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Protecting Vulnerable Families in Central Asia:
Poverty, vulnerability and the impact of the economic crisis
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Abstract: Since the end of 2007, countries in Central Asia have been struck by two major
consecutive shocks: the food and fuel price increase in 2007-08, and the global economic and
financial crisis that began at the end of 2008. Households, both poor and not poor, are directly
and adversely affected by the crisis. The multi-dimensionality of the crises and the volatile
economic environment challenge the ability of vulnerable households to cope and to maintain
their living standards. Social protection programmes play an important role in the response to
a crisis. This paper provides an overview of the social and economic vulnerabilities of
households with children in the five Central Asian countries, and assesses the ability of
national social protection systems to address these, with the main focus on the role of non-
contributory cash transfers financed from general government revenues. The paper concludes
that the existing social cash transfer systems are not effective in addressing the needs of poor
and vulnerable children and families in Central Asia. Limited coverage together with limited
funding reduces the potential poverty reduction impact of the programmes. The paper
discusses potential strategies for improving existing systems by consolidating and protecting
government spending, streamlining existing benefits and transfers, improving the
identification of beneficiaries and strengthening administration, monitoring and evaluation
systems.
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3ammTa ysa3BuMbIX ceMeil B LleHTpaabHO# A3um: 0eIHOCTb, YA3BUMOCTD H
BO3/1eilicTBHE IKOHOMHYECKOI0 KPU3HUCcAa.

®pannucka ['accMann

Beicmas mkona ynpasienus r. Maactpuxr, <franziska.gassmann@maastrichtuniversity.nl>

Te3ucbl: C oxonuanus 2007 roga crpanbl LleHTpanbHOM A3un ObUIM MOTPSACEHBI ABYMS
TJIaBHBIMU COOBITHSIMH, TIOCTEIOBABLUIMMH APYT 32 IPYrOM: MOBBHIIMICHHE IIEH Ha MPOIYKTHI
nuTaHus U Ha TorumBO B 2007-8 romax W riioOanbHBI SKOHOMHYECKHH M (DMHAHCOBBIN
Kpu3uc, KoTopbld Hawaicsi B koHue 2008 roma. Kpuszuc okazanm HENoCpeaCTBEHHOE
HEeOJIaronpusaTHOE BO3/ICHCTBIE KaK Ha MaJOUMYIIHE, TaK U Ha 0J1arocoCTOSTEIbHBIE CEMBH.
MHOroacneKTHOCTh KpHU3Uca U TMOCTOSIHHO MEHSIOMIAsCS SKOHOMHMYECKash CUTYaIUsl CTaBsIT
M0JT YTrpo3y CcIab03alHUIICHHYIO CIIOCOOHOCTh CEMEH CIIPABISATHCS C CUTyallueil M COXPaHsTh
ypoBeHb KHU3HU. [IporpaMMbl 1O coOUManbHOW 3alllUTEe WIPAOT BAXKHYIO pOIb B
pearupoBanuu Ha Kpu3uc. JlanHas paboTa BKIIOYaeT 0030p COIUAIBHBIX U YKOHOMUYECKUX
cabbIX CTOPOH ceMeil ¢ neThMH B maATH cTpaHax LleHTpanpbHOW A3MM U OLEHUBAET
BO3MO>KHOCTh CHCTEM HAllMOHAJIbHOM COLIMAIbHON 3alllUThl B PELLIEHUU JAHHBIX BOIIPOCOB, C
OCHOBHBIM (POKYCOM Ha pOJM TEpeBOAa JIEHEKHBIX CPEACTB, HE MpPeaycMaTpPUBAIOIIUX
B3HOCOB, (PMHAHCHUPYEMBIX M3 JIOXOJ0B HAIIMOHAJIHHOTO MPABUTEILCTBA. B manHO# pabote
MIOIBOJUTCSI UTOT, YTO CYHIECTBYIOIAs COLMAJIbHAS CHCTEMA IEPEBOJA JIEHEXKHBIX CPEICTB
He sBJseTcs 3pPEKTUBHON AJIs 3alIUThl HHTEPECOB MAJIOMMYILIUX U HE3AIIUIICHHBIX JeTel U
cemei B lleHTpasbHON Asuu. OrpaHuuyeHHas CTENEHb OXBaTa B COYETAHHH C
OTpaHUYEHHBIMU CpPEACTBAMH (PUHAHCHPOBAHMS YMEHbBINAET MOTEHIUAIBHOE BIIUSHUE
nporpaM IO yMeHblIeHUI0 OenHocTu. JlaHHas paboTa paccMaTpuBaeT MOTEHLUAIbHBIE
CTpaTeruy Mo YIYYIIEHHUIO CYIIECTBYIOUIMX CHUCTEM IYTEM KOHCOJIMAMPOBAHMS U 3allUTHI
roCyIapCTBEHHBIX PacXO0B, ONTHUMM3ALMH CYIIECTBYIOLIMX JbIOT U NEPEBOJOB JIECHEKHBIX
CPEICTB,  YJIY4YIUIEHUS  WACHTU(PUKAIUU  JbIOTHUKOB U  YXKECTOUEHHS]  CHUCTEM
aJIMMHHUCTPUPOBAHUS, MOHUTOPUHTIA U OLIEHKH.

