluation process upon completion.

% IMF Country Report N° 191209 Kyrgyz Republic. July 2019
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compliance with specifications and contract conditions and from “learning by doing” rather than
specific training, except in the case of KyrSEFF which introduced some examples of new technology,
procedures and legislative compliance.

Energy sector

The Oshelectro Rehabilitation project provides opportunities for contractors and equipment suppliers
although there is little or no reference in project documentation to boosting private sector capacity
as such. KyrSEFF | financed works that were undertaken by contractors and suppliers with
involvement of engineers and architects who gained skills and knowledge through dedicated
capacity building activities and involvement in the energy efficiency infrastructure investments;
KyrSEFF II, whilst continuing the energy efficiency investments in buildings, has also financed >15
projects in water efficiency in the agriculture and hospitality sectors which are serving as
demonstrations for the private sector®. The PC is continuing to transfer technology to local personnel
and market actors to improve knowledge of specialised technologies and contribute to possible
continuation of energy efficiency investment activities.” Support to SMEs and business projects
under KyrSEFF Il is expected to contribute to creation of around 300 jobs.

Water sector

All blending interventions provide opportunities for contractors and suppliers in the water sector but
there is little or no reference in project documents to specific efforts to increase capacity of these
contractors, although enhancement of capacity and experience is confirmed from implementation of
works designed and supervised in compliance with international norms. TA has been appointed to
support utility company PIUs and there has been technology transfer and capacity building of utility
company and utility personnel, although capacity building and technology transfer achievements
have not been systematically monitored or quantified. Central to EBRD’s municipal focus (including
water and wastewater) is the mobilisation of TA grant funds to promote project preparation,
implementation, capacity building and institutional development. IFCA-funded TA support focusses
on procurement, contracting and supervision to ensure effective implementation of investments thus
contributing to environmental, energy, operational and financial efficiency and potential
sustainability. TA to support PIUs in procurement, design, contract management, supervision and
certification of works for payment not only contributes to effective implementation but also acts as a
training facility for local stakeholders.

JC4B.4 The targets in quantity, quality, coverage and/or availability of project outputs for the water
and wastewater services have been achieved

There is no reason to doubt that improvements in terms of project outputs will be achieved given the
comprehensive range of support to the utilities, but it is difficult to quantify these potential gains, as
most change brought about by the support is not monitored beyond some basic figures as, for
example, length of pipes laid or numbers of persons in receipt of better services. Blending support
projects target quantity, quality, coverage and availability of project outputs for water supply and
wastewater services but many projects remain as works-in-progress so that it is not possible to
assess the extent to which many of these targets will be achieved. However, although projects
describe expected results such as increased connectivity (to water supply or wastewater services),
better water and wastewater quality standards, better reliability of service and sustainability
(strategic, financial and technical) most of these targets are not identified in monitoring indicators.

The effective monitoring of project targets is far from sufficient. Not all projects make specific
reference to connections to the public water supply although there are references to metering of
supply (which includes installing meters on existing connections?). There is reference to increased

8 Although not specifically addressed in these ‘demonstrator projects’ the water/food nexus is indirectly approached in that >90% of
available freshwater in Kyrgyzstan id used for irrigation (source: FAQ) despite the poor hydrological conditions noted in JC4.B.1 above.
There is thus potential for consideration of energy and water efficient pumped and distribution systems in rural areas for irrigation (and
potable water supply).

0 |t is noted that there is an increasing involvement of local expertise in KyrSEFF implementation (and corresponding reduction in
international personnel) as a result of technology transfer activities including the national Deputy Project Manager becoming the Project
Manager.

"1 Beyond installation of meters, there is little or no reference in project documentation to other (smart) management, control and monitoring
technologies, such as smart metering, flow and quality in-situ connected sensors, data-driven planning and management, open data,
remote sensing-enabled monitoring and forecasting etc.
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connectivity but there is no monitoring of numbers of connections. There is also reference to
improved access, in some cases with target numbers of the population but such improvement
appears to be assumed to accrue from rehabilitation of the network as a whole or in a specific area.
There is more general reference to water quality in sector blending projects but little or no monitoring
of actual water quality parameters or impacts (such as reduced incidence of water borne disease).
Although there are multiple references to improved wastewater characteristics and effluent quality
there are no monitoring indicators or targets that actually measure wastewater or sludge parameters
or comparisons with international or national norms. Finally, better reliability of water supply and
wastewater services (including reduction of service interruptions and rationing of supply/services) is
the aim of all water sector blending interventions although not usually articulated in these specific
terms nor monitored for these characteristics.

There is also little doubt that operational sustainability prospects of utility companies and of the
sector as whole will be improved albeit that financial sustainability may remain elusive. The intention
of sector blending support is to improve sustainability prospects of the utility companies by
simultaneously improving capacity, including physical infrastructure capacity to meet demand for
safe, reliable, affordable service; management and technical capacity to efficiently operate the
system; financial capacity by increasing cost recovery; strategically by adoption of the corporate
development and investment programme; and environmentally and socially by reduction of losses,
better quality standards (of potable water and wastewater management) leading to reduction in water
borne disease, lower energy consumption, better conservation measures and potential climate
change resilience. However, monitoring of institutional support activities (including CDP targets) has
been limited.

JC4B.5 The targets in quantity, quality, coverage and/or availability of project outputs for the energy
sector have been achieved

The different approaches of energy sector blending interventions aim at the same over-riding
objective (i.e. better energy effectiveness, reduced consumption/losses, greater resilience of supply
network, better sustainability prospects, carbon emissions reduction and potential mitigation of
climate change effects). However, the interventions adopt strategies that approach the objectives
from different directions:

e Oshelectro Rehabilitation aims to achieve those objectives by way of introduction of metering,
rehabilitation of dilapidated investiture, more commercial business practises and
restructuring of the utility.

o KyrSEFF aims to achieve these objectives by way of improving energy efficiency in terms of
facilitating EE infrastructure improvements for residential and business properties (such as
insulation, more efficient divide control, solar panels) together with building national
engineering and financial capacity to prepare and undertake such interventions.

Targets of sector blending interventions have been largely achieved for KyrSEFF | whilst Oshelectro
Rehabilitation and KyrSEFF Il are under implementation. Specific mention should be made that
KyrSEFF I, while not achieving all specified outputs (e.g. n° of building level sub-projects and value
of residential sub-projects) has exceeded outcome targets (e.g. expected annual energy savings
and reduction in annual CO2 emissions).

More specifically, by way of reduced distribution losses and improved operational management,
Oshelectro Rehabilitation is expected to improve the sustainability of utility company operations and
thereby contribute to increased resilience and security of the national energy sector as a whole.
There is no reference to policy dialogue in specified results and monitoring indicators.

KyrSEFF | underachieved regarding allocation/disbursement funds to the residential sector (~50%)
but exceeded the target figure for the business sector (two to seven x targets) such that overall (both
sectors) allocation/disbursement exceeded targets by 23%. For KyrSEFF Il a facility target has only
been specified for Residential disbursement and this “indicative” target had been exceeded by ~9%
by end 2019 — other output results appear to have no targets specified (e.g. n° residential or
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commercial sub-projects or commercial disbursement)”2. KyrSEFF Il has continued engagement with
policy dialogue? by way of call-off consultancy assignments.

Both Oshelectro and KyrSEFF aim at continuation of flow of benefits after the project period albeit
in different ways. Oshelectro aims to better capacitate the utility company to more effectively manage
the distribution network and thus a better quality of service delivery going forward. On the other hand,
KyrSEFF has aimed at ensuring continuation of the approach (i.e. loans for energy efficient
investments) by way of capacity building of PFIs and awareness raising for the benefits of such
energy efficiency (among the public, PFIs and government). In parallel, the project has endeavoured
to ensure that the individual sub-project investments are sustainable in themselves, thus ensuring
the flow of benefits. There is limited reference to policy dialogue in project documentation or reporting
with focus upon introduction or application of operational policies into utility company operations (e.g.
environmental and social issues, HR, tariff methodology) rather than at national levels.

Levels 4 and 5: Effects on public policies’ sector outcomes, progress in project outcomes
and trends in impact indicators

4.8 EQS5: Outcomes — Democratic processes (policy outcomes of budget support)

1.1 To what extent, in electoral reform, have the development outcomes

pursued through the national policy and related strategies and programmes of
work supported by BS been (or are being) achieved?

Overall Answer to the Evaluation Question

The results of efforts to promote democratic governance in Kyrgyzstan through EU electoral
reform support have been mixed, at best. According to surveys conducted by a leading
international democracy-promoting institution, the proportion of citizens who regard the election
process as free and fair steadily increased over the evaluation period. Voter registration has
increased but, disappointingly, voter turnout has dropped as many citizens have decided not to
exercise their right to vote. Some of this is admittedly because of the internationally well-
documented effect that newly-registered voters are less likely to vote than those who have long
been on the rolls, but the trends in Kyrgyzstan are too pronounced for this to be the entire
explanation. Despite Kyrgyzstan’s reputation as the Central Asian country most committed to
democratization, voter turnout remains lower than in Uzbekistan, Turkmenistan, Tajikistan, and
Kazakhstan. Trends in one of the broadest indicators — faith in democracy — are worrisome. In
December 2020, when asked “Do you believe that democracy is the best possible form of
government for [Kyrgyzstan] or not?” only 47% give a positive answer. These unfavourable trends
in public opinion lend credence to the most recent Economist Intelligence Unit Democracy Index
for Kyrgyzstan, which showed the steepest 2019-2020 decline for any country in Eastern Europe
or the former Soviet Union.

OSCE/ODIHR assessments of recent elections have found that, while the legal basis for free and
fair elections is in place and elections have been reasonably well administered, consistent with
fundamental rights and freedoms overall, there remain fundamental flaws that undermine public
confidence and voters’ ability to make and exercise considered choices. As noted in the electoral
reform budget support Final Report, the October 2020 parliamentary elections represented a “test
case” for the actual outcomes of the budget support after an interval sufficient to consolidate its
contributions at the output level. Unfortunately, it cannot be said, in view of the violence that
followed, that this test went well.

72 KyrSEFF comprised two windows: i) Residential window — RRE and ii) Commercial window — CRE (industrial and SME resource
efficiency) and RE (standalone renewable energy investments including commercial building sector and loans to
manufacturers/suppliers/installers of EE/RE equipment.

7 Specifically on implementation of legislation - LEPB (Energy Performance of Buildings), amending LES (the old ‘Law on Energy
Savings’) and harmonizing both.
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JC5.1 The objectives of NSDS and the Presidential decree No. 109. of 22 May 2013 to develop
measures to improve the electoral system related to the citizens’ exercise of their right to vote
have been achieved.

There was progress in terms of voter registration over the evaluation period up to 2019, but voter
turnout remained lower than in comparator countries and issues in terms of inclusiveness of the
electoral process persisted. Registered voter turnout in the 2017 presidential election was 2.7
percentage points lower than in the 2015 parliamentary elections, although that can in part be
ascribed to a significant increase in the number of newly registered voters, whose turnout rate is
typically lower than that of the already registered. The twinned trends of rising voter registration and
declining turnout persisted in the October 4, 2020 parliamentary elections. In the January 10, 2021
presidential election, voter turnout dropped to 16.2%, which is the lowest turnout since independence
in 1991. The same negative trends are seen when the data are disaggregated according to type of
election. Note, in particular, the especially steep decline in the turnout rate for the presidential
election of January 2021. These trends reflect a combination of distrust of and disinterest in the
electoral process. Many citizens simply decided not to exercise their right to vote. Voter turnout in
Kyrgyzstan (59% in the 2015 parliamentary election), remains lower than in comparator countries
such as Uzbekistan, Turkmenistan, Tajikistan, and Kazakhstan.

An encouraging trend is that the number of Kyrgyz citizens voting abroad has increased; however,
it still remains very low. This suggests that registration requirements and procedures for citizens
abroad continue to constitute a barrier. Moreover, an unintended consequence of electoral reform
was that the introduction of the biometric ID system led to voters still holding old forms of identification
were barred from voting. This disenfranchised a significant number of persons. While electoral data
disaggregated by gender, by age, and by rural-urban residence have been examined, no striking
trends emerge.

Between 2015 (Parliamentary) and 2017 (Presidential) elections, an online complaints mechanism
to register, trace, provide response to and report on complaints was set up on the (revamped)
website of the Central Electoral Commission (CEC). However, few persons surveyed were aware of
it and, among those who were, a trivial number had used it. The OSCE / ODIHR October 2020
parliamentary election observation mission found that persons interviewed had no confidence in
remedies for elections violations.

The 2017 presidential election took place without major incidents, was judged to have been
competitive and well administered by international observers and resulted in an orderly transfer of
power. However, as noted in the electoral reform budget support Final Report, the October 2020
parliamentary elections represented a “test case” for the actual outcomes of the budget support after
an interval sufficient to consolidate its contributions at the output level. Unfortunately, it cannot be
said that this test went well either in the case of inclusiveness or transparency. The consequences
of the election are well known. Following the publication of preliminary results, of the 16 contesting
parties, only 4 appeared to have gained representation in Parliament (i.e. passed the statutory 7%
hurdle). Three of them were allegedly closely allied with President Sooronbay Jeenbekov. Violent
protests unfolded on 5 October 2020, leading on 6 October to the resignation of the prime minister
and speaker of Parliament, the invalidation of election results by the CEC, and the scheduling of new
parliamentary elections for mid- 2021. OSCE / ODIHR elections monitoring mission findings (see
also JC5.2) have found that, while the legal basis for free and fair elections is in place, serious
concerns remain regarding, among other things, a level playing field, media coverage adequate
enough for voters to make an intelligent choice, vote buying, and other issues.

JC5.2 The objectives of NSDS and the Presidential decree No. 109. of 22 May 2013 to develop
measures to improve the electoral system related to the transparency of the electoral system
have been achieved

Opinion polls carried out by the International Republic Institute, a US-based non-governmental
institute, suggest that at least until 2017 there was an increased credibility in the election process.
The proportion of voters who do believe that elections are "free and fair" in Kyrgyzstan was estimated
to have increased from 35% in October 2014 to 55% in October 2015, (i.e., just after the
parliamentary elections had taken place) to 62% in 2017 (i.e., just after the presidential election),
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showing an increase by 7 percentage points, suggesting progress. In addition, survey data show
some progress regarding citizens’ view of democracy in the country. When asked “How satisfied are
you with the way democracy is developing in Kyrgyzstan?”, 59% responded they were “very
satisfied” or “somewhat satisfied” in November 2017, as opposed to 53% in February 2015 and 40%
in August 2012.

