The 2022 Global Philanthropy Environment Index

Expert: Dinara Musabekova
Institutional Affiliation: University of Central Asia

With contributions from staff at the Indiana University Lilly Family School of Philanthropy

QUICK FACTS

INDIANA UNIVERSITY
Lilly Family School of Philanthropy

Kyrgyz Republic

Legal forms of philanthropic organizations included in the law: Association, Foundation

Five main social issues addressed by these organizations: Animals, Basic Needs, Food, Health

and Medical Research, Religion

Average time established by law to register a philanthropic organization: 31-60 days

Average cost for registering a philanthropic organization: USD 50

Government levels primarily regulating the incorporation of philanthropic organizations:
Central/Federal Government

Philanthropic Environment Scores:

Ease Of Cross-Border e . Socio-
. Tax . . Political Economic Overall
Year | Operating . Philanthropic . . Cultural
Incentives Environment | Environment . Score
A PO Flows Environment
2022
GPEI 4.00 3.00 3.50 2.50 2.00 3.00 3.00
2018
GPEI 417 3.25 3.00 3.00 N.A. 2.50 3.18

Source: Indiana University Lilly Family School of Philanthropy, 2022 Global Philanthropy Environment Index
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Key Findings

I. Formation/Registration, Operations, Dissolution of a Philanthropic Organization (PO)

The three indicator questions in this section pertain to the laws and regulations governing
philanthropic organizations (POs). The scoring questions for this category cover three aspects of

regulations: (A) formation and registration; (B) operations; and (C) dissolution.

Question One: To what extent can individuals form and incorporate the organizations defined?

| Score: 4.5

Kyrgyzstan is the most free country in Central Asia and Individuals are mostly free to form
organizations. The registration process is somewhat demanding, requiring numerous documents
with bureaucratic procedures. However, the Ministry of Justice is consistent and apolitical. For more
information, please see the 2018 Kyrgyz Republic Country Report available here:
https://scholarworks.iupui.edu/handle/1805/15990

Question Two: To what extent are POs free to operate without excessive government interference?

Score: 3.5

In Kyrgyzstan, most nonprofit organizations refrain from seeking to obtain a charitable status, since
they will be obliged by law to spend 98 percent of their income on a charitable purpose or purposes
within a year after receiving the donations, and thus leaving only 2 percent of this income to cover
general overhead costs, including the salaries of personnel (Law on Philanthropy, Article 9). For
more information, please see the 2018 Kyrgyz Republic Country Report available here:
https://scholarworks.iupui.edu/handle/1805/15990

Question Three: To what extent is there government discretion in shutting down POs?

Score: 4.0

Since last year, legislative initiatives have begun on the part of deputies to control public
organizations, up to the liquidation of the organization unilaterally, but all attempts were repelled by
civil society and donors. For more information, please see the 2018 Kyrgyz Republic Country Report
available here: https://scholarworks.iupui.edu/handle/1805/15990

II. Domestic Tax and Fiscal Issues

The two questions in this section pertain to laws and regulations governing the fiscal constraints of
giving and receiving donations domestically.
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Question Four: To what extent is the tax system favorable to making charitable donations?

Score: 3.0

The tax code of the Kyrgyz Republic is not favorable to the development of a strong charitable sector.
Article 208 of the Tax Code allows for corporations and individual entrepreneurs to have 10 percent
of their taxable income to be transferred to a charitable organization, as well as to organizations of
sports and culture, regardless of the form of their property, and this amount can be deducted from
the overall annual income. However, civil society organizations may engage in economic and
income-generating activities to support their agendas, but they will be obliged to pay the same tax
rates as business enterprises. This situation appears to be in sharp contrast to the situation in
Western countries where governments aim to support the growth of charitable institutions through
tax relief and even direct contributions. Accordingly, financial viability becomes the most significant
issue facing civil society organizations (CSOs) in Kyrgyzstan. Philanthropy and crowdfunding are
practically non-existent. CSOs are not proactively engaged in philanthropy development programs,
while individuals rarely make donations to nonprofit organizations. Largely due to a lack of tax
incentives, only a few large businesses allocate funds to social projects, and these companies tend
to channel their resources directly to the beneficiaries themselves, rather than through charities.

Question Five: To what extent is the tax system favorable to POs in receiving charitable donations?

Score: 3.0

The problem is that organizations can receive tax benefits, but they must get the status of a charitable
organization, while 98 percent of their budget must be spent on charity and only 2 percent on
administrative expenses, unless another distribution has been agreed upon. This restriction does not
encourage the development of charitable organizations, as this 2 percent rarely can cover all
administrative costs, which includes staff compensation. Therefore, many choose other forms of
legal registration, which often don’t carry the same tax benefits. For example, CSOs are subject to
the same taxes as enterprises (USAID, 2014).

lll. Cross-Border Philanthropic Flows
The two questions in this section concern laws and regulations governing the fiscal constraints of
giving and receiving cross-border donations. The scoring for these questions pertains to the donor

and receiving entities.