Oma cmamvs Ovina 3axazana Eodunuyei Coyuanvno-sxonomuuecxou Ilorumuku PecuonanbHo2o
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1. INTRODUCTION

Since the end of 2007, the five countries in Central Asia® had to face two major consecutive
shocks: the food and fuel price increase in 2007-08, and the global economic and financial
crisis that started at the end of 2008. Households, both poor and not poor, are directly and
adversely affected by the crisis. Kazakhstan, Kyrgyzstan and Tajikistan were especially hard
hit (World Bank 2010b). In many countries in the region, inflation rose by almost 20 per cent
in 2008. The worst seems to be over. Economies are slowly recovering from the global
economic crisis as recent data indicate (IMF 2010a, 2010b). However, labour markets may
remain under pressure for a while. High food and fuel prices are likely to persist. While the
global economic crisis brought the first spike in food prices (early 2008) to a halt,
international prices for staple food such as cereals rose again sharply in the second half of
2010 (Ortiz et al. 2011).2

Between 1998 and 2006 the major reduction in poverty in the region was driven by growth in
average incomes and rising real wages among the working poor (World Bank 2010b) but this
trend came to a halt after the food and fuel crisis took hold at the end of 2007 and early 2008.
The recent crises may affect human development in different ways: by halting or even
reversing the poverty trends, worsening food security, reducing the utilization of education
and health services and by depleting the productive assets of the poor (World Bank 2008).
Reduction in the use of education and health services and the depletion of assets by the poor
will have long-lasting effects.

The world is going through a period of economic volatility with crises hitting households at
various levels. First was the food and fuel price crisis which seemed to have abated in 2009,
but resumed in late 2010. The global economic and financial crisis, which affected
households through incomes, employment and remittances, is presumably over as indicated
by positive growth rates and recovering remittances. Finally, natural disasters and internal
conflicts further threaten fragile economies. The multi-dimensionality of the crises and the
volatile economic environment challenge vulnerable households’ ability to cope and maintain
their living standards.

Social protection programmes play an important role in the response to a crisis. They help
households maintain access to food, energy, education and health. They support families,
individuals and communities to better manage risks by helping to prevent, mitigate and cope
with adverse events. The objectives of social protection are to reduce poverty and
vulnerability, reduce inequality of living standards and opportunities, enhance consumption
by smoothing the capacities of individuals and households, enable households to manage
risks, and redistribute income between groups and/or over the life cycle. The countries in
Central Asia all have social protection systems in place, though the relevance, focus and mix
of instruments varies.

! Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan and Uzbekistan.
? In Tajikistan, for example, the local food price index increased by almost 35 per cent between May and
November 2010 (Ortiz et.al. 2011).



Starting in 2007, the CARRA (Central Asia Risk Reduction Assessment) process brings
together major development partners including ECE, WB, ADB, the UN system and bilateral
donors. It provides a forum for the assessment of development risks (especially around the
interplay of vulnerability to natural disasters with potential political conflict, with respect to
water, energy and ethnicity) and for improving coordination around the
development/humanitarian nexus.