More recent evidence confirms this. The Statement of Preliminary Findings and Conclusions issued
by the ODIHR elections monitoring system on 5 October 2020 concluded that the elections “took
place under improved legislation and fundamental rights and freedoms were overall respected.”
However, it also found credible allegations and questioned the impartiality and transparency of the
CEC, its capacity to provide oversight of campaign finance (and hence transparency) and the
adequacy of legal remedies for election violations. The CEC has been accused by some of exhibiting
bias while dealing with complaints and other alleged violations of the electoral legislation. To
summarize, the ODIHR mission stated “Priority recommendations focus on addressing the issues of
vote-buying and pressure on voters, including via expedited and mandatory investigation by law
enforcement bodies of these irregularities, ensuring full respect for freedom of media, enhancing
media coverage to the benefit of voters, strengthening transparency of political and campaign
finance, consistent application of sanctions for electoral violations and guaranteeing the secrecy of
the vote.”

Specific findings were that the biometric voter identification system to whose development EU budget
support contributed was found to enjoy wide public confidence, but nearly half a million citizens
(particularly abroad) were not registered in time to vote. The ease for voters to file a temporary
change of address (avoiding the need to return home to vote) appears to have been a double-edged
sword, as this gave rise to “serious” and “credible” vote-buying concerns on the part of candidates
and political parties interviewed. Doubts were also expressed on the adequacy of legal remedies for
election violations.

The election was held in a fraught atmosphere. In its preliminary election observation report on the
snap presidential election of 10 January 2021, won by Mr. Zhaparov with 79.84% of cast ballots,
OSCE / ODIHR found that the legal framework allows for a competitive election, and fundamental
freedoms were generally respected. However, it also found that Mr. Zhaparov’s disproportionate
access to finance and misuse of administrative resources made for an uneven playing field. An
overall lack of critical media reporting, partially due to a restrictive legal media framework, limited the
voter’s ability to make an informed choice.

Moving from technical indices such as voter turnout to a higher-level perspective, trends in what
must be considered one of the general indicators — faith in democracy — are worrisome. According
to the most recent International Republican Institute opinion survey (December 2020), when asked
“Do you believe that democracy is the best possible form of government for [Kyrgyzstan] or not?”?
only 47% give a positive answer.

These unfavourable trends in public opinion lend credence to the most recent Economist Intelligence
Unit Democracy Index for Kyrgyzstan’, which showed that the country achieved remarkable process
between 2014 and 2018 and remains the sole non-authoritarian regime in Central Asia and one of
five “Hybrid Regimes” among the former Soviet Republics. Nevertheless, it suffered the steepest
2019-2020 decline for any country in the former Soviet Union.

74 Please refer to JC5.2 in Volume 2 for details.
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Figure 7: Trends in Democracy Index 2006-2020
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4.9 EQG6: Outcomes — Education (policy outcomes of budget support)

To what extent, in the education sector, have the development outcomes
pursued through the national policy and related strategies and programmes of

work supported by BS been (or are being) achieved? And which have been the
key factors of their achievement?

Overall Answer to the Evaluation Question

The objectives of the EDS — and related action plans — have been achieved as far as nearly
universal access to primary and lower secondary education is concerned. However, despite some
improvements, access to non-compulsory upper secondary education (grades 10-11) has
remained low. The partial focus of the EDS, which neglected this area, explains the little progress
observed at this level.

GoK efforts to improve the quality of education have positively affected student learning outcomes
in line with EDS, although only to a limited extent. Action to improve the quality of school curricula
and textbooks contributed to the slight advancements observed. While, according to 2017 results,
student performance improved compared to previous surveys, it still remained poor with the
majority of both boys and girls performing below basic level in key subject areas.

Teacher training as an essential part of improving the quality of education and learning outcomes
has been expanded and strengthened (e.g. through the introduction of new methodologies) but
cannot yet cater for the demand created by the reform process. For example, the introduction of
multi-lingual learning is not matched with a sufficient number of qualified teachers.

Although there is no evidence for notable gender imbalances and despite recent progress for
example in the field of multi-lingual education, challenges still exist for children with disabilities
and from disadvantaged socio-economic and linguistic minority backgrounds in enrolling in — and
completing — education programmes.

While the Technical Vocational Education and Training (TVET) sector has grown, the linkages
between education and the labour market still lack strong synergies. Despite a growing importance
of TVET during — and at least partially as a result of — EDS implementation, and an increase in the
number of students in vocational education, a notable positive effect for the employment situation
in the country is yet to be seen. This, however, is also affected by the COVID-19 situation which
has put strain on employment (See also JC 10.1 on employment trends). Among most visible
achievements to-date are the increase of people with higher professional degrees among the
labour force, and the standardisation of qualifications.

EU support contributed importantly to achievements of EDS and actions linked to the reforms
included under both BS programmes were implemented successfully and funds almost fully
disbursed (98%). Nevertheless, the serious absence and inconsistency of sector data has not
allowed the evaluation to assess in detail the determining factors of the evolution of outcomes in
education.
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JC6.1 The objectives of the strategies (in particular, EDS 2020) related to access to quality
education have been achieved

There has been substantial progress in universal access to primary and lower secondary education.
At the time of drafting the national Education Development Strategy 2012-2020 (henceforth EDS).
only 13,4% of the 3-6-year-olds in the country were covered by pre-school education. Since then,
Kyrgyzstan has made substantial progress in providing access to education at pre-primary level.
According to national statistics, in 2018-2019, 40.9% of children aged 3 to 7 years were covered by
various forms of pre-school education. The total coverage of pre-school and early childhood
development programmes among children entering Grade 1 increased from 55.6% in 2015/16 to
78.9% in 2017/18.

EDS target figures for 2020 regarding the overall enrolment for 1-9 grades were 100% (baseline
2011: 94%), and 95% for net enrolment 1-4 grades (baseline 88,4%) and 5-9 grades (baseline
84,8%) in both cases. In the 2018-2019 school year Kyrgyzstan was on track of achieving these
targets with an overall cross enrolment rate of 98.8% for all cohorts (99% for grades 1-4 and 98%
for grades 5-9), which was an increase of 0.4% compared to the previous school year. The total
number of children enrolled in general education amounted to 1,2 million in 2.262 schools.

However, while the country has maintained high access to primary and basic secondary education
for many years, the net attendance is lower for upper secondary education (grades 10-11) and
currently stands at 59% for boys and 56% for girls. EDS 2020 does not include target enrolment
figures for grades 10-11.

While there is no evidence for gender imbalances, the education system still presents inclusiveness
issues, especially for children with disabilities and from disadvantaged socio-economic and linguistic
minority backgrounds. About 6% of school age children are out of school and most of them are late
entrants, children with disabilities and children of labour migrant families, pointing to socio-economic
imbalances in access to education. Pockets of exclusion from compulsory education also exist in
rural areas, as well as new settlements around Bishkek.

Access to upper secondary school, which is not compulsory, is lower than for basic education, and
reveals gender, wealth, and location disparities — as well as by speakers of Uzbek and other minority
languages. According to government and CSO interlocuters progress has been achieved through
the strengthening of multilanguage education as the result of BS. In September 2019, MoES
approved a new methodology for multilingual education, which is a further step towards the inclusion
and better education attainment for children whose mother tongue is Tajik or Uzbek. The main goal
of the multilingual education programme, which already started in 2012 and has been expanded
since then, is to provide an opportunity for all children to receive education in their native language
and at the same time master Kyrgyz, Russian and another foreign language. A weak point of the
programme from the beginning was the shortage of staff with degree in pedagogy and sufficient
language skills in teaching subjects in two or more languages. This challenge has been addressed
particularly since 2019 but still presents a main hurdle in the implementation of multilingual
education.

Box 3 BS effects on multilingual education in KGZ

“Multilingual education is one of the key problems and challenges in education. Thanks to budget
support we could achieve a lot in this area. 80 schools and 45 kindergartens are involved. 5
universities contribute to the development of the programme. Multilanguage education was also
implemented in pre-schools. In Bishkek the majority of students do not know Kyrgyz well. In the
regions their level of Russian is low as they have no chance to practise. Integration of training and
development of language is one of the most important aspects of Budget support. Thanks to BS
a modular course for teachers was developed and completed by hundreds of teachers.”

Source: Interview with a leading education expert and former government official

Overall, the number of children and students successfully completing an education has slightly
increased by approximately 8% in absolute terms — from 229.800 completions in 2003, to 248.400
completions in 2017. The net increase was 3% as, according to the 2019 national SDG report, the
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school population is growing at about 5% annually. The overall dropout rate (2013-2018 average)
stands at 2.4% of the primary school cohort, which is a higher figure than for other Central Asian
counties but substantially lower by global comparison (see the table under I-6A.1.3). Early marriages,
religious beliefs, and work are among the main reasons why children leave school — causes that are
still insufficiently addressed, according to interviews.

JC6.2 The objectives of the strategies (in particular, EDS 2020, EDS 2040) related to learning
outcomes have been achieved.

Following EDS, it was planned to introduce standardised testing for pupils to assess their learning
achievements at primary and secondary school. However, currently there is still no nationally
representative learning assessment conducted at any grade in the country. Yet, MOES has regularly
supported large-scale assessments including the Early Development Instrument (EDI) (2015/16),
Early Grade Reading Assessment (EGRA) (2017), and the National Assessment of Students’
Learning Attainment or The National Sample-Based Assessment (NSBA) (2007, 2009, 2014, 2017),
which have evaluated learning in three subjects at Grades 4 and 8 and provides valuable system-
diagnostic information. No assessments and surveys have been conducted since 2017. At an
international level, the MoES participated in PISA (2006 and 2009) and an OECD survey (2019).

Student learning outcomes have steadily, but slowly, improved, in line with EDS objectives. However,
generally student performance remains poor with the majority of both boys and girls performing
below basic level in the sciences and mathematics. Overall, there is widespread agreement in
reports, studies and among interviewees that in spite of the still mounting challenges the direction of
change is encouraging and that the policy reform and implementation have been moving along the
right track.

Box 4 Overview of most recent education assessments

NSBA 2017 showed that the percentage of Grade 4 students performing below basic level in
reading and comprehension, mathematics, and primary-level natural sciences, decreased by
5.5%, 3.5%, and 8.6% respectively, within three years (compared to NSBA 2014) and thus during
the implementation of the EDS. The share of 8th graders performing below basic levels (“non-
performers”) in mathematics decreased from 84.3% in 2007 to 64.9% in 2017. Reading
comprehension improved from 73.5% non-performers in 2007 to 51.5% in 2017. Science
improved slightly to 76.6% non-performers in 2017 against 81.8% in 2007. Yet, about 44% of girls
and 59% of boys still scored below basic level in reading, and only 16% of girls and 11% of boys
scored at the highest reading level in 2017. More than 75% of both boys and girls scored below
basic in the sciences and very few of both genders scored at the highest level. As one indication
of disparate performance, the percentage of students scoring below basic level in 2014 ranged
widely from 43 percent in Bishkek to 60 percent in regional centres and small towns to 70 percent
in rural schools.

EGRA 2017 revealed that only 44% and 47% of sampled students in Grades 2 and 4, respectively,
attained grade-level oral reading fluency. These represented gains of 10/13 percentage points
over the EGRA 2014 results. (WB 2020: 7).

EDI 2015/16 found that children enrolled in community-based kindergartens (CbKs) demonstrated
improved scores, with the greatest gains in the language and cognitive development domain.
However, one-quarter of children were still vulnerable in one or more domains even at the end of
the programme.

Post-2017 data on student learning outcomes are not yet available. Planning and organisation of
the next NSBA have been affected by the COVID-19 pandemic but is still scheduled to take place
in 2021.

As for gender discrepancies, EGRA, NSBA, and PISA all exposed that, on average, girls performed
better than boys in all subjects. The gaps are particularly pronounced in reading and comprehension
and mathematics. For example, according to NSBA at Grades 4 and 8, girls’ mastery of the basic
level in reading and comprehension is 10-15 percentage points higher than for boys, while in
mathematics, it is 4-5 percentage points higher.
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At the same time, a large gap in education attainment remains in relation to regional and international
averages. Kyrgyzstan’s results in PISA 2009 indicated that students age 15 years lag approximately
4.5 grade levels behind the OECD average and that there are large geographic variations in
performance, with southern and Talas oblasts scoring poorly. The country was ranked at the bottom
of both PISA 2006 and 2009, causing a political scandal in the country. The government
subsequently decided to no longer participate in the testing. However, Kyrgyzstan will again take
part in 2024 and preparations started in 2019. A 2019 OECD adult skills survey found that adults in
Kyrgyzstan scored approximately 20 points lower than the OECD average in terms of functional
literacy and numeracy (247 and 243 versus 268 and 263, respectively); it also found the highest
variability in performance across respondents that it had recorded in any country to date.

JC6.3 The synergies between the education sector and the labour market have been strengthened
Synergies between the two fields have been strengthened, but still remain weak overall.

According to the most recent national SDG progress report, about one third of 15-24-year-old youth
are not in education, employment or training nationally, especially outside Bishkek. “Effective linkage
of the education system and the labour market remains a challenge, due to the weak connection of
vocational education standards with the qualification requirements put forward by the domestic,
regional and global labour markets.”

Several Interlocutors stressed that cooperation and coordination between the Ministry of Labour and
Social Development and the Ministry of Education and Science — which was previously seen as
weak — has improved and resulted in collaborative approaches to, inter alia, the development of
standards as well as training courses for unemployed people. At the same time triangular relations
between vocational schools, employers and civil society have been developed and strengthened for
the benefit of curriculum development, the introduction of new approaches such as dual education
involving apprenticeships, and monitoring.

Following some reorganisation in recent years, the public vocational education sector training
consists of 99 primary VE institutions and 26 secondary VE institutions which provide career
guidance to graduates and offer training course. There are also 31 career centres in higher education
institutions and 66 labour offices, which provide counselling services for career guidance to
graduates and jobseekers. TVET in the county’s educational system is already embedded at the
secondary level. Professional lyceums and vocational technical colleges provide initial professional
education.