Question Six: To what extent is the legal regulatory environment favorable to sending cross-border
donations?

Score: 4.0

No changes have been introduced since 2018. For detailed information, please refer to the 2018
Kyrgyz Republic Country Report here: https://scholarworks.iupui.edu/handle/1805/15990
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Question Seven: To what extent is the legal regulatory environment favorable to receiving cross-
border donations?

Score: 3.0

Institutional donors register their development programs with the Ministry of Economy of the Kyrgyz
Republic and are exempt from taxes. As for private donors, they are mostly religious organizations
that carry money in cash, often illegally. For more information, please see the 2018 Kyrgyz Republic
Country Report available here: https://scholarworks.iupui.edu/handle/1805/15990

IV. Political Environment

The four indicator questions in the next three sections concern the political context, economic
conditions, and socio-cultural characteristics that influence the environment for philanthropy.

Question Eight: To what extent is the political environment favorable for philanthropy?

Score: 2.5

In the last 10 years, negative attitudes toward civil sector have become more widespread, and also,
many of them have been branded as foreign agents. During the pandemic, charities have been
extremely helpful in raising funds and helping vulnerable populations, but the government does not
recognize their role. Members of parliament, under pressure from the President's office, have
frequently initiated a bill against non-governmental organizations (NGOs), offering additional
reporting and control over them.

Question Nine: To what extent are public policies and practices favorable for philanthropy?

Score: 2.5

The state does not initiate any actions to improve the philanthropy ecosystem. ICNL, with the
participation of charitable organizations, initiated a new law on charity and submitted it to the deputies
for consideration. Consideration of the new law is planned for next year.

V. Economic Environment

Question Ten: To what extent is the economic context favorable for philanthropy?

Score: 2.0

In the Doing Business 2020 ranking, Kyrgyzstan ranked 80th. In the 2019 ranking, Kyrgyzstan was
ranked 70th. For comparison, neighboring Kazakhstan took the 25th place in the rating; Russia, the
28th; Uzbekistan was in 69th place; and Tajikistan took the 106th position. The Corruption
Perception Index 2020 (CPI), published by Transparency International, shows that deep-rooted
corruption is undermining health systems and exacerbating violations of democratic principles amid
the COVID-19 pandemic. The Kyrgyz Republic ranked 124th out of 180 countries in the Corruption
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Perception Index for 2020 (CPI-2020), which is compiled every year by Transparency International.
Kyrgyzstan received 31 points out of 100.

VI. Socio-Cultural Environment

Question Eleven: To what extent are socio-cultural values and practices favorable for philanthropy?

Score: 3.0

Non-institutionalized philanthropy is prevalent due to the lack of charity organizations. Charitable
activities in Kyrgyzstan are gaining popularity, which may be explained by religious and cultural
traditions, along with the rise of well-off social groups. However, the legal sector of charity has been
regulated since 1999. The Law on Philanthropy and Charitable Activities adopted on November 6,
1999, was the first piece of legislation that attempted to regulate the charity sector in Kyrgyzstan.
This law stipulates that a nonprofit organization can seek the status of a charitable organization.
Passage of this law provided for the first time the legal definitions for the terms ‘philanthropy,’
‘charitable activity,” and ‘charitable organizations.’ As the law indicated, philanthropy shall be viewed
as unselfish and free-of-charge assistance carried out by citizens or legal entities in the spheres of
art, science, culture and education, and awareness-raising, expressed in transfer to citizens or legal
entities of property, including cash means. The law stipulates that philanthropy shall be carried out
for the preservation, creation, and dissemination of spiritual values in the society and thus promote
the development of creativity and spirituality of an individual. It specifically outlines that charitable
activities have to be governed by the following purposes: social support and protection of citizens;
assistance to victims of conflicts or natural and other disasters; promotion of social cohesion;
development of education, science, culture, and art; protection of maternity and childhood;
advancement of citizens’ well-being and healthy lifestyle; protection of the environment and animals;
and preservation of historical, cultural, religious, or environmental heritage. As for international
charitable activity, the law stipulates that international charitable activity shall not contradict norms
and principles of the international law and legislation of the Kyrgyz Republic.

VII. Future of Philanthropy

These questions are used to provide a general picture of the future of philanthropy in this country,
as well as recommendations to improve the philanthropic environment.