In 2009, the forum was broadened further to include social policy, and social protection in
particular, as a way of recognizing the real vulnerabilities at household level that come from
poverty, access to poor quality services, ineffective social protection systems, and the impact
of migration and remittances. This paper aims to contribute to the discussion on social policy
effectiveness, particularly in terms of mitigating the impact of high food and energy prices on
vulnerable households.

Objective of the paper

The objective of this paper is to provide an overview of the social and economic
vulnerabilities of households with children in the five Central Asian countries, and to assess
the ability of national social protection systems in addressing these, with the main focus on
the role of non-contributory cash transfers. The findings will support the CARRA process by
identifying priority areas for future coordinated actions in that context. Finally, the paper
aims at identifying data and knowledge gaps and making suggestions for future research.

More specifically the paper aims at addressing the following questions:

. To what extent are existing vulnerabilities of children and their families in a number
of dimensions (poverty, food, energy) in the five Central Asian countries being addressed by
the existing social protection systems?

J What are the underlying factors hindering or facilitating the ability of social protection
systems from addressing vulnerabilities?

Scope of the paper

Social protection covers a broad array of instruments and includes social insurance systems,
labour market policies, and social safety nets.® The focus in this paper is on non-contributory
social cash transfers which are considered to be the main social protection instruments
targeted specifically at poor and vulnerable households, and which are financed from general
government revenues. Eligibility for non-contributory transfers does not depend on
employment records and contributions made in the past. Rather, they function as a safety net
or act as a form of last resort assistance. Eligibility is defined either based on categorical
indicators or on needs.

® Note that there is no single definition of social protection. The ILO definition further includes the provision of
health care (ILO 2010:13), while, for example, the World Bank treats labour market policies separately from
social protection (Grosh et al. 2008:5).



The need for non-contributory social assistance schemes depends directly on the availability
of other social protection instruments. The presence of pensions, disability and other social
insurance programmes or labour market policies, such as unemployment benefits or active
labour market programmes minimizes the need for social assistance in the event of a shock.”
Although pensions primarily serve the objective of income redistribution over a lifetime,’
they play an important role in poverty reduction. In the absence of pensions, poverty rates
would be significantly higher. For example, in the Kyrgyz Republic absolute poverty would
have been almost five percentage points higher in 2005 in the absence of pensions (World
Bank, 2009¢). As such, a strong argument can be made in favour of basic social pension
schemes, as also promoted by the Social Protection Floor Initiative (ILO, 2010). But pensions
are not an adequate instrument for addressing income shocks triggered by macro-economic
crises or natural disasters.

The focus of this paper is on the recent global economic crises. It does not directly discuss the
impact of natural disasters or political events that took place in the region. The food and fuel
crisis and the subsequent economic crisis were triggered by global events. All countries in the
region were affected. This allows the analysis of commonalities and differences between the
countries in terms of the impact on child well-being and the social protection policy
responses adopted.

Finally, this paper is based on an extensive review of existing literature, including published
and unpublished material from various sources. It does not contain any original data analysis
and is therefore limited.

Structure of the paper

The next section provides the context for this study summarizing the main macro-economic
and fiscal trends. Section three presents the available evidence on family and child poverty
and vulnerability focusing on monetary poverty, food poverty and material deprivation. The
capacity of existing non-contributory social cash transfer schemes to support poor and
vulnerable households before and during the crisis is discussed in section four. Section five
presents avenues of reform to strengthen the effectiveness of social protection in Central Asia
and concludes with potential areas of involvement of the CARRA process.

2. CONTEXT

From a macro-economic perspective the worst seems to be over. In hindsight, the impact of
the global economic crises in the countries of Central Asia was relatively mild (Slay, 2011).
Countries in the region are expected to return to their growth path at latest during 2011 as
projections from the International Monetary Fund indicate (IMF, 2010b). Growth is expected

* A shock is an event that affects the income generating capacity of a household or individual.
> Social transfers can play a similar role to social insurance in the case of social pensions, child or disability
allowances. They equally cover life-cycle risks.



to be strongest among the energy—exporting countries. Kyrgyzstan is the only country in the
region that experienced an economic contraction in 2010, where the fragile economic
situation was exacerbated by the internal conflict (Figure 1). Notwithstanding the positive
growth prospects, disposable incomes of households have not recovered yet in many
countries (IMF 2010a). Inflation rates, after a hike in 2008, are back to pre-crisis levels
(Figure 2), but consumer prices will remain under pressure. In the oil-importing countries
(Tajikistan, Kyrgyzstan), one can expect further rounds of energy price increases following
the developments of global energy prices and ongoing utility reforms necessitating further
rounds of tariff adjustments (World Bank 2010b). The recent increase in international wheat
prices could put further upward pressure on consumer price indices in the region if
international prices are passed through to domestic consumers (IMF 2010a).