Over the past decade progress has been achieved in the post-secondary education level. Between
2009 and 2019 the number of people with a “higher professional degree” increased from 406,000 to
558,700 (from 16.8% to 21.6% of the workforce). In 2019, 50.2% of the working population had
completed secondary school as their highest level of education. While this figure was higher than
ten years early it had dropped from 2014 (Figure 8 Workforce disaggregated by highest level of
education, 2009-2019 (total number in thousand persons)). The statistics thus also show that about
half of the workforce still lacks job-specific qualifications beyond general secondary education.
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Figure 8 Workforce disaggregated by highest level of education, 2009-2019 (total number in
thousand persons)
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Figure 9 Workforce disaggregated by highest level of education, 2009-2019 (percentage)
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There is both a gender gap and rural-urban divide. More women than man (26.9% versus 18.3%)
and substantially more urban than rural (33.4% versus 14.9%) working adults possessed a higher
professional qualification in 2019. All figures increased since 2009 but the urban-rural gap even
slightly increased (for full tables see 1-6A.3.1 in vol. 2). Despite the fact that more women have higher
gualifying degrees than men, they are underrepresented particularly in science, technology,
engineering, and mathematics (STEM) fields in the labour market.
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Table 5 Workforce disaggregated by gender, 2009-2019
2009 2014 2019
Male Female Male Female Male Female
Total | % Total % Total % Total % Total % Total %
(,000) (,000) (,000) (,000)
Higher . 1955 | 14.0 | 2105 | 20.5 | 236.6 | 16.1 | 243.2 23.4 | 289.4 18.3 269.3 26.9
professional
Secondary 714.3 | 51.2 | 473.6 | 46.2 | 835.8 | 57.0 | 519.3 51.1 | 852.2 53.8 444.8 44.5

Source: Ministry of Labour and Social Development

Table 6 Workforce disaggregated by urban and rural regions, 2009-2019
2009 2014 2019
Urban Rural Urban Rural Urban Rural
Total | % Total % Total % Total % Total % Total %
(‘000) (,000) (,000) (,000) (,000) (,000)
Higher 241.4 | 282 | 164.6 | 105 | 266.8 | 31.0 | 213.0 | 13.0 | 3141 |334 |2446 | 149
professional
Secondary | 298.3 | 34.9 | 889.6 | 56.9 | 344.2 | 39.9 | 1010.9 | 61.5 | 351.3 | 37.4 945.7 57.5

Source: Ministry of Labour and Social Development

Higher Education Institutions and VET schools conducted surveys of graduates 2016 in 2017.
According to the surveys, 74% of HEI graduates (graduates funded by budget places) were
employed; 58,4% of VET graduates (graduates funded by budget places) found a job or enrolled in
upper level of education. According to the Ministry of Health and Social Development, 70% of
unemployed people who underwent— the growing number of — short-term courses for vocational
education offered by the employment promotion agencies in all regions, 70% of the people found
employment afterwards. However, the demand for such courses is markedly higher than the supply.
As one interlocutor put it, “funding is limited and the budget has even been reduced due to COVID-
19. The Ministry of Finance allocated less funds than what the Ministry of Health and Social
Development had applied for. Furthermore, around 100,000 migrants returned due to COVID-19 and
many also want to get additional training. At the same time, many SMES went bankrupt.”

JC6.4 The determining factors of sector outcomes (validated results of statistical/econometric
analysis from level 4 to Level 3 and other factors) have been identified and can be related to the
GoK policy actions supported by BS operations.

A statistical or even econometric analysis for the education sector could not be conducted due to
lack of sufficient consistent data. The Education Management Information System (EMIS) data
covers only the academic year 2019/2020 and is extremely fragmented due to the fact that the
system was recently established and faces early-stage adoption and implementation issues. Despite
various requests and attempts, beyond EMIS no data was shared by MoES. The assessment of this
JC is therefore mostly qualitative and relies on reports and interviews.

The 2019 Final Report on budget support finds that the Education Sector Reform Contract had been
satisfactory during the implementation period. More specifically, only 1 out of 13 indicators of the last
variable tranche was not met during the last year of the programme. Indicator 2.3, which aimed to
introduce per-capita funding in public schools of Bishkek, was not fulfilled by the Kyrgyz Government,
notably the Bishkek City Municipality and Ministry of Finance keeping “oversized urban schools
underfinanced and puts at risk the quality of education and its cost-effectiveness.”

The Final Evaluation of the Education Sector Reform Contracts (SPSP and SRC) equally concludes
that the actions linked to the reforms included under both BS programmes were implemented
successfully. The level of fulfilment of the performance related components in the SPSP and SRC
was close to 100% — disbursement compliance corresponding to 98% of SPSP budget, and
disbursement compliance corresponding to 98% of SRC budget respectively.
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Between them, the Final Report and Evaluation as well as interviews identify the following main
determining factors of the positive sector outcomes?s:

Overall, BS provided a stable environment and entry point in facilitating political prioritisation
of national development, as well as policy-led dialogue as regards education sector
governance and systemic reform. In addition, BS has been a driving factor in related areas
of development, such as PFM reform, improvements in fiscal framework and macro-
economic policy measures

Sectoral Planning improved significantly compared to planning approaches applied before
2012, on various levels, including programme-based budgeting, and medium-term planning.
With the development of the new EDS 2040, APED 2021-2023, and corresponding M&E
mechanisms, the process of sector planning has gradually been institutionalised in the MoES
and subordinate institutions. Equally important, between 2016 and 2019, more than 2000
school principals and all districts underwent training in programme-based budgeting,
planning, financial management. All school principals interviewed for this evaluation noted
that as a result the quality of school management improved strongly.

Since 2014 decentralised management and decision-making has strengthened with the
establishment of the Board of Trustees (BoT) at school level. BoT play an important role in
planning and the development of schools. BoT have been trained in planning and financial
management. In interviews, members of BoT stated that joint planning and decision-making
with school principals generally worked well and school budgets were distributed
transparently. However, they also noted that many schools did not even have enough
resources for routine expenditures such as supplies. The problem had previously been
solved by contributions from parents — before the prohibition of direct collection of money
from parents by schools was introduced. This policy is seen as a double-edged sword. On
the one hand, interlocutors agreed that it was necessary to establish public control over the
collection and distribution of “extra-budgetary funds”. On the other hand, such funds are seen
as essential for the development of schools which would — according to interviews — not be
able to survive otherwise. In reality the collection of parents’ contributions continues but this
process is now organised informally by the BoT, something members do not seem to feel
comfortable with.

In terms of sector governance and transparency, the MoES strengthened its ability to conduct
audits, through the institutionalisation of an Internal Audit Department, which conducts audits
on a regular basis with follow-up on audit findings.

In general, the Government was committed to gender mainstreaming in national development
planning. The MOES has made progress in promotion of gender-aware policy planning and
budgeting. For example, since 2018 the Ministry has been undertaking a gender expertise of
textbooks and recommendations of this assessment shall be applied in new textbooks in line
with the new education standards. New textbooks in science subjects have already been
introduced. Thanks to the recommendations of the EU-funded Gender Study in 2017, MoES
introduced a number of measures to address gender issues and rights-based approach in its
Action Plan for Education Development (APED) 2018-2020, including data collection and
targets disaggregated by sex.

Since 2016 efforts to promote inclusive education have been increasing general awareness
on special needs education and inclusive education at schools. In addition, normative
funding/per capita funding formula was introduced in the same year for school financing from
the state budget includes a provision for children with learning disabilities. Overall, at the
policy level, budget support allowed the Government to promote certain reforms, which
received relatively little attention (e.g. inclusive education), or to take on more system level
(and thus more costly) type of reforms.

New education standards were developed and based on competence-based approach and
result-oriented learning, geared towards the application of knowledge and skills in life. A

75 As mentioned, these factors have not been extracted from a quantitative study but have been identified using interviews
and secondary sources such as the evaluation of education BS.
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fundamentally new approach has been developed for the basic curriculum for schools.
Graduate requirements are now formed through a package of basic subjects.

e Teacher training, which forms an essential part of improving the quality of education and
learning outcomes and has been improved and strengthened. An operational system for
continuous professional development (CPD) is in existence, which is an essential, but it is
not working effectively (e.g. the capacity for teacher training is still limited in terms of the
places available) and has not been substantially leveraged for impact with quality
improvements.

4.10 EQ7: Outcomes — Social Protection (policy outcomes budget support)

To what extent, in the social protection sector, have the development outcomes
pursued through the national policy and related strategies and programmes of

work supported by BS been (or are being) achieved? And which have been the
key factors of their achievement?

Overall Answer to the Evaluation Question

Progress on meaningful access to social protection in Kyrgyzstan, the main objective of EU budget
support, has been limited. The main social assistance programme, the Monthly Benefit for Poor
Families (MBPF; formerly known as the Monthly Benefit for Limited Income Families or MBLIF)
remains difficult to access and the benefit level is inadequate. Expenditure on contributory, formal-
sector social insurance in 2018 was approximately five times higher than spending on the two
main targeted social assistance programmes, MBPF and the Monthly Social Benefit (MSB), the
latter a targeted programme directed mostly towards the adult disabled. Unemployment insurance
and Active Labour Market policy services remain ineffective. The disproportionate emphasis on
formal social insurance represents a strategic policy choice on the part of GoK. Little of progress
on poverty reduction can be attributed to the social assistance reforms that the EU focused.

Nonetheless, social insurance pensions, reserved for those with a history of formal employment,
have a significant anti-poverty impact, although benefits are hardly generous, because recipients
are almost all elderly (or adult disabled).

Although by definition BS supports SP policy as a whole, the EU has aimed, in particular, at the
de-institutionalisation of children and the disabled. While data on institutionalisation of children
have been found by the evaluation team to be inconsistent, progress towards the goal of de-
institutionalisation appears to have been slow. Reliance on institutionalisation also continues to
predominate among the adult disabled.

There have been some modest improvements in community care at the local level through the
purchase of services from local CSOs through the state social procurement plan, a move strongly
supported by EU. However, in practice, only a small proportion of vulnerable individuals or
households have access to community and home-based social services. Despite EU support to
training and workforce skills development, community-based services are not up to a high
standard. Despite these trends, there is some evidence of increased public trust in MoLSD and
MOES, the public institutions most identified with social protection.

Several structural factors have limited the impact of SP reform effects. Some are demographic.
More important, however, is the GoK’s commitment to maintaining the formal pension system,
thus depriving social assistance of the fiscal oxygen it requires to have an effective anti-poverty
impact. There is a vicious circle, because the formal social insurance system contributions
required to maintain benefits are so high as to strongly encourage informality, which shrinks the
contribution base and drives them higher. The Social Fund (the institution responsible for social
insurance) is increasingly reliant on transfers from the Republican Budget to meet its obligations.
This naturally reduces funds available for social assistance and ultimately the effective delivery of
services to the population.
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JC7.1 The objectives to improve access to social protection schemes (incl. social assistance)
have been achieved

EU budget support is reported by experts to have contributed to modest improvements in social
assistance targeting in 2010-2014. This consisted largely of the introduction of proxy means testing
to reduce the bias introduced by sizeable rural (as opposed to urban) in-kind income. However,
during the evaluation period, the proportion of the poor population receiving a social assistance
benefit (the means-tested Monthly Benefit for Poor Families with Children under 16 or MBPF)
remained low. Low coverage of the poor reflects the fact that the MBPF was established to eradicate
extreme poverty, which today affects a very small proportion of those who are poor. What is left of
extreme poverty is almost entirely rural, meaning that the urban population is almost completely
excluded from the MBPF. In addition to the urban poor, the major groups excluded from coverage
are unemployed youth, women and returned migrant workers. Access to the MBPF is challenging.
Registering often requires multiple documents and travel to rayon (district) centres to collect them.
There are, as well, reports of petty graft, “application fees” and the like in the responsible local
MoLSD offices. The average monthly MBPF benefit in 2019 is estimated to have been KSG 877, a
derisory sum. A significant increase in benefit levels, increasing the cost of the programme, would
be required to make the MBPF adequate. As has been historically the case, the monthly social
benefit (MSB), a targeted programme aimed at fourteen specific groups (mostly disabled adults) was
far higher, at KGS 3,009 per month. For comparison, the average formal social insurance pension
was KGS 5,116 in 2019 and the minimum subsistence level for retirees (MSLR) was KGS 4,283.

Unemployment insurance is limited to formal sector workers, and it is estimated that only 25% of the
eligible unemployed register for benefits and, due to strict eligibility criteria, only a handful receive
them. Slipping into informality is the preferred option. The poor availability of Active Labour Market
(ALM) policy services has particularly serious consequences for the young, the unskilled, the
unemployed and returned migrants.

Throughout the evaluation period, the proportion of the elderly population receiving a wage-indexed
social insurance pension from formal-sector employment, which serves an important anti-elderly
poverty function, was roughly three-quarters. In addition, significant numbers of adult persons
received disability benefits. Social assistance coverage, poverty-targeted or aimed at especially
vulnerable groups, lags far behind and the allocation of resources across the social protection sector
is unbalanced. Expenditure on contributory, formal-sector social insurance in 2018 was
approximately five times higher than spending on the two main social assistance programmes MBPF
and MSB.

JC7.2 Economic and social vulnerabilities have been reduced through the empowerment and
social inclusion of marginalized groups, particularly for children and persons with disabilities.

Income vulnerability

Government statistical sources report significant declines in multi-dimensional poverty, covering five
dimensions (monetary poverty, health, housing, food security and education). Extreme poverty
(effectively, food poverty) has been virtually eliminated, amounting to only 0.5% in 2019, with the
overwhelming majority of the extremely poor residing in rural areas (headcount rate 0.8% vs 0.1%
in urban areas). At the same time, targeted social assistance has little effect in reducing poverty.
Exclusion (as well as inclusion) errors remain a problem and benefit levels are too low. The area of
social protection where there has, by contrast, been a significant poverty impact is social insurance
pensions, which affect predominantly elderly poverty. This underscores that Kyrgyz policy makers
have strategically chosen to maintain the formal social insurance system as best they can, severely
limiting the fiscal space available for social assistance. If vulnerability was defined as twice the
extreme poverty line, upwards of three-quarters of the population would be considered poor and thus
vulnerable. In other words, a large portion of the population can be classified as vulnerable.
Vulnerable groups: de-institutionalisation of children and the disabled

While data on institutionalisation of children have been found by the evaluation team to be
inconsistent, progress towards the goal of de-institutionalisation appears to have been slow. Key to
understanding this is that over half of institutionalised children are in state “privileged” boarding
schools managed by the MoES. Children are very often placed in these institutions at the request of
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their parents. Based on admittedly inconsistent data, there may have been some drop in the number
of children in MoES-run facilities, while the number in MoLSD facilities has remained essentially
unchanged. With EU support, GoK has made advances in improving oversight of residential care
facilities. The EU supported construction and provision of equipment for rehabilitation centres in Jalal
Abad and Belovodsk institutions for children with severe disabilities, as well as workforce
development. The SRC Final report states that targets were met in both institutions, but other
sources state that, at the end of budget support, much remained to be accomplished. Reliance on
institutionalisation also continues to predominate among the adult disabled.

There have been some improvements in community care at the local level through the purchase of
services from local CSOs through the state social procurement plan, a move strongly supported by
EU. However, in practice, only a small proportion of vulnerable individuals or households have
access to community and home-based social services. Despite EU support to training and workforce
development, community-based services are not up to a high standard. There are concerns about
outsourcing of social services that are traditionally considered a state responsibility. There are also
concerns about continuity and sustainability, as MoLSD contracts with local CSOs are short-term
and have the potential to crowd out public responsibility. However, most beneficiaries, including
parents of children, were satisfied with the quality of services delivered by CSOs contracted by
MoLSD to work at local level.