Current state of the philanthropic sector

Limited Public Awareness. Unlike philanthropy, charity is the act of instant relief to mitigate
immediate repercussions. Charity commonly occurs in the form of welfare distribution such as the
provision of food, shelter, or money. Many individuals, organizations, and companies appreciate the
need to advance public goods, but limited public awareness about the root causes of social issues,
the work of civil society organizations, and non-financial forms of support confine both the scope and
impact of charitable activities.

Lack of Monitoring and Evaluation. The impacts of one-time or short-term charitable activities are

difficult to measure. While local and international charitable organizations operating in Central Asia
are required to publish reports on their activities and expenditures, these reports rarely examine the
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long-term sustainability or impact of their work. This can be attributed in part to the limited monitoring
and evaluation capacity in some organizations, as well as a lack of demand for greater NGO
accountability from the general public.

Lack of Public Trust. At the same time, there is widespread suspicion about how funds and items
donated to charity are actually used. These concerns are stoked by occasional reports of
misappropriation of donations or grant funds, and even temporary NGO registration for the purpose
of accessing funds under false pretenses. At the same time, a lack of trust in charitable activities
also stems from a lack of awareness about the work of civil society organizations. In addition,
corruption in public and private social service delivery fuels further doubts.

Three major recent events affecting the philanthropic landscape between January 2018 and
December 2020

1. The initiation of amendments in December 2019 around updating the Law on Philanthropy and
Charity, and increasing reporting requirements (paused due to COVID in 2020);

2. “Kyrgyz Revolution of 2020”: intense outcry after accusations of the sitting president Sooronbay
Jeenbekov and other parties rigging voting, following months of violence and protests, which
resulted in the rise of the populist opposition leader Sadyr Japarov;

3. A newly proposed constitution was pushed through following the contested elections and resulting
political upset in October 2020, as it could return the country to a system of strong presidential
rules (Putz 2021).

Future development trends in the philanthropic landscape

The discussion of the philanthropy culture in Kyrgyzstan, the favorable environment for it, formation

and promotion of the appropriate discourse based both on advanced international experience and

on traditions and values of charity and mutual assistance that are a part of Kyrgyz culture and society.

Building the infrastructure necessary for philanthropy to operate and succeed is challenging. The

first of those challenges is to increase the recognition of the important role of the institutions

dedicated to this task, the value of whose work often goes unrecognized.

o "What is philanthropy?" — discussion of the law with tax incentives

e What are the opportunities for collaboration between University of Central Asia (UCA) and
business partners?

e What opportunities exist for augmenting/sharing/promoting philanthropy?

¢ What opportunities exist for funding charity organizations?

Three key recommendations to improve the environment for philanthropy

e Develop legislative and regulatory environments for philanthropy. This aim is a sustained
approach to understanding, monitoring and impacting changes in legal and regulatory
frameworks, and their practical application. Identified inconsistencies in the legislation will help
harmonize tax legislation and financial/non- financial incentives to encourage the development
of philanthropy in the Central Asia region.

e Equip philanthropy actors with skills to develop this sector, to foster the development and
application of necessary skills among philanthropists. Recognizing the rapidly changing



THE 2022 GLOBAL PHILANTHROPY ENVIRONMENT INDEX

demands, philanthropists will be equipped with the skills needed for active and meaningful
engagement in public life and for a longer-term citizen engagement.

e Establish diverse pathways for citizen participation in philanthropy. Promote multiple pathways
for citizen participation in public, private, and civil sectors. These practical citizen engagement
opportunities will provide direct and meaningful entry points for lasting dialogues, debates,
decision-making, and problem-solving in philanthropy.

VIII. Philanthropic Response to COVID-19

These questions are used to provide a general picture of the philanthropic response to the COVID-
19 pandemic in thisr country and recommendations for improving cross-sectoral collaboration.

Areas where the nonprofit sector and philanthropy are playing a role in responding to COVID-19

The period of self-isolation stimulated NGOs to actively implement online employee training in their
work, and a third of organizations came up with services to support beneficiaries in an online format.
At the same time, half of the NGOs are in limbo; their projects have been postponed indefinitely.
NGOs have no experience in collecting online donations or with online fundraising tools.

Innovation and new trends in the nonprofit sector and philanthropy related to COVID-19 responses

E-wallets; payment terminals; mobile SMS services; local crowdfunding platforms (Apake.kg and
Hope.kg)

Impact of COVID-19 on the philanthropic environment

During the pandemic, there has been more activity on the part of volunteers and businesses, and to
a lesser extent charities. With donations from the general population, volunteers buy protective
equipment and medicines, food and necessities for the poorest people.

Anticipated impact of COVID-19 on the philanthropic environment in 2021

Although COVID-19 provided a chance for POs to provide meaningful help in the country, the
government is still very skeptical of their role within the society and has been slow to openly
acknowledge their efforts. Additionally, continued efforts to make their operations more difficult are
unlikely to go away, even in the short term.
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