Figure 1. Real GDP Growth, 2005-2012
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The fiscal position of the countries in Central Asia differs between energy exporters and
importers (Figure 3). Fiscal space is less a problem in the oil-exporting countries as they
entered the period with substantial reserves (World Bank 2010b). The oil-rich countries
managed to keep a positive fiscal balance, with the exception of Kazakhstan. Positive growth
prospects and the withdrawal of fiscal stimuli will aid further fiscal consolidation in the oil-
rich countries. The fiscal situation is entirely different in the two poor countries. Tajikistan
has been running a fiscal deficit since 2007 and it is not expected to have a positive balance
in the near future. In Kyrgyzstan, the economic contraction combined with a fiscal expansion
in 2010 produced a fiscal deficit of 12 per cent of GDP. Projections for 2011 expect a
continuing fiscal deficit of 8.5 per cent of GDP (IMF 2010a). Donor support is expected to
return to pre-crisis levels by 2011 and public debt is expected to rise. As a result, fiscal space
to increase social expenditures is extremely limited. This does not however apply to the oil-
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exporting countries, notably Turkmenistan and Uzbekistan, where fiscal space is less of a
constraint for the extension of social protection.

Figure 2. Consumer prices, annual per cent change, year average, 2005-2011
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Figure 3. Fiscal balance as per cent of GDP, 2006-2011
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At the onset of the crisis, it was expected that remittance flows to Central Asia would
contract. Remittance flows in USD terms to Tajikistan and Kyrgyzstan indeed declined by an
estimated one third in 2009 as a result of the economic recession in the Russian Federation
and the depreciation of the Ruble relative to the US Dollar (World Bank 2010c). However,
recent data indicate that remittances remained more resilient than expected. Remittance
inflows are expected to reach almost pre-crisis levels in 2010 (Table 1). The recovery of the
Russian economy and increasing oil prices spurred a new wave of migrants. For example, the
number of temporary workers abroad from Tajikistan has returned to pre-crisis levels in
2010.°

Table 1. Remittance inflows, million USD, 2006-2010

2006 2007 2008 2009 2010*

Kyrgyzstan 481 715 1,232 882 1,037
Tajikistan 1,019 1,691 2,544 1,748 2,065

* Estimates
Source: World Bank (2011)

Little data is available on the impact of the economic crisis on the labour markets. Between
2009 and 2010 official unemployment data remained hardly unchanged in Kazakhstan,
Uzbekistan and the Kyrgyz Republic, the countries for which official data are available (IMF
2010Db).

3. FAMILY WELL-BEING AND VULNERABILITY TO CRISES

A global economic shock affects households and eventually children through different
transmission channels at different levels (Harper, Jones and McKay 2009; World Bank
2010b). At the micro-level, the crisis has an impact on the consumption capacity transmitted
through declining real wages and benefits, price increases, job loss and reduced access to
credit. An economic shock mainly transmitted through the labour market will directly affect
poverty. Poverty will rise among households depending on remittances’ and those employed
in sectors such as construction (World Bank 2010b). These direct effects are followed by
second order effects when families may be forced to reduce their investments in health and
education as a response to lower purchasing power. An economic shock may also lead to
social unrest, disrupt community and inter-ethnic relations or even bring down fragile
governments (World Bank 2010b; Slay 2011).

The net effect of a food price shock depends on whether households are net producers or
consumers of food, how much they consume and whether they can substitute with cheaper
food items. It also depends on whether they have access to livelihood strategies such as
access to agricultural assets and inputs. The poor are not necessarily the worst affected,

® The number of temporary workers abroad from Tajikistan almost halved from 600,000 in 2008 to 350,000 in
2009 (Gallup Survey quoted in World Bank, 2010c).