JC7.3 Improved trust in institutions and systems of social protection (esp. MoLSD, MoES)

According to a credible recent (end-2019) survey conducted by a respected institute, 16% of
respondents identified health care as a major problem within Kyrgyzstan, 14% of respondents saw
pensions as a major problem, and 12% saw social services / benefits as a major problem. By far the
most commonly identified problems were “economy-unemployment” (67%) and corruption (54%).
44% had a negative view of the health system, presumably a reflection of the persistence of under-
the-table payments for health services. Medical institutions and social assistance ranked quite high
in the five top priority issues for local election candidates, although roads were at the top of the list).
However, there is evidence in the other direction. Based on opinion survey data (the “Public
Confidence Index”) regularly published by the National Statistics Committee, the rate of population
confidence in MoLSD and MoES, the two services most closely implicated in SP, rose significantly
between 2012 and 2019.

JC7.4 The determining factors of sector outcomes (validated results of statistical/econometric
analysis from level 4 to Level 3 and other factors) have been identified and can be related to the
GoK policy actions supported by BS operations

A statistical or even econometric analysis for the social sector could not be conducted due to lack of
sufficient consistent data. Despite various requests and attempts, the evaluation team did not receive
data on any of the focal areas of EU support that was of good enough quality. The assessment of
this JC is therefore mostly qualitative and relies on reports and interviews.

Several structural factors have limited the impact of SP reform effects. Some, demographic in nature,
are virtually beyond policy control in the near- or medium terms. These are a youth bulge at the
bottom (half the population is younger than 24 years with around 60% of these representing children
and adolescents), a depressed share in the middle working ages (particularly due to male
emigration), and a rapidly growing elderly population at the top. In addition, a large share of the
population resides in remote and disadvantaged locations. However, a significant part of reason for
the meagre results lies with policy choices. Amid the economic and fiscal crises and fiscal constraints
and surging demand for benefits, GoK managed to maintain pensions. Thus, those qualifying for
formal social protection, especially Soviet-era pensions, have fared better than others (although they
have hardly fared well given the low benefit level). The sustainability of the formal pension system is
being eroded as the number of beneficiaries outpace growth in the contributor base increases, which
is worn by informality. There is a vicious circle because the formal social insurance system
contributions required to maintain benefits are so high as to strongly encourage informality, which
drives them higher. The Social Fund (the institution responsible for social insurance) is increasingly

65



Evaluation of EU Budget Support and Blending in the Kyrgyz Republic 2010-2019
Final report — Volume 1 — December 2021 — Particip GmbH

reliant on transfers from the Republican Budget to meet its obligations. This naturally reduces funds
available for social assistance.

Attempts to bring social assistance and services to bear on poverty, vulnerability, and exclusion
have, therefore, borne only limited fruit. According to the National Statistics Committee, social
protection has actually been on a downward trend as a share of GDP (5.6% in 2012 to 5.2% in 2019.
This, despite the fact that the share of SP in general government expenditure has increased from
18.6% in 2015 to 21.4% in 2019 (in the national or Republican budget) and from 16.3% to 19.5% in
the state budget. The balancing factor is a decline in general government expenditure as a share of
GDP. There is, again, a vicious cycle: government spending is contracting due to fiscal constraints,
while policy makers try to shore up social protection, and in particular the formal pension system. In
turn, this accounts for the imbalance between the share of budget that must be devoted to formal
social insurance (with reasonable coverage, if mediocre adequacy) while simultaneously squeezing
anti-poverty social assistance, with both poor coverage and poor adequacy.

In the area of de-institutionalisation of children and the disabled several structural factors have
impeded progress. One is incentives: institutions receive budget allocation for every person under
their care. A second is that community care is a new concept; progress is being made with EU
support, but it is slow. A third, relevant particularly for children, is that many children are committed
to institutions because their parents cannot care for them due to a combination of poverty and lack
of community services.
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4.11 EQ8: Outcomes — Water (project outcomes of blending)

1.1 To what extent have the development outcomes pursued through the

investment supported by EU blending operations in the water sector been (or
are being) achieved in the targeted geographical areas

Overall Answer to the Evaluation Question

Project results of water sector blending interventions are being achieved (in terms of service levels
of water supply and wastewater disposal and environmental sustainability) but the evidence of
linkage between project deliverables and development outcomes is weakly presented and not
consistently reported. For example, rehabilitation or replacement of lengths of water supply
pipeline is expected to reduce leaks and avoid infiltration of contaminants such that water quality
is improved for a recipient “‘catchment area” of beneficiaries, in which area meters are installed.
There are thus prospects for credible outcomes of reduced losses, reduced water borne disease
and infections. Also expected are more accurate monitoring of usage leading to greater cost
recovery together with better and more financially and institutionally robust utility management
which translate into overall environmental sustainability and quality of life. In reality, little
monitoring of such development outcome indicators or presentation/reporting of such potential
results is done. Financial, operational and managerial sustainability is possible but has not yet
been demonstrated either.

Improved potable water supply and better wastewater and sanitation services are expected to
have a significant effect upon public health, wellbeing, women’s workload, social benefits and
contribution to poverty alleviation, but none of this is confirmed. Potentially significant results (that,
from international experience, can be expected from such interventions) remain largely
unquantified and unreported. Many of these benefits could be identified by appropriately
expanding the range of monitoring indicators and baseline data collection (and subsequent
monitoring). No reference to WASH activities is made (water, sanitation and hygiene promotion
which has proven to be highly effective worldwide) and there is only limited reference to “quality
of life” indicators for households resulting from better water and sanitation services. None are
monitored for sector blending projects (monitoring largely consists of measurement of some
outputs, as described in EQ4B).

There is virtually no reference to gender dimension of outcomes in water blending projects
particularly with reference to indicators that most directly impact on women (the few references to
gender being mainly related to equal employment opportunities). The “Gender Assessment of the
Water Sector in Kyrgyzstan - 2019" defined the sector as “gender blind”. The environmental
sustainability of water and wastewater services at local levels is being improved although it is not
clear is exactly how the delivered outputs are expected to translate into higher level environmental
and/or climate change mitigation quantified outcomes and impacts.

JC8.1 Service levels of water supply and wastewater disposal have improved.

Service levels of water supply and wastewater disposal have improved; supported interventions have
substantially contributed? to this evolution but it is difficult to identify actual outcome progress. The
difficulty lies in that blending projects that target potable water supply and wastewater services do
not identify outcomes as a percentage of population having domestic connections to the public water
service. Outcomes are defined rather as population benefitting from the results of infrastructure
works on service provision. It is not clear whether this ‘population’ is actual (existing and new
consumers with household connections or direct access to supply) of whether this is the population
of a geographical area served by the investment (i.e. the assumption being that everyone in that
area will be a beneficiary). Additionally, the total figure of beneficiaries does not necessarily show
the relative increase in coverage. It is assumed but not evidenced (by the project or another source)
that improved potable water supply and better wastewater and sanitation services can have a
significant effect upon public health, wellbeing, women’s’ workload, social benefits and contribution
to poverty alleviation.

76 please refer to EQ4B for details on outputs of blending operations
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As for citizen’s perception, the evaluation is not aware of any opinion polls having been conducted
among the beneficiaries of the projects. However, most blending projects aim at “enhancing public
awareness and ownership” encouraging water conservation, increasing public participation in
provision of water/solid waste services and raising public awareness of issues related to project
implementation by way of SPPs (Stakeholder Participation Programmes). SPPs also integrate
poverty, gender and social issues and thus assist utility companies to improve corporate governance
and transparency. Expected results include “increased awareness of water and wastewater issues
at city level among the population leading to reduction of water consumption levels (water
conservation) although progress reports do not always monitor progress towards these results?.
Some projects also arrange for press briefings and visits to ensure local media is aware of EU IFCA
financing (visibility) either as part of SPP or independently.

JC8.2 Improved quality of life indicators for households resulting from better WATSAN services.

Although it is expected that ‘quality of life’ indicators will potentially be improved for beneficiary
households, project documentation gives only limited reference to such indicators and, given the
limited available evidence, this finding can but speculate upon the effectiveness of the improved
infrastructure and resulting service delivery.

There is very limited reference to "WASH", "hygiene” or “sanitation” in water sector blending project
documentation — in fact there is no reference to "WASH" and "hygiene’. Some projects make a few
references to “sanitation” but most such references are limited and general.

Statistical data in the water sector is limited and there is a lack of human dimension although some
information is provided on gender focus in access to potable water, sanitation and hygiene (e.g. use
of hygiene, incidence of water borne disease). The 2019 Gender Assessment goes on to suggest
deeper study of gender issues in the water sector in Kyrgyz Republic, sanitation and hygiene areas
for establishment of baseline data for use in monitoring of BS implementation (and, it is assumed,
blending project implementation).

The ‘Draft Action Document for Sector Reform Performance Contract to IWRM in the Republic of
Kyrgyzstan™ noted that “Available statistical data in the water sector is not comprehensive and most
indicators collected do not have human dimension with exception of some indicators on access to
drinking water, sanitation and hygiene (e.g. sources of water supply and distance to water sources,
use of hygiene and others)” and that IWRM should directly contribute to achievement of SDG67.
This, noting that water sector policies in Kyrgyzstan do not yet include reference to inclusion of
national gender machinery and women’s organisations, NGOs working on water, sanitation and
hygiene and other relevant actors to policy dialogue on EU budget support.

Another consequence of the lack of systematization of outcomes is the manifestation of the sector
“gender blindness” identified in the “Gender Assessment of the Water Sector in Kyrgyzstan - 20197,
given that a number of Quality of Life indicators are inextricably linked to women’s” involvement and
gender issues. These findings also suggest that even if such links were foreseen in programme
design, they were not factored into the monitoring system. The Gender Assessment of the Water
Sector in Kyrgyzstan 2019, whilst making no reference to WASH activities makes multiple references
to hygiene noting that the Strategy for Development of Drinking Water Supply and Settlements of
the KR until 2026 includes indicators of achievement that include:

e provision of sanitation services to 70% of population of district centres with status of villages
e provision of sanitation and hygiene in schools and pre-school institutions

This assessment also notes that women make up 90% of the membership of rural health committees
which deal, inter alia, with raising of sanitation and hygiene awareness among populations. This is
important because it is reported that more than half of the population do not have an opportunity to
regularly practice hygiene (no bath, shower facilities in the households).

7 However, there is some reporting of this issue e.g. Balykchy Water Rehabilitatio Project: Rehabilitation of water supply system:
Corporate development, city support and stakeholder participation programme Q4 2020

78 please refer to Vol. 2 for further details

® SDG6 - Ensure availability and sustainable management of water and sanitation for all — 6.2 Achieving access to adequate and equitable
sanitation and hygiene for all.
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There is no reference to time spent by women and children collecting water in any blending project
documentation. On the contrary there are references in the Draft Action Document for Sector Reform
Performance Contract to IWRM in the Republic of Kyrgyzstan. Responsibility for collection of water
and care after sick family members caused by poor quality of water and lack of adequate sanitation
facilities increases unpaid domestic labour of women (which is three times higher compared to
men’s) and hinders their access to productive employment). In nearly all developing countries,
women and girls are the main individuals responsible for collecting, transporting and managing water
for domestic use (drinking, cleaning, etc). This responsibility may contribute to the situation of "time
poverty” for women and girls, whereby their schedules are inflexible and diverted away from other
productive pursuits such as attending school, engaging in income-generating activities and
producing crops.

There is no monitoring of incidence rates of water borne disease, although the incidence of infections
and parasitic disease resulting from poor quality drinking water has been monitored nationally
between 2013 and 2017¢° such that there is potential baseline data for monitoring of this outcome.
The incidence of water-borne diseases is a particular serious issue in rural areas, as 42% of rural
water is infected, thus presumably causing high risk of illness and morbidity. Reference is made to
public health issues due to unreliable supply of water causing outbreaks of water borne disease in
"Descriptions of the Action” for various blending projectss! and there is similar reference in some
Project Reports.

There is reference to environmental, economic and social benefit accruing from sector blending
projects although there are no indicators related to such wider economic benefits arising from sector
blending project. On a wider level it has been stated in multiple sector studies that although the
country has (for the time being) adequate water availability, poor quality and dilapidated
infrastructure dating back to the Soviet era combined with poor management has resulted in
inefficient water use which adversely affects economic sectors such as agriculture and processing.
Despite major external support to sector infrastructure investment (e.g. EU, EBRD, ADB, WB, GIZ,
SDC) there remains a major investment deficit whilst cost recovery remains deficient. The National
Water Strategy of the Kyrgyz Republic 2019-2040 and the Water Code both recognise the economic
value of water resources whilst the Strategy of Development of Drinking Water Supply and Sanitation
2016-2026 identifies a priority in the area of financial and economic sustainability of water supply
and sanitation services (improve tariff policies, mobilise investment, develop PPP and/or other
sustainable business models).

JC8.3 The environmental sustainability of water and wastewater services has improved.

The environmental sustainability of water and wastewater services at local levels is being improved
although it is not clear exactly how the delivered outputs are expected to directly translate into higher
level environmental and/or climate change mitigation outcomes and impacts and explanatory
justification of how such outcomes/impacts are quantified.

There is consistent reference to environmental issues in sector blending project documentation and
most sector blending projects documentation make at least passing reference to climate change®2.
Otherwise, there are myriad references to climate change in wider sector documentation mainly in
connection with resultant risks (e.g. risks to water supply, energy, food security, health problems,
sustainable development, drought, desertification, floods, landslides, livelihoods and so on) and
similar attention is also given to potential mitigation, adaptation and “climate proofing 8. Also,

80 Source: Level of living of population of Kyrgyzstan 2013-2017, National Statistics Committee) i.e. 2013 — 119.9; 2014 — 118.2; 2015 —
114; 2016- 69.9: 2017 — 88.4 (thousand cases).

81 eg projects 378430, 380145, 354161, 333285

82 please refer to Vol. 2, JC8.3 for further details on specific references in blending projects.

8%eg OECD ‘Financing Climate Action in Kyrgyzstan, Country Study 2016, Priority Directions for Adaptation to Climate Change in the
Kyrgyz Republic 2013).
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regional programmes aim to tackle climate changes‘.and finally, national strategies address climate
change (to a greater or lesser degree)ss.

Most sector blending projects include an indicator for ‘Relative net Greenhouse gas emissions
impact’ ie expected reduction in Greenhouse gas emissions (GHG, expressed as CO2 tons eg/year)
although the methodology for estimation of such reductions is not presented and these indicators
are not consistently expressed in the “Descriptions of the Action” or progress reports. There are also
multiple references to environmental issues in implementation progress reports (e.g. ESAP, training
in EBRD ESP and EBRD requirements for project implementation, E&S monitoring).

