SOCIAL SPHERE

POVERTY - THE OBSTACLE FOR HUMAN DEVELOPMENT

Durmg transition to the marker, fundamencal changes
in social and economic conditions take place. In our
ransition the conditions of life are changing. The
adaptation to changes involve large social costs to a
significant part of population which can be scen in a
worsening of the demographic situation and declining
quality of life for the majority of the population. More
and more people have poor health, shorter lifespans
and the birth rate is reduced. According to data of the
National Statistics Committee, the total expenditure
on health care has declined from 3.2 per cent of GDP
in 1998 to 2 per cent in 2002. The birth rate declined
‘from 25.6 in 1995 to 20.2 in 2002.

Let us outline the reported successes in economic
development. In the past three years, GDP grew on
average by 3.5 per cent annuallv, inflation fell and is
currently 23 per cent. In the agnculturc sector the
growth rate is 3.3 per cent and in the services sector
4.2 per cent. The difficult situation in the social sector
‘maintains a negative trend. Is it possible, with
constantly decreasing standards of living, to claim a
 significant reduction of poverty? The development of
“economy must be aimed first at the improvement of
life, to welfare and the protection of each person’s
interests. The transition of the country’s economy to
the market structure has unfortunately involved big
losses in the social sphere.

~ Poverty has been one of the critical problems for our
State for many years. Surprisingly, a majority of the
- poor are well- educated peéople, who before the
reforms had regular work and hoped that retirement
would be well provided. According to the official
statistics, the level of poverty is at about 45 per cent
{see table 1). However, in out opinion, these data are
 rather underestimated. The scale of poverty continues
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to remain very high. Let us take 2 simple example.
According to the State Secretary, O. Ibraimov: "The
total number of poor families in the Republic exceeds
500 thousand"[1]. If one assumes that on average the
Kyrgyz family consists of five people (parents and
three children) then, after multiplying 500 thousand
persons by 5 we obgain 2,500,000 persons, who can be
attributed poor. The Information Agency, “Kabar”
states that on 1 July 2003, the population of
Kyrgyzstan totaled 5.36 million. The simple
calculation indicates that poor population in the
Republic comprises 49.7 per cent.

Table 1. Poverty level (per cent of total population)

1998 | 1999 | 2000 | 2001 | 2002
Poverty level, | 54.9 | 553 | 52 | 47.6 | 44.4 |
%o
Abject poverty | - - | 178 | 135 | 138
level, %

Source: the National Statistics Committse

It is possible to make calculations of the number of
poor using more precise methods. Objective methods
of poverty measurement consider incomes and
consumption, and poverty is measured using the
minimum consumpuon basket. The minimum
consumpuon basket in 2002 was 1,404.8 som per
capita.

The population of the Republic at the end of 2002
totaled 4,984,000 persons of which: pensioners
comprised 535 thousand people or 11.1 per cent. The
average size of the monthly pension is 560.9 som with
the minimum consumption budget of pensioners —
1,144.5 som; the registered unemployed by the state
employment agencies is 60.2 thousand persons or 1.2
per cent. Of those, only 5.4 thousand people receive
unemployment benefit and the size of the benefit is
375 som per month (State Employment Agency); the
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numbet of employed petsons is 1,813,600 persons of
which 1,424,600 receive wages lower than the
minimum consumption budger, and constitute 28.6
per cent (Graph 1). The average monthly wage is
1,6844 som; the population younger than the
working age dependent on maintenance by parents is
1,755,200 or 35.2 per cent of the population.

By simple arithmetic operations, we obtain 3,795,000
persons (555 + 60.2 + 1,424.6 + 1,755.2) or 76.1 per
cent below the minimum of consumption basket
(taking into consideration that the minimum
consumptibn budget is not a poverty line). The same
calculations we performed for the period from 1998
to 2001 (results obtained are presented in graph 3).

Graph L Population, by sectors, receiving wages
lower than the minimum consumption budget
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Graph 1 shows, that persons occupied in agriculture
and in the social sectors (education and health)
receive very low wages. At current levels of average
wage payment for labor in the country, with earnings
of doctors and teachers several times lower than the
minimum consumption budget, we can only declare

Table 2. Minimum Consumption Basket 1998 - 2002

extremely miserable situations of the professional
groups in the population of the Republic.

The minimum consumption budget of pensionets
requires special attention. Criteria and indices to
estimate the value of the minimum consumption ;
budget of pensioners were separately developed and
investigation conducted of why this value is lower
than the average value of minimum consumption
budget. Pensioners is a category of the population that
requires higher attention both from the State and
society. They need better diet, quality medical
products, and good living conditions. Unfortunately,
our pensioners are forced to lead a beggarly existence.

As already mentioned, poverty is determined by the
value of the minimum consumption budget. To
determine the bounds of poverty the ratio between
the minimum consumption budget and the average
per capita income is widely used in international
practice. Thus, in countries of the Ruropean Union 2
person with an income of less than 50 per cent of
average income is considered to be poot.