" Remittance inflows have grown rapidly over the past five years. Between 2003 and 2007, remittance inflows
grew by 74 per cent in the Kyrgyz Republic and 84 per cent in Tajikistan. The level of remittance inflows in
these countries exceeds other capital inflows. These countries are therefore vulnerable to shocks related to
employment and wage reductions in migrant host countries. (World Bank 2010b)
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although the food share falls with rising income levels. In reality though, the poor are most
affected in countries such as Kyrgyzstan and Tajikistan, where they are net consumers with
limited access to agricultural assets and inputs (World Bank 2010b).8 Higher food and fuel
prices erode disposable income. Given that poor households spend more than half of their
total budget on food (in some countries this share is as high as 80 per cent), households have
even less to spend on other items when food prices rise (Ortiz, et al. 2011).

Depending on whether a country is an oil exporter or importer, the effect of an increase in
fuel prices varies. In the oil-rich countries, higher fuel prices have a positive effect on the
living standard as a result of increasing aggregate demand. In the oil-importing countries, a
fuel price increase can have a direct poverty effect through the consumption of energy and an
indirect effect via higher prices for commodities whose production requires energy. The
poverty impact of an energy price increase may vary for different geographical locations and
depending whether a household is connected to the utility infrastructure. In urban households,
the share of energy consumption is usually higher compared to rural households.® If the utility
infrastructure is insufficient, households may not even be connected to central sources of
energy. Nevertheless, these households are also affected by higher energy tariffs as they will
have to pay higher prices for alternative energy sources, such as gas bottles, kerosene and
possibly even firewood.

In the period 2000-2008 the overall situation of children improved in the region, although
disparities between and within countries remain significant (Menchini et al. 2009). Many
reports have been produced recently on the impact of the food and fuel price crisis and the
subsequent global economic crisis on poverty and child well-being. However, so far there is
little evidence on the impact of the recent crises on child well-being and vulnerability. Many
authors refer to experience from earlier crises extrapolating those outcomes to the current
situation (e.g. Harper, Jones, McKay 2009). It will take a while before household survey data
will be available for assessment of the impact of the crisis on household living conditions
(Ravallion 2009). The few estimates available draw on projections based on the poverty
incidence before the crisis, and on recently released data for 2009. Poverty rates were
declining in all countries. In the absence of the crisis, this trend would most probably have
continued. Country averages, though, mask within-country disparities."® Eventually, the
impact of the crisis depends on the extent to which it affects average consumption and the
respective income distribution (Ravallion 2009).

8 Kyrgyzstan: 53 per cent of population lives in households that are net food consumers. Of those, 35 per cent
are poor. 19 per cent of the population are net food consumers and live in poverty and were estimated to have
been hurt most by the food price increase in 2007. The impact was partially offset by rising wages, and thus the
net impact was not clear. The number of those in extreme poverty was estimated to increase with 8 percentage
points (from 9 per cent in 2006).

° A low share of energy consumption can also reflect non-payment or arrears, or access to less expensive sources
(World Bank 2010b).

10 Different population groups have benefited differently from the overall reduction in poverty.
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In the remainder of this section, we present the available evidence on poverty and
vulnerability in Central Asia, focusing on monetary poverty (consumption poverty), food
poverty and material deprivation.

Box 1. Measuring poverty — differences in methodologies

Kazakhstan: The poverty measures are based on average household consumption per capita. The
poverty line is set at 40 per cent of the national subsistence minimum, which is based on an
objectively defined minimum consumer basket. The minimum consumer basket consists of food (70
per cent) and non-food goods and services (30 per cent) (Gavrilovic et.al. 2009).

Kyrgyzstan: Poverty measures are calculated using average household consumption per capita.
Poverty lines are calculated by the National Statistics Committee. The extreme (food) poverty line is
equivalent to the costs for an individual to purchase 2100 kcal per day taking into account the actual
food consumption patterns of a representative share of households. The absolute poverty line includes
an allowance for non-food goods and services based on households around the food poverty line. The
most recent update of the poverty line took place in 2008 (Gassmann, 2010b; World Bank,
forthcoming).