As for awareness, the "Communication and Visibility Plan” annexed to the “Description of the Action”
for sector blending projects sets out the potential visibility and awareness issues related to projects
which are expected to have a direct impact on the environment of target area. One of the main
purposes of the communication and visibility plans is to “...demonstrate how the partnership between
EU and EBRD and other IFls and international donors helps to improve people’s lives and their
immediate environment”. Main target groups/audiences include local beneficiaries, general public,
community groups, policy makers and other key stakeholders and such communication activities are
recorded in progress reports (which also note a curtailment of such activities due to COVID-19
restrictions due to limited access to computers and internet connectivity issues).

84 E.g. EU-CA Enhanced Regional Cooperation of Environment, Climate Change and Water (WECOOP) in addition to other world-wide
EU policies such as 2030 Agenda for Sustainable Development (European Consensus on Development).

%National Water Strategy of the Kyrgyz Republic 2019-2040, Water Code (and Roadmap [as validated by the NWC in 2019], State
Programme Strategy for Development of Drinking Water Supply and Sanitation Systems, State Programme for Irrigation Development
and State Programme on Construction of Water facilities and Development of New Irrigated Lands
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4.12 EQ9 Outcomes — Energy (project outcomes of blending)

To what extent have the development outcomes pursued through the

investment supported by EU blending operations, in the energy sector been
(or are being) achieved in the targeted geographical areas?

Overall Answer to the Evaluation Question

GoK Macroeconomic policy has had to adapt to unstable external and domestic influences while
complying with the conditions of IMF programmes. Growing differences between projected and
effective expenditure and revenue existed but were due to the external circumstances. PFM
reform in the 2009-2019 period has been successful although some tools (i.e. PBB, MTBF)
encouraged and supported by the EU are still more formal than substantial. Internal and external
audit have been largely developed. Budget transparency has improved but corruption remains a
critical issue in the Kyrgyz Republic.

EU support has contributed to PFM reform, especially on budgetary, control and transparency
issues and to a lesser extent on macroeconomic and fiscal policy. The contribution of EU support
towards reducing corruption is less evident as, among the tools used to formulate and monitor
interventions there is not a specific one that systematically refers to corruption.

Dialogue and the conditionality attached to budget support have encouraged the Government to
improve different aspects of PFM such as performance reporting, presentation of detailed
medium-term expenditure plans, greater efficiency and transparency in procurement, expansion
and quality management of internal audit, development of public external audit. Substantial policy
dialogue in PFM took place within the DPCC and several Development Partners (DPs) applied
simultaneous pressure for broadly the same PFM reforms. As well as the EU, the most active DPs
were SECO, WB, IMF, USAID and DFID, mostly well-coordinated with each other, with IMF having
the heaviest leverage on GoK.

Technical Assistance was delivered mostly through the contributions to two rather inefficient
successive phases of the Capacity Building PFM (CBPFM) project financed the Multi Donor Trust
Fund (MDTF), financed by EU and SECO and managed by WB (see also JC 1A3). According to
the WB’s own assessment, CBPFM-1 was relevant and well designed, but showed modest results
and efficiency. It is still early to assess any contribution of CBPFM-2 as this phase suffered several
delays and actual implementation only began in 2020. Additionally, an EUD-financed TA in 2015
supported the Accounts Chamber’s application of international auditing standards. Finally, two EU
interventions financed outside of (but complementary to) the CSP and RSP can be highlighted: A
EUR 30 million operation (half grant and half soft loan) in Macro-Financial Assistance originally
planned in 2011 but paid in 2015, and 2016 and a study on Gender-Responsive-Budgeting
published in 2015 as part of a global EU-UN partnership.

JC9.1 Energy efficiency levels for domestic consumers and commercial operators have improved.

Energy efficiency levels for domestic consumers and commercial operators have improved where
the blending projects have targeted them as beneficiaries (i.e. the consumer/clients of Oshelectro
Electricity Distribution Company and the sub-borrowers under KyrSEFF | and 11).

In the case of KyrSEFF there has been significantly improved energy efficiency of buildings financed
by the facility which has led to better quality of life (by way of reduced pollution, better comfort levels,
less manual maintenance) of residents and workers of commercial sub-borrowers whilst also
allowing reduced energy costs and at the same time facilitating increased productivity. The energy
savings (and reduced losses in the case of Oshelectro) are expected to contribute to greater
resilience of the network as a whole and better energy security.
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KyrSEFF | and Il have directly targeted energy effectiveness and economic activity has been
enhanced.ss KyrSEFF aims to reduce energy consumption in operation of residential buildings and
commercial operations thus contributing to decreasing the load upon energy generation and
distribution infrastructure and, to some extent, allow current power supply capacity to better cope
with increasing demand, especially in the winter. KyrSEFF identified PFI loan officers as "Energy
Efficiency Champions® in arranging sub-loans ranging from USD 290 (for residential dwelling level
energy efficiency measures) to USD 1 million (for solutions in low carbon buildings and/or production
machinery replacement).

Improved energy efficiency of buildings can enable sub-borrowers to avoid long term costs and
conditions arising from high energy-intensive building operations (e.g. reduced heat loss by better
insulation, doors and windows). Modern heating systems and boilers, especially when combined
with better insulation, consume much less fuel and energy whilst providing the same levels of
service. Given fuel shortages (coal) such efficiency means that such shortages are mitigated and
there is less use of alternative highly polluting fuels, such as tyres. KyrSEFF activities have included
replacement of coal burning stoves with automated thermostat-controlled systems. Thus, families
have to spend less time and effort in maintaining thermal comfort. Also, indoor air quality is improved
thus contributing to family health. The use of modern systems for heating, insulation, ventilation, heat
recovery and good lighting can also result in improved workers health and safety in commercial
operations.® Also, the increased use of solar panel water heaters has a significant impact on
household and business energy consumption.

KyrSEFF Il reports cumulative energy savings of >55000 MWh/year (compared with a total facility
target of 90000 MWh/year). Similar reporting for KyrSEFF | notes actual annual energy savings of
109880 MWh/Year (thus significantly outperforming the target of 36000 MWh/year).

On the other hand, blending support to Oshelectro Rehabilitation addresses the issue of adequacy
of power supply and service delivery aiming at improving the Osh distribution network, reducing
distribution network losses (target to reduce non-technical losses from 18% to 12%), increasing
energy efficiency, improving supply service delivery and improving cost recovery (e.g. installation of
meters).8®

JC9.2 Increased uptake of investment in the energy sector

KyrSEFF has created a successful "brand” since 2013 when the facility concept was introduced for
the first time in Kyrgyzstan with considerable up-take by PFIs and sub-borrowers (households,
industry, and services). It is significant that “"word of mouth” recommendation of sub-borrowers has
been a major contribution to both awareness raising and increased uptake and investment in terms
of numbers of projects successfully implemented.

Despite a greater uptake of investment in the energy sector as a result of KyrSEFF, no evidence has
been found of these blending projects having directly “seeded” or facilitated other similar investments
in the sector by other IFls or private sector®. The demand for energy-efficient appliances is
increasing, which suggests that the population is investing in more modern equipment.

All KyrSEFF projects represent an increased investment by the financial sector in the energy sector.
Overall loan utilization in KyrSEFF | exceeded EBRD financing (driven by KICB and DKIB activities)

8 E.g. KyrSEFF Il has lent USD 400.000 to greenhouses across the country for energy efficiency projects thus allowing savings of 30000
MWh/annum (with CO2 emission savings of > 10000t/year)

87 Under KyrSEFF Il 57 champions have been identified since 2019.

8 E.g. KyrSEFF Il 4" Annual Donor Report 2019 noted that the Facility has improved working conditions for >120 workers in the textile
industry (mainly women) and ~40 operators on polygraph technologies in the medical industry.

8 Source: IFCA Progress Report N°4 Aug2019 — Aug 2020.

% KyrSEFF was not co-financed with other IFIs although it is acknowledged that KySEFF has provided an example for other sector IFls.
However, there is some anecdotal evidence of additional in-country investment associated with the KyrSEFF investments but national
partner financial institutions do not currently have the resources for tracking or reporting of such evidence.
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with a total of 759 projects having received financing®t. KyrSEFF | was the first mechanism for finance
of energy efficiency and renewable energy though financial intermediaries in Kyrgyzstan (i.e. PFls
and MFIs). KyrSEFF Il continues the precepts of KyrSEFF I. KyrSEFF | was launched in 2013 with
two PFls: Kyrgyz Investment and Credit Bank (KICB) and Demir Kyrgyz International Bank (DKIB).
A further two PFIs joined in 2017: Bai Tushum Bank (BT) and FINCA Bank (FINCA). In the transition
period before the launch of KyrSEFF || EBRD agreed for on-lending to continue from repayments
received from existing sub-loan proceeds (and these re-financed sub-loans were eligible for
investment incentives). On the other hand, grant utilisation was lower (as some sub-borrowers could
not produce the required financial documentation for verification) although it was confirmed by the
supervision consultant that the energy efficiency investment was actually implemented. KyrSEFF I,
launched in 2016, has signed Loan Agreements with six PFIs (KICB, DKIB, BT, First Micro Credit
Company — FMCC, Kompanion Bank — KB and Optima Bank — OB)%2. Strong performance of the
PFIs is reported which has contributed to increased investment across Kyrgyzstan — KICB, BT,
FMCC and KB have concentrated on residential energy efficiency (REE) investments whilst OB and
DKIB have focussed on CRE investments.

KyrSEFF directly supports sustainable energy investments, for which performance is as follows:

¢ Households — the most popular investments in the residential sector are wall insulation,
boilers and windows thus allowing a family to use the whole living space in winter whilst
maintaining or reducing heating costs and energy consumption by between 20% and 70%
(average household size in Kyrgyzstan (2018) is 4.6 persons).

e Industry — KyrSEFF Il uptake has included agriculture, agribusiness, hospitality,
manufacturing, commercial, food, construction, textile and medical sectors.

Finally, jobs and productivity increased in SMEs targeted by KyrSEFF. In those targeted by OB and
DKIB for larger value sub-loans, an estimated 282 jobs have been created with SMEs business
projects under KyrSEFF Il due to increased SME productivity. It is reported that productivity of sub-
borrowers has more than doubled due to new production lines expanding production whilst reducing
energy consumption by between 20% and 80%. A reported collateral benefit arising from better
working conditions is increased worker efficiency and reduced absenteeism.

JC9.3 The environmental sustainability of the energy network and buildings has improved

The "knock on” effects of greater efficiency include less power consumption thus increasing
resilience of the generation and distribution system, reducing the carbon footprint and associated
CO2 and other GHG emissions and overall contribution to mitigation of climate change effects.
Associated with these results is increased awareness of conservation issues and energy efficiency
resulting from intensive public relations and publicity activities (largely but not only KyrSEFF) which
has not only facilitated expansion of project activities (‘word of mouth’ recommendation has been a
factor in such expansion) but has also informed policy dialogue having “caught the attention” of policy
makers. A politically significant factor could be the mobilisation of the proven effectiveness of “bottom
up” awareness raising toward other associated sector issues such as tariff, cost recovery and
investment strategies. However, although feedback and recommendations on energy efficiency and
energy savings have been submitted by KyrSEFF to government,®® and there were expressed
intentions to apply such energy efficiency measures, there are no reports of application of similar
measures yet being applied to government buildings . Improved sustainability has been supported
by EU-contributed blending projects, as follows:

e Mitigation of environmental Impacts: The National Sustainable Development Strategy 2018-
2022 states “it is necessary to take into account principles of green growth for the revision of

% |.e. 685 dwellings, 11 buildings, 61 businesses and 2 supplier loans disbursed. The 696 REE loans were used for various types of EE
measures i.e. insulation — 779 (58% — wall, floor and roof insulation), windows — 511 (26%), boilers — 212 (10%), solar systems — 7 (1%),
heat pumps — 51 (2%) and other (3%). The 63 business energy efficiency (BEE) loans were used in various sectors for EE measures i.e.
commercial services — 42, construction/industry — 15, food industry — 16, agribusiness — 9 and manufacturing — 2.

92 Targets to the end of 2021 include disbursement of USD 29 million, energy savings >90 GWh/year and GHG reductions >16000
tCO2/year by way of >2300 projects (>2200 residential, >100 businesses). KyrSEFF Il (to the end of 2019) financed a total of 1716 sub-
loans (1636 — REE and 80 — BEE).

% To Parliament and to authorized bodies on energy efficiency in buildings (including GOSSTROY and the State Committee for Industry,
Energy and Subsoil Use).
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the structure of the economy and the transition to development with minimal impact on the
national environment”. It is reported that EBRD will propose a follow up partnership
programme to KyrSEFF based upon EBRD experience in financing energy efficiency with
PFls in Kyrgyzstan and upon policy dialogue on sustainable development and resource
efficient investments. The Oshelectro Rehabilitation Project involved the preparation of an
ESAP (Environmental and Social Action Policy) including mitigation measures which includes
development of an environmental policy and compliance procedures for the utility company
(including environmental and social monitoring and reporting).

Increased resilience: KyrSEFF was intended to “substantially mitigate the impact of climate
change on financed buildings as they would reduce the quantity of energy needed to maintain
the operation of these buildings”. KyrSEFF | achieved further impact in the housing sector
(apartment buildings) by financing new construction of buildings which considerably
surpassed existing building standards. KyrSEFF Il had a number of climate related
objectives, i.e. development of climate finance capabilities and project orientated skills
among PFIs; provide support for improving the capacity of financial intermediaries to appraise
and finance climate adaptation and small renewable energy investment projects; explore
bankable opportunities related to climate adaptation and resource efficiency investments;
provide support for project preparation and medium term financing for climate adaptation
investments. A “tracked but not targeted impact” of KyrSEFF Il involves investment in 15 sub-
projects in water efficiency leading to water savings in rural areas.

Achieved emission reduction: Oshelectro Rehabilitation (376349) does not include reduction
of emissions and carbon footprint as an “Overall Objective” but “Relative (net) Greenhouse
gas emissions impact” — CO2 tons eq/year is specified as a cross sector result indicator with
a target of 10k tons CO2 annually. No achievement has been reported as of Progress Report
No. 4 (to August 2020). Overall, KyrSEFF | reports expected energy savings of 109,888
MWh/Year and CO2 reductions of 31,860t/year. These results demonstrate out-performance
of energy saving and carbon reduction targets. KyrSEFF | (308996) Final Report November
2018 reports REE savings of an estimated 17,322 MWh per year as a result of which CO2
emissions have been reduced by ~10,157 tons/year in the Residential Sector whilst the
Business Sector projects have an estimated 92,558 MWHJ/year as a result of which CO2
emissions have been reduced by 21,704 tons/year. KyrSEFF Il (373987) 4th Annual Donor
Report (to end of 2019) reports that energy savings targeted by the project are expected to
reduce greenhouse gas emissions by more than 22,816 tCO2 eq/year. To put these figures
in perspective this reduced annual energy consumption is the equivalent of 7,000 households
in Kyrgyzstan (estimated equivalent of a 31 MW solar power plant).

