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Regional development and budget 
capacity of LSG

Budget capacity

As a key factor in the 
implementation of the state 
program for the development of 
the regions, it answers the 
question:

Are municipalities able to 
resolve issues of local 
importance while 
remaining independent?

Financial and economic 
independence

Administrative independence

Political independence

Decentralization 
of LSG

To answer this question, we analyzed:
Budgets of urban and rural municipalities of KR for 2016 and 2017.
Inter-budgetary relations for the period 2010 – 2017
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Status of local budgets in 2010 – 2017: 
underfinancing of local issues

Financial decentralization did 
not ensure the ability of LSGs 
to finance issues of local 
importance.Dynamics of the republican and local budgets’ revenues in 2010-2017, billion som

Trend:

- Decrease in total revenues of 
local budgets since 2013 
(growth rate below% of 
inflation), and the share of LSG 
in the revenues of the 
republican budget

- At the same time, the state 
transferred additional powers of 
LSG

Dynamics of the urban and rural LSGs’ 
revenues

The growth rate of the 
local budgets of cities 
in 2017 decreased by 
24% as compared to 
2016, while in rural 
LSGs the dynamics 
was positive -
revenues of budgets 
were insignificant, but 
increased
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Revenue structure of local budgets: 
aiyl aimaks are more stable

Per 1 LSG, the grant amount is not sufficient to implement the development goals.

Compared to cities, AAs 
have more stable and 
projected revenues (the 
share of fixed income is 
36%).
In 2017, the state 
allocated 370 million 
soms as incentive grants 
(equalizing), most of 
them were allocated to 
the rural LSGs.

Conclusions:
- Adjusted incomes 

of cities have 
decreased from 
71% to 53% -
because of the 
loss of sales tax

- Accordingly, the 
share of transfers 
increased, cities 
became more 
dependent on the 
republican budget

The state eliminating one of the income sources 
to local budgets, did not provide for an 
adequate replacement of this source.
Cities - growth points need their own resources 
for development, in addition to republican

Revenue structure of urban LSG budgets in 2016-2017: 
growth of dependence on the republican budget
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Revenue and spending structure of the city 
and the rayon

1. Average city in KR –
regional center, 
(population of 35-67 
thousand people)

2. Average populated rayon in KR (64-160 thousand people) 

Conclusions:
1. The largest part of the spending 

in the rayon is the state agencies, 
while in the city it is housing and 
utilities services

2. If, in general, the revenues of 
rural municipalities are more 
stable in the country, the average 
city has more fixed incomes than 
the average in size and income 
rural area

3. Both the city and the rayon 
spend up to 30% of the budget 
for education

4. Most cities and rayons do not 
finance environmental 
protection, health care, and 
public order (0%)

Budget capacity of LSG

Richness
- Does the municipality 
have sufficient financial 
resources?

Indicator:
Local budget revenues per 
capita, som

Independence
- Financial independence, 
independence from state 
funds

Indicator:
Share of transfers in local 
budget revenues,%

Budget capacity: the ability of 
LSGs to address local issues on 

their own responsibility
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Richness: how much does the city earn 
per its 1 resident?

MAX

Orlovka
6 946 som

Bishkek
6 701 som

Kant
6 268 som

Cholpon-Ata
5 494 som

MIN

Tash-Kumyr
1 704 som

Uzgen
1 429 som

Aidarken
1 256 som

Kok-Jangak
780 som

Per capita 
incomes, 
excluding 
transfers, 
for 2017.

Independence: how much does the city 
depend on the republican budget? 

MAX

Kok-Jangak
64 %

Mailuu-Suu
37 %

Osh
34 %

Kara-Suu
31 %

MIN

Karakol
0 %

Cholpon-Ata
1 %

Uzgen
1 %

Orlovka
2 %

The share of 
transfers 
in the total 
revenue 
of the local 
budget,
%, 2017.
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Cities’ rating: budget capacity

3083 som
Per capita–
Poverty line

30% transfers –
line of financial independence

cities – growth 
points

Cities by the budget capacity rating 
groups

POOR AND
DEPENDENT 

CITIES

Kemin
Talas

Kara-Kul
Kara-Suu
Karakol
Batken
Naryn

Toktogul

Osh Orlovka
Bishkek

Kant
Cholpon-Ata

Kaindy
Kadamjai

Jalal-Abad
Kara-Balta
Kyzyl-Kiya

Kochkor-Ata
Nookat

POOR AND 
INDEPENDENT CITIES

RICH AND 
DEPENDENT 

CITIES

RICH AND 
INDEPENDENT 

CITIES

Mailuu-Suu
Kok-Jangak

Shopokov
Kerben
Sulukta
Uzgen

Balykchy
Tash-
Kumyr

Aidarken
Isfana

Tokmok
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Budget sustainability rating of rural LSGs by 
rayons