In our Republic, the minimum consumption budget is
calculated on the basis of technical specifications of
the Ministry of Labor and Social Protection in
accordance with the Minimum Consumption Budget
Law dated 6 May 1993. The minimam consumption
basket is a set of goods and services, in quantity and
monetaty values, which provide a person with
consumption at the level recognized by the society as
the minimum. Tt serves as the basis to determine
minimum wages, pensions, allowances, scholarships
and other social payments. The values of minimum
consumption basket, wages and pensions from 1998
tc 2002 are represented in Table 2.

1998 1999 2000 * 2001 2002
Minimal consumer budget 799.3 1097.1 1205.3 1316.5 1 4048
Minimum consumpn'nn budget of able-bodied citizens, 940.3 12770 14341 1 560.2 1646.2
Som per month
Monthly nominal ! wage Som per monch 840.6 1049.9 12270 14551 16844
M'miz;:um consumption budget of pensioners, Som per 638.5 868.5 10145 10983 11445
mont
Average monthly pension, Som per month 3777 » 385.0 462.0 558.0 560.9
Average per capita monetary income Som per maonch 411.2 557.3 716.2 859.9 882.6
Minmal wage, Som per month 100.0 100.0 1400.0 100.0 100,
1aflation (CPT) 116.8 139.9 109.6 103.7 102.3




Poverty — the Obstacle for Human Development

The decrease in the ratio of the average wage 1o the
minimum consumption budget is an indication of the
weakening of the purchasing power of the wage.
From 1998 to 2002 the minimum consumption
budget increased by 76 per cent, but the capacity of
wages purchase goods in the minimum
consumption basket is falling. The purchasing
capacity of the minimum wage is also falling. The
Government stresses the need to fight against poverty
but for morte than five vears the minimum wage has
been reraingd at the level of 100 soms and has not
been adjusted for inflation. We have to keep in mind
that the minimum size of wages is used in calculating
the payment rates of workers and also for determining
benefits, scholarships and other social payments. For
the last five years, the size' of the minimum wage

to

lagged considerably behind the value of the minimum :

consumption budget and in 2002 it amounted to only
7 per cent, It has completely lost social and economic
meaning and for this reason it cannot be considered
as a calculating unit to define the level of social
payments. Thus, we can state that at present the size
of the minimum wage does nor fulfill its social and
economic functions.

In this connection, the example of the USA is
interesting. In the preparation of legislation on
minimum wages in 1913 the base was taken as the
budget of a single working woman without
dependants, calculated to restore her capability to
work. This included food products on the basis of
their nourishment value and needs for clothing, foot-
wear, moderately-priced type housing and some
clements of medical and social needs. In Russia the
new rate of the minimum wage is 600 rubles and valid
as of 1 October of 2003. This was already the fifth
increase of the minimum wage in the last ten years. In
Kazakhstan, from 1 January 2003 the minimum wage
was rated at the minimum consumption budger [2]. In
out country in 2002, the average monthly per capita
nominal income was 882.6 som which is less than 63
per cent of the size of the minimum consumption
basket. As the Minister of Finance, B. Abildayey,
recently reported (Information Agency “Kabar”,
06.10.2003) in 1.5 to 2 years the minimum wage will

increase by 100 per cent and will be 200 som.
However, how effective will this increase be?

As a rule, to determine the poverty level the method
of consumption basket formation is used that
guarantees a minimum standard of living and provides
for both basic physiological and some social needs.
Absolute poverty is expressed in the inability of the
family to satisfy basic needs in food, clothing, and
housing with their current income. Thus, a person is
considered to be poor when income is less than a
certain established minimum. This minimum is called
the poverty line2,

In Soviet times, the minimum consumption budget
calculations were based on the minimum daily
consumption of 2500 calories. The Jogorku Kenesh
(Parliament) approved the standard of the energy
value of products in the consumption basket to obtain
2,249 cal. per day. The efficient caloties are obtained
by increased volume of bread and potatoes. Tt is
recommended to consume 50 kg of meat per year, but
the standard of living of 80 per cent of the population
declined so, not all the people can allow themselves to
buy meat [3]. That we have poor nourishment is a
recognized fact, But the minimum consumption
basket consists not only of food products. Necessary
social goods and services are also included in addition
to the set of 25 basic food products, 9 main services
(city transport, rent, utilities) and 3 nonfood items
(soaps and washing powder). Although, what is the
sense to talk about payment of services, when our
population cannot buy the minimum set of food
products. As academician T. Koychuev noted: "in
Kytgyzstan the minimum consumption basket reflects
not so much the poverty level, as the lowest limit,
beyond which it is extreme poverty, the misery, when
household cannot meet the minimum needs for food"
[4].