Increased population awareness and trust: Consumers now have fewer concerns about the
quality of energy supply. Trust in the adequate operation of the sector has also improved.
Respondents commented that their ratings were influenced by the GoK efforts to avoid power
cut-offs in the winter. The public is responding well to reforms although many people are not
knowledgeable about sector reforms (with 56 percent claiming to know nothing), those who
have heard about the reforms primarily expressed their approval®®. Oshelectro Rehabilitation
(376349) includes an Environmental and Social Action Plan (the ESAP) and a Stakeholder
Engagement Plan (SEP), prepared during the project implementation phase, based on
mitigation measures and corrective actions identified during due diligence. KyrSEFF |
(308996) Final Report November 2018 notes that barriers to engagement of local banks and
their clients from engaging in energy efficiency investments include “low awareness of energy
efficiency stakeholders are not aware about benefits of sustainable energy projects’. It is
reported that all PFIs have been instrumental in raising awareness of benefits of sustainable
energy have improvements in rural areas which has led to high long-term interest. KyrSEFF
| arranged workshops, events and media coverage as a deliverable (KPIs) — awareness

94 Average annual per capita energy consumption (2018) 1.7 MWh. In 2017 there were 9,282,747 households (average 4.6 persons) in
Kyrgyzstan. A 31 MW solar power plant @ 0.2% capacity factor = MWh/year 54,312 compared with cumulative annual energy savings to
end of 54,895 MWhlyear.

95 Source: Analysis of the Kyrgyz Republic’s Energy Sector, Final Report, May 2017, World Bank Energy and Extractives Global Practice
- ECA region.
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raising and visibility events/actions were considered an important factor in successful
implementation (i.e. creating awareness of the KyrSEFF “brand” and high donor visibility). A
total of 14 such events are recorded. Two market surveys were undertaken under KyrSEFF
| (2013 and 2016) and increased awareness of the efficiency of windows as a contribution to
better insulation was recorded. KyrSEFF Il (373987) 4th Annual Donor Report (to end of
2019) makes multiple references to awareness raising (after noting barriers to engagement
noted above).

4.13 EQ10: Impacts (budget support and blending)

To what extent have Overall Objectives of the national policy and of EU

cooperation in relation to inclusive growth and poverty reduction been (or are
being) achieved?

Overall Answer to the Evaluation Question

Growth has been very irregular during the decade and the goal of reducing the rural-urban GDP
gap has not been achieved. In the decade to 2019, nominal GDP grew by 12% annually in average
and real GDP grew by 4,4%, falling short of the Government’s ambitions. At relatively similar
growth levels, the difference between Bishkek and the rest of the country has rocketed. The
economic activity that has boosted growth has remained focused mainly in the cities and the
construction and repair of transport infrastructure sectors have driven growth.

Overall, formal employment has remained flat and very uneven, concentrated in urban areas and
men. The total number of employed persons grew about 1% annually but the employment-to-
population ratio actually decreased. Working population grew in Bishkek and Osh City while rural
areas stagnated. Growth of formal employment benefitted only men, probably because in the
sectors growing the most (mining, construction) men are the main work force.

While relative monetary poverty on the national level fell from 38% in 2012 to 20% and extreme
poverty dropped from 4.2% in 2012 to 0.8% in 2019, more than half the population remain not far
above the poverty level. Non-financial poverty gives a more nuanced picture, there are huge
divergences between urban and rural areas in access to basic services.

Developments in income inequality and aggregate development indicators point into a positive
direction. Indicators for income inequality remained constant over the past decade, while
development indicators feature a positive and steady development, although it is comparably slow
and the rural-urban divide has not been addressed.

JC10.1: Growth and economic development have been boosted (especially in rural areas)

Real GDP growth between 2009 and 2019 averaged 4.4% annually, in line with other countries in
Central Asia. Only nominal GDP figures are available with geographic disaggregation, but the
widening gap between Bishkek and the rest of the country is striking (see Figure 10). While Bishkek
is not the only urban area in the country, it is the largest, primate one, and it is clear from the figure
below that there has been no progress on reducing rural-urban income disparities, a goal central to
inclusive growth and poverty reduction. This represents a policy disappointment.
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Figure 10 Trends of GDP per region 2009-2019 (total million Som.)
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Source: Particip with data from National Statistical Committee of the Kyrgyz Republic.

Still speaking in nominal terms, construction was the best growth performer between 2011 and 2019,
doubling its share in GDP over 2009-2019, while agriculture and manufacturing lagged behind.
Contributing to construction’s performance was investment in transport infrastructure. Mining sector
output grew spectacularly (+439%), but mining formally remains a marginal sector because the
production of the Kumtor gold mine is accounted for under the manufacturing sector and not in
mining. The treatment of mineral resource extraction is complicated under the UN System of National
Accounts (SNA). A conventional estimate is that gold mining accounts for something like 10% of
Kyrgyz gross national income (GNI), making the nominal economy and particularly the balance of
payments highly sensitive to the price of the metal.

Labour market and employment trends have been disappointing, but must be placed in the context
of 70% of workers being outside the formal sector (i.e. not covered by a formal labour contract).
Formal sector employment has stagnated, with growth averaging only 1% per year. As the
accompanying figure illustrates, only Bishkek City experienced consistent growth. the urban-rural
gap of working adults with a higher professional qualification has even slightly increased. There has
been no growth in rural formal employment, another policy disappointment.

Figure 11 Employed population per region (ths. persons)
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Like other Central Asian countries, Kyrgyzstan has a low female labour force participation rate, in
both urban and rural areas, for cultural and religious reasons. Formal sector female employment is
overwhelmingly urban in nature and, as in many post-Soviet settings, female representation at higher
levels (especially in the public sector and in traditionally female-dominated areas such as health and
education) is good. Inrural areas, labour force participation statistics are an uncertain guide because
they underestimate women’s contribution to home production and own-account agricultural and
pastoral activities. What can be said with some confidence, and is illustrated in the figure, is that
while formal-sector employment of men has risen, albeit modestly (+14,2% over 2009-2019) the
number of formally employed women has remained unchanged (+1,24%). Considering that, during
the decade, the working-age population increased by 7%, the conclusion is that an increasing share
of males were formally employed, thus a decreasing share of females, despite more working women
having a higher professional qualification in 2019. — another policy disappointment.

Figure 12 Employment trends in total and per gender (ths. persons)

2.500,0

2.000,0

1.500,0 . Y MRS [FRRRRRR PRI rrweer

1.000,0 _ S | e R -
e 8 AR RN
0.0

2009 210 2011 2012 213 214 2015 216 217 2018 2019

m T 0tal s [N s VWomen

--------- Linear (Tatal) Linear (Men) Linear (Women)

Source: Particip with data from National Statistical Committee of the Kyrgyz Republic

JC10.2: Monetary and non-monetary poverty has been reduced

According to national statistics, based on World Bank definition, the national headcount poverty rate
has reduced significantly in Kyrgyzstan, from 32% in 2009 to 20% in 2019. Extreme poverty has
been nearly eliminated and is now almost exclusively rural. The urban-rural divide has narrowed
substantially both for the poverty rate and the extreme poverty rate, a policy achievement, particularly
in the area of rural extreme poverty, which has declined rapidly since its 2010 peak. However, both
the poverty rate and extreme poverty rate remain consistently higher in rural areas than in urban
areas. Gender trends are unclear. In Jalal-Abad, 43.7% of women and 45.8% of men were living
below the poverty line in 2010. In 2018, 33.4% of women and 30.9% of men were living below the
poverty line — a significant improvement — but indicating a reversal of the gender gap despite overall
improvement in that city.
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Figure 13 Poverty rate and extreme poverty rate in urban and rural areas (2009-2019)
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Data on non-income poverty are less straightforward, but the rural-urban divide is still obvious. While
access to potable water differs widely across oblasts, access for urban populations in the big cities
Bishkek and Osh is at or very close to 100%, while in Batken, the share of the population with access
to safe sources of drinking water was only 81% in 2019.

It is still too early to assess the impact of COVID-19 on poverty. However, it is likely that these
impacts will be largely mediated through migration — the involuntary return of migrants in Russia and
Kazakhstan, with few income prospects at home, and the choking-off of the household coping
strategy of male head out-migration with resulting remittances.

JC10.3: Social inequalities have been reduced

The Gini index of income inequality has steadily, albeit modestly decreased (indicating less
inequality) — although whether this points to convergence on higher incomes or on lower ones is, as
always with the Index, ambiguous. The UN HDI, a weighted average of life expectancy, literacy, and
income measures, has slightly improved. Nonetheless, on Oxfam’s Commitment to Reducing
Inequality (CRI) Index, which measures policy aspirations rather than results, Kyrgyzstan has
performed very well over the evaluation period — suggesting good intentions but modest results. On
the overall ranking for the CRI, KGZ has improved by 52 ranks between 2016 and 2020, now ranking
at 37 of 158 countries. This, in addition to commitment to democratic reform, is perhaps not
unrelated to the EU’s strong partnership with the country.
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5 Lessons learnt

e BS and blending combined can effectively contribute to building a partnership based on
mutual confidence between the EU and the partner country, although they are substantially
very different modalities. BS follows an outcome-oriented programme approach, directly
supporting a specific sector through the national budget accompanied by a policy dialogue.
Blending operations are output oriented and feature a comparably narrow scope of
intervention with a pre-defined, project-style use of funds®. BS and blending are likely to
converge mostly at impact level because of the differences in approach and in the nature of
the sectors normally covered by each modality (service provision for BS and infrastructure
for blending) as it is certainly the case in the overall IL of EU-Kyrgyz cooperation.

e BS is a more developed and fine-tuned tool than blending to achieve development impacts.
BS has higher potential than blending to deliver results, but the risk of underperformance is
also higher. BS has been used by the EU for more than 20 years (15 years in the Kyrgyz
Republic), being continuously improved and systematised in the successive versions of EU
BS Guidelines. While blending is already used for 15 years, EU guidelines on blending were
only published in 2015. This illustrates that widespread use and a standardised approach to
blending is a comparably “young” phenomenon. BS is better designed to support service-
oriented sectors and to focus on beneficiaries’ needs, development outcomes and SDGs.
Most of the time in BS implementation, the EU is a direct player in all three inputs of BS
(disbursements, Complementary Support, policy dialogue) which is important for value-for-
money and accountability purposes. Nevertheless, BS is also more dependent on the political
situation and actual results of the supported policy may be sub-optimal. Fiscal space is
assumed to be created by BS disbursements and (like in the Kyrgyz case), while it can often
be glimpsed, it is often difficult attribute change directly to EU funds.

e Budget support is not the most appropriate implementation modality to support electoral
reform processes. This is due mainly to the fact that electoral reform is not a sector nor an
area of Government with a specific policy but rather a high-level, systemic and political
characteristic of a State. It is also difficult to construct an Intervention Logic as there are no
clear goods and services produced, nor outcomes generated for beneficiaries. Although the
electoral reform BS programme did help GoK to reinforce its capacities, ultimately a
traditional project would have probably delivered similar results.

¢ Government ownership, along with leadership and broader contextual factors (e.g. political,
social and economic stability) are more important than the modality used in order to attain
the objectives of government strategies and EU MIPs. Policy reforms can be promoted and
supported by the EU up to a certain level of the IL (mostly improved capacity and delivery of
goods and services), but this does not necessarily lead to effective progress on outcomes
and impacts. As happened in the Kyrgyz Republic, despite clear achievements in
strengthening capacities and delivery of government entities (BS) as well as utilities
(blending), higher-level effects are modest and the main problems persist (e.g. widened rural-
urban gap in GDP and employment, ineffective inclusion of women and vulnerable groups,
maintained citizen distrust in the political system).

e Blending and BS have the potential to cross-fertilize. Blending is effective in mobilising
resources, while BS approaches have a lot to offer in terms of design and implementation of
GoK sector policies. The EU and partner IFls benefit from each other when implementing a
blending project together. Subject to appropriate MOU and Cooperation Agreements,
blending operations implemented under the participation of the EU have the potential to
directly address financial shortages and build the capacity of utilities, especially in
infrastructure-related sectors and in areas that need capital investment (clearly the case in
Kyrgyzstan). Nevertheless, blending could be inspired by BS, inter alia, on how to construct
and formulate an IL, structure and implement policy dialogue, and ensure proper M&E and
reporting. Other key issues such as inclusion (e.g. gender) and links to development
outcomes are still weak points of the blending modality.

96 However, the 2015 EU blending guidelines state that “Blending operations may constitute an opportunity to engage with the government
in a dialogue on specific sector policies” as supported sectors usually are of strategic interest for the partner countries.
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Evaluating BS and blending together is possible but it has methodological limitations. The
joint BS-blending evaluation framework should be based on the BS evaluation guidelines,
and adapted accordingly, mainly for two reasons. First, BS and blending inputs are different
by nature and design and they are often not comparable: BS payments flow through the
national budget, while blending funds are channelled through financial intermediaries; sector-
wide policy dialogue is a priority in BS, while in blending it is a second-tier priority and more
focused on specific issues (e.g. tariffs); capacity building in BS usually focuses on
Government entities (and usually also empowering CSOs) while blending TA is mostly aimed
at strengthening utilities, private sector and running PIUs, with occasional support to
developing legal and institutional frameworks of sectors. Second, BS adds its resources to
the partner government in support of national or sector strategies’ objectives, therefore
attribution of effects to BS inputs is difficult, especially concerning policy outcomes and
impacts. On the contrary, in blending operations it is comparably easy to link project
outcomes to project inputs and outputs, as projects normally have a specific geographical
and physical (infrastructure) scope where effects can be that can be isolated and evaluated
comparably easily; in consequence, outcomes of policies supported by BS are supposed to
contribute to impacts at national level, while blending project outcomes may eventually
contribute to impacts on a much narrower scale.

An important challenge of development cooperation interventions is matching theory (design)
with practice (implementation), regardless of the modality used. In the EU-Kyrgyz
cooperation, some important issues that were included in strategic documents and in the
design of EU interventions were not fully addressed during implementation. Examples for this
are i) addressing inequalities (particularly in rural areas); ii) fighting corruption; iii) measuring
contributions of blending projects towards development outcomes (e.g. improved coverage
of water services, quality of life indicators); and iv) prioritizing cross cutting issues (particularly
including and monitoring gender and climate change indicators).

Implementing EU resources through/with other Development Partners requires that common
strategic frameworks and clear implementation arrangements are in place together with clear
lines of communication and involvement of sector institutions in decision making. In order to
optimise synergies between DPs, it is important that donors bring similar views to policy
dialogue and that the implementing partner properly consults the funding donor and is
accountable for the implementation of the project.