2500сом per capita –
2501 line

2502 of poverty,
2 times higher

2503 minimum
2504 wage

Rayons by local budget sustainability 
rating

POOR AND DEPENDENT 
RAYONS

Alamedin
Sokuluk

Moskovskyi
Issyk-Ata

Chui
Issyk-Kul
Jety-Oguz
Ala-Buka
Panfilov
Manas

Kara-Suu
-

Chatkal
Kemin

POOR AND 
INDEPENDENT 

RAYONS

RICH AND 
DEPENDENT 

RAYONS

RICH AND 
INDEPENDENT 

RAYONS

Alai
Toguz-Toro

Jaiyl
Naryn

Chon-Alai
Ton

Bakai-Ata
Ak-Suu
Jumgal
Nooken
Nookat

At-Bashy
Kochkor

Kara-Buura
Tyup

Talas
Aravan

Kadamjai
Suzak
Uzgen
Leilek

Bazar-Korgon
Kara-Kulja

Batken
Ak-Suu
Toktogul
Ak-Talaa
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Gap in financing housing and utilities services: 
cities and rayons

Cities

Rural 

60 times – gap 

between leading cities and 
majority of other cities

gap between “poor” 
villages and “poor” 

cities

3,5 times

67 times
gap between 
“poor” villages and 
“rich” cities,
excluding Bishkek

Gap in financing housing and utilities services 
per 1sq.km of the city

Kok-Jangak

Tash-Kumyr

Cost of Housing and Utilities 
services per 1 sq.km

Kant
Isfana
Kochkor-Ata
Nookat
Kerben
Uzgen

10 cities at the 
end of the rating:
Karakol
Kyzyl-Kiya
Kara-Suu
Sulukta
Kemin
Batken
Tash-Kumyr
Kok-Jangak
Mailuu-Suu
Aidarken

Spend 2-3 
times less 
than 
Bishkek

16 times 
less
leading 
cities 
(excl. 
Bishkek
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Gap in financing of social protection 
issues

Cities Rural LSG

>25 times –

gap between the leader 
Naryn city and other 
cities, where spending is 
17 -25 som (for example, 
Kara-Suu (27 som), 
Toktogul (21 som)

Gap in financing of social
protection issues between the cities
and villages is not significant (2-3
times)

80 
times

Gap between 
Naryn and 

Manas rayon 
AAs spending 

Suzak

Manas, 3

Naryn, 240
Naryn

Kant

Batken

Bishkek

Kok-
Jangak

Isfana

Кarakol

Toktogul

Тokmok

Cholpon-
Ata

Lack of a unified policy and social 
protection system creates unequal 
conditions for citizens who need it

To implement the concept of “Cities as growth 
points”, review of inter-budgetary relations is 
needed

Most cities in Kyrgyzstan (23) belong to the poor group, but relatively
independent cities.

Of all the cities selected by "growth points", Kadamjai, Jalal-Abad, Kara-Balta
and Kochkor-Ata have sufficient budget capacity. At the same time, the others
in the pilot list are independent, but not rich enough to fulfill the mission of
growth points.

 State support is needed for some cities from the poor group, which would
allow them to increase the per capita budget income level to an acceptable
level.

 In 2017, incentive grants (370 million som) were used by cities for social
infrastructure facilities, it is necessary to increase financing for the
infrastructure of the housing and utilities sector. This will directly affect the
living conditions and environment for doing business in the cities
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Equalization policy for rural LSGs

1. Development rayons
In addition to cities of growth points, it is
necessary to identify areas of development.
The state can provide a considerable part of
incomes to these municipalities, so that they
can solve local issues and adequately finance
their development. Then AA in the
development rayons will be able to move into a
group of "rich and independent."

2. Reproduction areas
Rural LSGs with low income potential need
transfers in any case. It is necessary to close the
gap in financing socially important local issues.

Equalization for 
development

Equalization to
ensure 
constitutional 
guarantees

Recommendations for Jogorku Kenesh 
and Government of KR (1)

1. Identify different objectives of the budgetary provision 
equalizing policy for the rayons and cities of development 
and the rayons and cities of reproduction.

2. Depending on the purpose of equalization, revise the 
scheme for financing capital investments taking into 
account the balance of interests of the country and 
municipalities.

3. Include the criterion of budgetary security in working with 
cities – growth points aimed at removing them from the 
poor category.

4. Regardless of the purpose of equalization, take measures to 
reduce inequalities in financing important services for 
citizens and business (housing and utilities services - almost 
60 times, social protection - 27 times, culture - 100 times).
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Recommendations for Jogorku Kenesh and 
Government of KR (2)

5. Special attention should be paid to financing of culture 
and leisure in the cities of the regional significance of 
Batken, Jalal-Abad and Osh oblasts.

6. Regardless of the growth points, take measures to remove 
the poor cities from poverty - Uzgen, Balykchy, Tash-
Kumyr, Aidarken, Mailuu-Suu, Kok-Jangak.

7. Take measures to build a comprehensive planning system, 
which provides for a link between spatial planning, socio-
economic planning and budgetary security.