* To determine the poverty line the consumption basket
and its cost are determined. The set of 25 basic food
products included in the consumption basket are selected
according o the standards in line with the minimum

-necessary consumption. The norms used in this set are
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Table 3. Average per capita income Som and $US in 2002

Average per capita I Average per capita Average per Population
monthly income, monthly income, capita income,
soms sUS $US a day thousid Pt pent
Iess than 100 2,13 0.07 40,9 0.82
100 - 250 5,32 0,17 508,7 10.20
250 - 350 7,45 0,24 5155 10.34
350-450 9,39 031 5233 10.49
450-550 11,72 0,39 4815 9.66
550-650 13.85 0,46 4231 8.48
i 650- 750 1598 0,53 3633 7.28
750-850 18,11 0,60 3084 6.18
850-1000 21,31 0,71 3750 7.52
1000- 1500 31,96 1,06 742,6 14.89
1500 — 2000 42,62 1,42 3355 6.73
kL O f s 4617,8 92.64%
More than 2000 | | 3754 7.53%

Calislated by antbor, niing data of the Nattonal Stateitics Committee

T'o the basic criteria of poverty is also included the
income per capita. Let us analyze the situation. We
calculate the ratio of the number of people with
income less than the minimum consumption budget,
to the total population of Kyrgyzstan {Table 4). In
2002, the minimum consumption budget was 1,404.8
soms. Since the National Statistical Committee
accepts the special scale of per capita income ranges
(Table 3) therefore it is difficult to establish precisely

the number of people with income less than 1,404.8
soms. In our calculations we artificially lowered the
minimum consumption budget and calculated the
number of people with monthly income less than
1000 soms (Table 4). Therefore, a large part of the
population drops out of the calculation. We
conducted similar calculations for the period fro
1998 to 2001. :

Table 4. Population receiving average monthly per capita income below the minimum consumption budget

Population of the Minimum Population receiving average monthly below
Republic, consumption the minimum consumption budget
thousands budget, som

persons ; thousand persons per cent
1998 4,806,1 799.3 4,166,5* 86.69
1999 4,822.9 1,097.1 4278,1% 887
2000 4.907,6 1,205.3 3.915,7%* 79.8
2001 ¢ 4,946,5 1,316.3 3.642,04* 73.6
2002 4,984,4 1,404.8 3,539, 7+« i 71

* Population with average monthly per capila income less than 750 som

¥* Population with average monthly per capita income less than 1000 som
Calculated by author, using data of the National Statistics Cofumitee
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Table 3. Average per capita income Som and $US in 2002

Average per capita Av;mge per capita Av.'era‘ge per Population
monll:ly m:;come, momhgj ?mmc, ca;sx{;vé 1:::;:;1:, ot Hekret
Less than 100 2,13 0,07 409 0.82

100 - 250 532 0,17 508,7 10.20
250 - 350 7,45 0,24 5155 10.34
350.450 9,59 .31 5233 10.49

450-550 11,72 0,39 4813 " 966
350650 13,85 0,46 4231 8.48
650- 750 15,98 0,53 3633 7.28
750-850 18,11 0,60 3084 6.18
850-1000 21,31 0,71 75.0 7.52
1000- 1500 31,96 1.06 42,6 14.89
1500 - 2000 42,62 1,42 3355 6.73
SFAL 46178 92.64%
More than 2000 | | " 3754 7.53%

Cabenlated by athor, wsing data of the National Statistics Committee

To the basic criteria of poverty is also included the
income pet capita. Let us analyze the situation. We
calculate the ratio of the number of people with
income less than the minimum consumption budget,
to the total population of Kyrgyzstan (Table 4). In
2002, the minimum consumption budget was 1,404.8
soms. Since the National Statistical Committee
accepts the special scale of per capita income ranges
(Table 3) therefore it is difficult to establish precisely

the number of people with income less than 1,404.8
soms. In our calculations we artificially lowered the
minimum consumption budget and calculated the
number of people with monthly income less than
1000 soms (Table 4). Therefore, a large part of the
population drops out of the calculation. We
conducted similar calculations for the period from
1998 to 2001.

Table 4. Population teceiving average monthly per capita income below the minimum consumption budget

Population of the Minimum Population receiving average monthly below
P P CIving averag y
Republic, consumption the minimum consumption budget
thousands budget, som
persons v thousand persons per cent
1998 4,806,1 799.3 4,166,5% 86.69
1999 4,822.9 1,097.1 4278,1%= 887
2000 4.907,6 1,205.3 3,915 T4+ FL R
2001 4,946,5 1,316.5 36429+ 73.6
L2002 |" 40844 14048 3,539,7% 7

* Popuiation with aserage monthiy per eapita income sy than 750 som

** Popuation with average monthiy per capita income less than 1000 som
Caleulated by author, using data of the National Statistics ¢ omml‘m:c