No effects of government strategies and DPs programmes and projects can be confirmed
without adequate data being produced and made available. This affects not only the
evaluation of BS and blending operations but also their design and implementation (e.g.
problem definition, credible baselines and targets). Countries and DPs need to invest in
having solid statistics (e.g. GDP and employment data, elaborate household surveys, sector
management information systems), that are comprehensive and allow a minimum breakdown
of data (gender, income percentile, geographical) and measure effects on beneficiaries such
as public service coverage rates, and not only absolute figures of service users.
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6 Conclusions

The EU-Kyrgyz relation is a strategic one that transcends the scope of the sectors, modalities,
programmes and projects analysed in this evaluation. The Kyrgyz Republic is a small but important
partner for the EU in Central Asia, particularly as it stands out as the most democratic country in the
region. During the last decade, EU-Kyrgyz relations remained stable and strong, especially
considering the politically and economically challenging international and regional contexts. In this
period, the partnership between the EU and GoK has touched upon issues that are very relevant
and important for both parties, for the larger development community and, especially, for the citizens
of the Kyrgyz Republic: i) Good governance and democratisation, ii) Growth and economic
development, iii) Building effective public policies, and iv) Reducing poverty and inequalities.

During most of the period 2009-2019, the Kyrgyz context has been moderately positive. The
economy was reasonably resilient to the economic crisis, and the democratic principles, while
remaining fragile, persevered. In this rather stable scenario, as further detailed below, the EU was a
crucial partner for the GoK although only modest results were achieved in economic and social policy
areas.

COVID-19 and the events during and after the Presidential elections of October 2020 severely
altered this climate of stability in the short term. The political situation has, so far, been more stable,
but several challenges will certainly affect the manoeuvring capacity of the GoK, the country as a
whole and the EU cooperation with the country. These factors include political, institutional,
economic and social uncertainties at the level of the Kyrgyz Republic, the unclear evolution of the
current pandemic and increasingly prominent geopolitical challenges in the region.

Table 7 Overview of Conclusions

No. | Conclusion Main linkages to the EQs

Effects of EU support delivered through the two modalities
1 Effects of EU support EQ3 to EQ10

2 Role of policy dialogue and capacity building EQ2 to EQ4

Choice of modality

3 Relevance and Comparative advantages of BS and blending EQ1 and EQ2

4 Linkages between BS and blending and with other interventions for | EQ1 and EQ2
increased synergies

Integration in the broader partnership framework

5 Orientation to results of accountability and learning EQ5 to EQ10

6 Cross-cutting issues All EQs

6.1 Conclusions on the effects of EU support delivered through the two modalities

C1. Effects of the support

Related Level/s of the IL: Levels 3 (Induced | Related Findings: EQ3, EQ4A, EQ4B, EQ5, EQS6,
outputs), 4 (outcomes) and 5 (Impacts) EQ7, EQ8, EQ9, EQ10

EU support through BS and blending has contributed to improving legal, policy and institutional
frameworks and helped GoK to deliver more and better-quality goods and services to the Kyrgyz
population. Improvements were made concerning some development outcomes, especially in SP
and education and, most likely, in water and energy too. Nevertheless, the technical and financial
sustainability of service delivery is uncertain. Although poverty reduction has been notable, equality
and inclusion issues has seen little progress, and most of the main problems identified by EU and
GoK persist.

Positive contributions of BS and blending to (induced) outputs and outcomes were acknowledged in
all areas examined:
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e EU support, especially support provided through BS, helped to improve the legal, policy and
institutional frameworks, pushing reforms to move along the right track, although effective
policy implementation has been slow in most cases.

o Development of institutional capacities has been observed in all sectors supported by BS
and both at central and local level. Capacities in the private sector and the utility companies
in the water and energy sectors supported through blending also show a positive trajectory.
The role of civil society was reinforced through the involvement in policy dialogue,
consultation processes and the inclusion of CSOs as TA beneficiaries and even as service
providers (SP sector).

e The production of goods and services, including the quality of service delivery, increased in
SP, education, water and energy. Economically feasible (but not yet commercially viable)
projects with high potential environmental and social benefits were made possible.

o Despite severe limitations on data availability, it is clear that EU BS was an important
contributor to some important sector policy outcomes achieved in the 2009-2019 period in
SP and education and, to a lesser extent, in electoral reform. Trust in GoK institutions
improved in sectors supported by BS and the percentage of voters satisfied with democracy
in Kyrgyzstan raised significantly between 2014 and 2017. In the case of blending, it is
expected that projects will have a positive effect on development outcomes in the geographic
areas of intervention, although this is currently not possible to assess as outcomes have not
been properly monitored and also because several projects are still ongoing.

Despite the positive contributions of BS and blending, in all cases the improvements remain limited
by intra- and inter-institutional factors (e.g. staff turnover, poor institutional coordination,
inconsistency in policies) and the country context (e.g. political unrest and COVID-19). Some of the
main development challenges of the country remain unaddressed:

e The main problems in public service delivery remain unaddressed: shortages in financing,
strategic planning and implementation capacity of GoK’s public institutions do not allow yet
to see substantial increases in access and the use of public services by the Kyrgyz
population.

e The perspectives of technical and financial sustainability of service delivery supported by BS
and blending are mixed. Scarce human and financial resources, staff turnover and the
political instability has put the sustainability of GoK capacity building efforts in question.
Allocations from the Republican Budget to SP and education have been growing but could
be compromised by the uncertain fiscal situation. The capacities of utilities and the private
sector remain low. In the water and energy sectors, sustainability is uncertain, particularly
while GoK continues to subsidize consumption and tariff reforms are not implemented.

e The accountability and learning arrangements of blending projects are designed mainly from
a banking perspective and the reporting on actual service delivery and outcomes in the water
and energy sectors was insufficient (see Conclusion 5).

The overall objectives (impacts) of the partnership between the EU and the Kyrgyz Republic in the
period have been only partially attained. Monetary poverty reduction has been successful and
extreme poverty has been virtually eliminated, but a great part of the Kyrgyz population is still very
vulnerable, especially in rural areas. GDP grew moderately but the economic gap between Bishkek
and Osh and the rest of the country has widened. Employment remains largely informal and the
difference in access to employment between men and women shows a mixed picture throughout the
country.
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C2. Role of Policy dialogue and capacity building actions in the effects observed

Related Level/s of the IL: Levels 2 (Direct | Related Findings: EQ2A, EQ2B, EQ3, EQA4A,
outputs) and 3 (Induced outputs) EQ4B

Policy dialogue was a key EU input, especially accompanying GoK to formulate more
comprehensive and coherent policies in BS-supported sectors and in specific topics such as tariff
reform in blending operations. BS complementary support and blending TA were instrumental to
improvements observed in the sectors. Both policy dialogue and capacity building were more
effective and efficient when the EU had a more direct involvement than when EU depended on other
DPs.

Policy Dialogue was useful to contribute to progress in sector policy formulation and implementation:

e Dialogue in BS sectors was strategic, substantive, properly formalized and reported on,
effectively promoting and supporting the improvement of policy and legal frameworks and
accompanying GoK reform processes. The EU was a key player in discussions on SP,
education, PFM and electoral reform. CSOs participated in policy dialogue, particularly in SP
and electoral reform.

¢ Dialogue in blending projects aimed at a limited range of policy and strategic issues in energy
and water, bringing some difficult and politically sensitive reforms to the table (e.g. tariff
reform), but, as expected for project approaches, the focus on a more holistic sector
management and policy change was limited. Dialogue was less structured and formal than
in BS and EU and EBRD were not always aligned as, for example, in the water sector reform
EBRD is more interested in financial and infrastructure aspects of policy while the EU has a
more integrated (IWRM) approach.

Technical Assistance provided within EU BS and blending operations was useful to increase the
capacity of GoK entities and sector utilities:

e In SP, TA helped MoLSD and districts to improve their targeting capacities and their child
protection and social assistance services. In education, improvements were made in policy
development and strategic planning, internal audit and the recent development of the
Education Management Information System (EMIS). The Venice Commission TA helped to
increase the capacities of CEC and SRS, with the new biometric registration system and the
complaint procedure mechanism as most remarkable outputs. WB-administered (and Mof-
implemented) PFM TA namely focused on budgetary control and transparency issues, mostly
within MoF and less in the sectors. Tackling corruption as such was not under the scope of
EU BS implementation and remained a concern.

e In water and energy, although TA performance has been mixed, the extensive use of TA was
designed as a pragmatic (and cost-effective) response to technical, capacity, managerial and
control deficits. The TA teams have, in some projects, undertaken a more ‘hands on’ line
function rather than the advisory role that was envisaged. TA disseminated information and
supported policy dialogue and to some extent justification of difficult and politically sensitive
reforms (e.g. tariff reforms). The advice provided to firms by consultants and PIUs did help
to build the capacity of local companies. Nonetheless, implementation lacked appropriate in-
country technical back-up and oversight and this affected the effectiveness of TA.

The EU was not sufficiently involved when implementation was done through other DPs,
accountability towards the EU is still not properly developed. In both the water and energy
sectors, EU/EBRD collaboration is not yet optimised and consultation with the EUD on oversight
and supervision of project activities and TA to utilities is still limited. In particular, this has limited
the potential for synergies between the TA provided and EU engagement in policy dialogue at
sector level and beyond. The EU is also rather disconnected from the implementation of TA via
the WB-implemented Multi-Donor Trust Fund (MDTF), financed by SP and education BS.
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6.2 Conclusions on the choice of the modalities

C3. Relevance and comparative advantages of BS and blending
Related Level/s of the IL: Level 1 (Inputs) Related Findings: EQ1A, 1B to EQ2A, 2B

The modality chosen to channel EU inputs in support of each of the selected sectors was
appropriate, except for electoral reform, where project support would have been a better choice than
BS. BS has been the most advanced modality in terms of supporting formal policy dialogue, building
on a comprehensive underlying ToC and detailed accountability and learning arrangements.

Budget support proved adequate to support reforms in SP and education, where inputs and key
elements of the ILs underpinning the interventions were relevant, mostly clear and properly aligned
to GoK and EU strategies and guidelines. Using BS to support electoral reform was not justified
given the absence of a strategy (which was later developed with EU assistance); in this sector, a
project approach would have still allowed to finance part of the reform and support the capacity of
SRS, CEC and civil society with transfer of knowledge and experience through grants and TA, while
keeping the consolidation of democracy as a key topic of high-level policy dialogue between the EU
and GoK.

The lack of public and private investment and the fluctuant allocation of capital budget is a major
issue for the future of the country, especially in infrastructure-heavy sectors (e.g. basic public
services, energy, transport). Blending operations respond to this need by providing much needed
funding. ILs underpinning the operations in water and wastewater and in energy responded to the
priorities of GoK and to the cooperation frameworks of EBRD and EU and were clear and successful
in terms of inputs and outputs; but, in most blending interventions, beneficiaries and the links to
expected development outcomes (e.g. quality of life indicators) and impacts (e.g. growth, poverty)
were not properly defined. This led to weaknesses in learning and accountability (see Conclusion 5).
A move from blending to BS in the water sector could be a good implementation option in the near
future (see Recommendation 4), although, in the short term, an Integrated Water Resource
Management Strategy has been missing and the institutional framework is unclear. Moreover,
blending has the potential to attract the still much needed capital investment in commercially non-
viable infrastructure projects, while BS does not have this capacity.

Overall, compared to blending, BS interventions relied on: i) more comprehensive ILs clearly focused
on improving the living conditions of the population, ii) clearer mechanisms for structured and
strategic policy dialogue, and iii) better procedures for reporting to the EU by implementing agencies.
This facilitated the possibilities for the EU to contribute to enhancing the interventions during
implementation, including to better evidencing links of EU inputs towards outcomes and creating
synergies with GoK strategies and other interventions (see Conclusion 4). GoK managed EU funds
with BS orthodoxy and it is understood that fiscal space was created, although late in-year
disbursements of EU payments (68% were in December) have been a serious issue that has not
been fully addressed yet.

Blending had the advantage of generating leverage to mobilise a greater and more traceable amount
of funds than BS, and respond more directly to closing the infrastructure spending gap. The origin of
funding were mostly loans from IFIs, so there is no evidence that private sector financing was
attracted.

C4. Linkages between BS and blending and with other interventions for increased synergies

Related Level/s of the IL: Levels 1 (Inputs) and 2 | Related Findings: EQ1A, 1B and EQ2A, 2B
(Direct and project Outputs)

BS and blending were not particularly coherent or complementary with each other, as they covered
different sectors and were operationally detached from each other. Nevertheless, they jointly aimed
at the higher-level objectives of the EU-Kyrgyz Republic partnership and, overall, were coherent and
complementary with other actions of the EU and, surely because of good understanding within the
DPCC, also with the rest of donors.
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Budget support and blending have successfully co-existed although with little interaction between
them during the evaluated period. This is not surprising, given that sectors covered by BS and
blending in the Kyrgyz Republic are very different and no particular operational synergies were
found, except an intended contribution to the same overall objectives. Both BS and blending
interventions were coherent and complementary with interventions from other Development
Partners, who coordinated well thanks to the work within the (mostly donor-driven) Development
Cooperation Council (DPCC). The level of collaboration and understanding among donors is high in
Kyrgyzstan and PFM was the best example of coherence and coordination between donors and joint
donor collaboration with GoK.

6.3 Conclusions on the broader EU-Kyrgyz partnership framework

C5. Orientation to results and increased accountability and learning

Related Level/s of the IL: Levels 3 (project and | Related Findings: EQ5, EQ6, EQ7, EQ8, EQ9,
induced outputs), 4 (policy and project | EQ10
outcomes) and 5 (Impacts)

The goals of EU-Kyrgyz partnership can be jeopardized by the difficulty to assess which are the
effects of GoK policies and EU BS and blending operations. This is due to the insufficient attention
given to producing and analysing comprehensive and disaggregated outcome and impact data, as
well as to the existence of important gaps and inconsistencies in official records and statistics,
although this is slowly improving. This makes the overall picture of high-level effects of EU-Kyrgyz
cooperation rather blurry.

GoK policy implementation and the support of DPs, including the one provided by the EU through
BS and blending, have been severely hindered by the country’s weak capacity to compile and publish
reliable data for monitoring economic and social development and public policy implementation. This
refers to a wide range of data, from aggregated indicators (GDP, employment) to socio-economic
information (household surveys), sector outputs and outcomes (e.g. EMIS in education will be very
useful in the future but is recent and needs fine-tuning), and even project information. This should
be very concerning for the EU and other DPs and even more so for the Kyrgyz Government, as they
are lacking the necessary evidence to feed decision-making through the whole implementation cycle
of policies, programmes and projects. It may be noted that WB/IDA are providing USD 17.5 million
to support the improvement of the national statistics over the next four years.

For EU cooperation implemented through BS, the lack of data on public policies is particularly
challenging, as BS is implemented directly following national strategies and monitoring systems that
are too basic (i.e. only aggregated data) and do not always contain trustworthy information. Some
BS interventions have made some contributions in this regard (e.g. EMIS by Education BS, EU
financing PEFA and other assessments on PFM reform). But, overall, there has been insufficient
attention to monitor policy implementation, especially to generate data on outcomes and impact.

In blending operations, the lack of data is not compensated by adequate mechanisms to identify
needs during design and track the actual effects of project outputs on the population during/after
implementation. Development outcomes and impacts are often declared as project objectives but
not properly conceptualized, nor followed-up. In some aspects, the KyrSEFF projects were better
than the rest at following-up on some outcome indicators.

C6. Cross-cutting issues
Related Level/s of the IL: All levels Related Findings: All EQs

The integration of cross-cutting issues into BS and blending operations during the 2009-2019 in the
Kyrgyz Republic was not up to EU cooperation standards. Although both strategic and programming
documents such as the MIPs required this mainstreaming, the design of individual interventions did
not sufficiently incorporate the gender, environmental and inclusion of minorities aspects, with the
exception of the electoral reform BS. This was partially corrected during implementation,
particularly for education and energy and, overall, some efforts for increased consideration of these
issues have been made recently, at least for gender mainstreaming.
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The two modalities had different approaches towards cross-cutting issues. The lack of focus of
blending projects on the final beneficiaries implied that little attention was given to the inclusion of
women and ethnic minorities in the design and implementation of these interventions. BS design
documents (Action Documents) recognised the importance of gender, climate change and the
inclusion of minorities, but only BS on electoral reform integrated them into the programme. More
specifically:

e BS on electoral reform showed commitment to gender mainstreaming in programme design
(with a Gender Equality Screening Checklist) and during implementation (through policy
dialogue and specific indicators). This was not the case for formulation of BS in SP and
education. Water sector policies were described as ‘gender blind’ by a specific assessment
and there is little or no evidence of gender mainstreaming or promotion of gender equality in
project design in the energy sector or in related policy dialogue. Some reporting on aspects
of gender coverage was found under KyrSEFF and, in recent years there appears to have
been more coverage of gender issues in both energy and water sectors.

e Environment and climate change have been more important considerations for blending
operations than for BS. The resource-efficiency focus of water and energy projects facilitated
the reference to environment and climate change-related aspects but a systematic approach
to the possible incidence is missing, as the concentration of project targets and monitoring is
upon infrastructure and financing.

¢ Although inclusion was at the heart of all EU cooperation, and SP and education BS did focus
on the inclusion of disabled persons, the attention to ethnic minorities was very limited in both
modalities. EU documentation consulted recognises the presence of ethnic inequalities and
tensions, but these did not explicitly figure in BS design. In blending operations there has
been little to no coverage of the minorities or vulnerable groups that were likely to be
disproportionally affected by lack of access to water and power supply.

Additionally, for all sectors, the lack of appropriate data also complicates the mainstreaming
exercise, as many indicators are not broken down, especially at the outcome and impact levels (see
Conclusion 5).

7 Recommendations

7.1 Recommendations on the role of the two modalities in the broader partnership
framework

Recommendation 1: On the overall objectives of the EU-Kyrgyz partnership

Recommendation for: EUD, INTPA and GoK Recommendation mainly linked to C1 and C5

EU and GoK should continue to develop and elevate their strategic partnership, building on past
experience with BS and blending interventions. Both parties need to persist in consolidating the
underlying principles of their collaboration (promoting democracy, fighting corruption) and have
more ambitious expectations of achieving the common high-level strategic objectives (development
outcomes and impacts). Both BS and blending are useful to continue pushing in the same direction,
profiting from their respective advantages as modalities to deliver results.

The EU and the Kyrgyz Republic should strengthen their strategic partnership starting from the
highest political level. The first task should be to recover the levels of EU and GoK mutual confidence
and alignment prior to the October 2020 events. The recent beginning of the 2021-2027 EU
programming cycle brings an opportunity to enlarge the political and strategic debate and adjust and
fine-tune the overall and specific objectives of EU-Kyrgyz cooperation. Building on the particular
aspects that have been slowly improving with EU support up to 2019 (e.g. policy and legal
frameworks, GoK capacities, public service delivery, CSO empowerment), the partnership should
benefit from intensifying policy dialogue around high-level objectives such as the consolidation of
democratisation and core values of EU cooperation, increasing mutual accountability, using tools to
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regularly monitor corruption?’, making growth and employment truly inclusive, and re-assessing how
to address gender and geographical inequalities. In order to achieve many of these challenges, GoK
will need to increase its level of ownership and monitoring of reform and involvement in
implementation, as well as take the leadership of donor coordination. The policy discussion should
include a more comprehensive framework of the high-level effects that GoK expects from the sector
reform processes. This requires to better define which impacts (inclusive growth, reduction of poverty
and inequality, plus probably democratisation and environmental sustainability) and which
development outcomes in key sectors of NDS and the 2021-2027 MIP (e.g. education, IWRM, private
sector development) should be the point of attention of EU support, regardless of the modality used.
Both BS and blending have certainly been and will continue to be instrumental to operationalise EU
and other DPs’ support, but they are only modalities that will go as far as the priorities of GoK are
willing to go.

Recommendation 2: On elevating the importance of inclusion and cross-cutting issues in EU
cooperation

Recommendation for: EUD and GoK Recommendation mainly Linked to C6

Helping GoK to reduce inequalities and effectively mainstreaming cross-cutting issues into policies,
programmes and projects should be a priority of EU support to the Kyrgyz Republic in the 2021-
2027 period. EU interventions should particularly improve their contribution to closing the urban-
rural gap and promoting the effective inclusion of women and ethnic minorities.

The EU and GoK must bring gender, inclusion of rural population and ethnic minorities and climate
change (see C6) to the front of the discussion and make sure they are present throughout the whole
EU programme or project cycle. The MIP 2021-2027 is consistent with this approach (very important
is that 85% of MIP actions must have a gender focus), but the challenge is to transcend the generic
references to inclusion and cross-cutting issues in the design of EU interventions and effectively
translate them into the implementation phase. In the case of BS, this can be done, for instance, by
elevating the importance of gender and inclusion in policy dialogue and in Complementary Support,
selecting cross-cutting focused KPIs and/or develop accountability and learning systems that
disaggregate data per gender, ethnic and geographical origin of beneficiaries. In blending
operations, more attention must be put on the beneficiaries and on the effects of project outputs on
vulnerable persons or areas (e.g. reduced economic vulnerability of women, increased private sector
development in rural areas).

Recommendation 3: On the need to base policies and donor support on updated, reliable data

Recommendation for: EUD, GoK and IFls Recommendation mainly linked to C5

GoK and its cooperation partners urgently need to address the severe shortage and inaccuracy of
data at the project, sector and aggregated levels. To respond to the important challenges that the
country is facing and is likely to face in the coming years, GoK policy and donor support need to be
more evidence-based and count on more, better-quality, publicly available and updated information,
especially on outcome and impact indicators.

GoK and DPs are lacking an important part of the necessary information to be able to properly
design, monitor and evaluate public polices and external support, including BS and blending. More
factual information needs to be brought to the policy discussion, which requires to invest in the
development of data management and analysis. Some specific progress has been made in GoK
Monitoring, Evaluation and Learning systems (i.e. EMIS is now operative in the education sector,
see C5), but the overall capacity is still very weak. EU and GoK should increase their efforts to
improve the capacity of entities to produce, analyse and publish, both in the sectors and at the
aggregate level. EU could devote part of its funds to supporting to the Statistics Office to increase
its overall capacity, its links with sector information systems and, more specifically, enlarging and
improving the Kyrgyzstan Household Integrated Survey. Publishing and disseminating relevant data

97 E.g. World Governance Indicators (WB), Corruption Perception Index (transparency International), Global Competitiveness Survey.
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and involving and supporting CSOs in an overview role would also increase the transparency and
accountability of GoK policy and donor support. It will be important to ensure that any assistance
provided in this context is aligned with the WB/IDA-supported action to improve the country’s
statistical capacity.

More specific measures that can be considered as part of BS programmes to boost Monitoring,
Evaluation and Learning include running studies to help establish baselines, fine-tune sector targets
and KPIs and/or identify determining factors of outcome and impact indicators, especially for key
issues like growth and poverty reduction in rural areas, gender equality and inclusion. An upgrade
of the monitoring and reporting systems of individual interventions is also needed to count on more
specific, disaggregated data on project outputs and outcomes, and better link them to the key
objectives of the EU-Kyrgyz Republic partnership. An analysis of the possible attribution of blending
operations towards high-level indicators could theoretically be done, specifically within the scope of
the project (e.g. impact on poverty of a water and energy blending projects in a specific city), but this
would require specific data and impact evaluation techniques as well as dedicated resources that
currently do not exist.

Recommendation 4: On selecting the most appropriate implementation modalities to channel EU
funds

Recommendation for: EUD and GoK Recommendation mainly linked to C3 and C4

The EU and GoK should build on the experience of the last two programming periods when deciding
which will be the best the implementation modalities to support the sectors in the 2021-2027 period.
The first option to consider should be using the same modality structure (i.e. BS for governance and
social sectors and blending for infrastructure-related sectors) and continue improving their design
and implementation. A possible simultaneous use of blending and BS in the water sector is an
interesting option that, if confirmed, should include a preparatory phase to ensure that the sector
meets the conditions to use BS.

BS has been instrumental for GoK to advance in reinforcing the capacity of its institutions and
improving service delivery and should therefore continue to be a preferred implementation modality,
with some adjustments: Preferably use BS to support sectors or thematic areas linked to service
delivery and when a clear intervention logic can be defined at least up to outcome level; always
ensure that a well-developed sector policy is adopted before initialising BS; use policy dialogue and
MEL to monitor the indicators of the national strategy, even if not linked to disbursement; advance
the assessment of indicators to ensure disbursement during the third quarter of the fiscal year; and
keep ILs simple and limit the number of KPIs. The clear exception to this continued use of BS would
be the future support to electoral reform, which should rather be a project, potentially building on a
Twinning arrangement, unless it is included as part of a bigger Rule of Law BS programme.

Although the way blending is used in the Kyrgyz Republic needs some adjustments (see
Recommendation 5), it must be acknowledged that it has also been successful in delivering results.
A possible pathway for future support to the water sector is to combine BS and blending approaches.
This is an interesting possibility that is also an innovative approach that has never been before
implemented in EU cooperation. Previous discussion at INTPA HQ and consultations with EBRD
and other donors would be required to establish the general framework for this eventual combination
of modalities. Additionally, the water sector does not yet seem ready to move to BS.

7.2 Recommendations on specific design and implementation issues

Recommendation 5: On the way blending operations are designed and implemented

Recommendation for: EUD, INTPA and IFls Recommendation mainly linked to C3 and C4

In order to maximize the clear advantages and the potential that blending has as an implementing
modality in the Kyrgyz context, the EU should revisit its approach towards several aspects of
blending projects design and implementation, including, especially, the following: i) Intervention
Logics need to be more comprehensive and put more weight on expected outcomes and impacts;
ii) beneficiaries must be better identified and their needs assessed; iii) in policy dialogue, IFls and
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EU should be better aligned and EU must have a bigger role; iv) the IFI-EU accountability and
learning arrangements must be improved; and v) sector institutions should be more proactively
involved in implementation

The EU and its cooperation partners need to improve several aspects of blending operations and
BS could be inspiring in some ways (see C1). Most importantly, the Intervention Logic of blending
projects must be completed by transcending project outputs, thus also measuring how the project
has supported improved service delivery (e.g. coverage rates of basic services), development
outcomes, understood as benefits to the population (e.g. quality of life indicators, WASH indicators)
and the possible contributions to impacts (economic growth, poverty reduction, reduced inequalities).
Given the restricted scope of blending projects as compared to BS’s wider scope, causal
relationships and attribution of effects would have to be limited to the geographical area and/or
beneficiary population of the project. Other aspects of the blending modality that would need to be
improved include: i) Projects must clearly identify and quantify the beneficiaries and their needs; ii)
EU and IFIs better align their strategic approaches; and iii) accountability towards the EU and GoK
must be increased by establishing more detailed and results-oriented monitoring and reporting
arrangements.

Recommendation 6: On the role of capacity building as a small but key output of EU BS and blending
operations

Recommendation for: EUD and other DPs Recommendation mainly linked to C2

EUD and its cooperation partners must jointly explore ways of increasing the efficiency,
effectiveness and sustainability of capacity building actions implemented within BS and blending
operations. Some progress has been made but TA and grants can be better used to continue
upgrading the capacities of GoK sector utilities and CSOs, which are still low.

BS complementary assistance should continue to receive substantial funding, as it has proven a key
element of EU support. Some adjustments are necessary: More focus should be put on increasing
the technical sustainability of policy outputs and outcomes (i.e. more effective capacity building) and
ensure that mainstreaming and cross-cutting and inclusion issues are central aspects of
implementation (see Recommendation 2). The EU also needs to have a more direct involvement
when it relies on other DPs to implement BS complementary support. For ongoing actions, this
specifically applies to the WB-managed Multi-Donor Trust Fund’s CBPFM-2 project that supports
PFM reform, where the EU needs to be better informed and more involved in decision making and
oversight.

Blending operations need a more realistic assessments of capacities of beneficiary institutions, their
absorption capacity and ability to ensure post-project continuation of operations (and flow of
benefits). There is an element of over-optimism in project design in that this same capacity fragility
is also a threat to implementation efficiency. Response measures could include specification of
longer implementation periods, specific conditionalities on staffing and resourcing of PIUs and
binding commitments by project implementation partners (including holding companies) regarding
staffing and resourcing (to be taken into account as pre-condition for any subsequent blending
support).
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GETTING IN TOUCH WITH THE EU
In person

All over the European Union there are hundreds of Europe Direct information centres. You can find the address of the centre
nearest you at: https://europa.eu/european-union/contact_en

On the phone or by email

Europe Direct is a service that answers your questions about the European Union. You can contact this service:
- by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls),

- at the following standard number: +32 22999696, or

- by electronic mail via: https://europa.eu/european-union/contact en

FINDING INFORMATION ABOUT THE EU

Online

Information about the European Union in all the official languages of the EU is available on the Europa website at:
https://europa.eu/european-union/index_en

EU publications

You can download or order free and priced EU publications from EU Bookshop at: https://publications.europa.eu/en/publications.
Multiple copies of free publications may be obtained by contacting Europe Direct or your local information centre (see
https://europa.eu/european-union/contact _en).
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