Uzbekistan: Poor households are defined as those that do not have the necessary material resources to
ensure the national minimum consumption standard (UNICEF 2009a). According to Tahlil (2009), the
methodology follows standard World Bank methodology (comparable to Kyrgyzstan).

Tajikistan: Poverty is measured based on average household consumption per capita. Poverty lines are
established similar to those of Kyrgyzstan and Uzbekistan. The food poverty line is based on the costs
of purchasing 2,250 kcal per person per day. Within the value of the absolute poverty line, food
consumption accounts for 64 per cent (World Bank, 2009a).

Consumption poverty

Over the last decade, poverty rates declined significantly in the region as a result of real
growth of income and consumption.11 The absolute poverty incidence (based on national
poverty lines) varies considerably between countries, although the poverty rates are not
directly comparable due to methodological differences (see Box 1). While international
poverty lines and measures would allow a direct comparison of poverty levels and trends
across countries," the available data presented in Table 2 describe country level trends.
Tajikistan, the poorest country in the region, has the highest poverty rate. Almost one in two
persons is absolutely poor. 16 per cent of the population was living in extreme poverty in
2009 (World Bank, 2010a). Kazakhstan, the richest country in the region, has also the lowest
poverty incidence level. 16 per cent of the population is absolutely poor.**> Most of the
available data refer to the period at the onset of the crisis. Preliminary data from Tajikistan
and Kyrgyzstan indicate that poverty rates may have fallen slightly in Tajikistan between

' In Tajikistan, for example, migration and related remittances are estimated to have accounted for about 50 per
cent of the decrease in poverty between 2003 and 2007 (World Bank, 2009a).

12 There is no consistent use of international poverty lines in national poverty assessments. The most recent
MDG report for Eastern Europe and Central Asia also uses poverty rates based on national poverty lines
(UNECE 2010). The Innocenti Social Monitor 2009 presents poverty rates based on international poverty lines,
but the data refer to around 2005 (UNICEF 2009c).

3 Note that the poverty rate reported on the website of the National Statistics Committee was 12per cent for
2008 (www.eng.stat.kz).



2007 and 2009, and remained largely unchanged in the Kyrgyz Republic between 2008 and
2009 (Slay, 2011). Poverty rates for Kazakhstan also continued to decline in 2009 and the
first quarter of 2010 (www.eng.stat.kz).

Table 2. Poverty incidence (different years)

Absolute Poverty

Year/Source Total Urban Rural
Tajikistan 2009 (WB 2010a) 47% 42% 49%

2007 (WB 2009a) 54% 49% 55%
Kazakhstan 2008 (WB 2009b) 16% 12% 21%

2006 (Gavrilovic et al.

2009) 22% 16% 29%
Uzbekistan 2007 (UNICEF 2009a) 24% 18% 27%

2003 (UNICEF 2009a) 27% 22% 29%
Kyrgyzstan 2008 (WB forthcoming) 32% 23% 37%

2005 (WB 2009¢) 43% 30% 51%

Note: Poverty rates are based on national poverty lines. They are not directly comparable.

Although poverty rates (and methodologies to calculate them) differ across the countries, the
characteristics of poverty are the same. In all countries, the population in rural areas has a
higher risk of living in poverty, while the capital cities have the lowest poverty incidence
rates. All countries, with the exception of Kazakhstan, are predominantly rural. Three out of
four poor people live in rural areas in Tajikistan, Uzbekistan and Kyrgyzstan. Poverty in rural
areas is not only more widespread, but it is also deeper. Within countries, there are also
significant regional differences in terms of poverty incidence. In the two most mountainous
countries, Kyrgyzstan and Tajikistan, living in a high altitude area is also correlated with a
significantly higher risk of poverty (World Bank 2009a; World Bank 2009b). Higher food
prices may actually have benefited rural households that derive their income from agriculture,
i.e. for those who are net producers of food. However, recent data on Tajikistan and
Kyrgyzstan show that between 2007 and 2009 poverty reduced to a lesser extent in rural areas
compared to urban areas (Slay 2011). This may indicate that the rural poor indeed lack access
to agricultural input. The poverty risk in rural areas is further exacerbated by the lack of non-
farm employment opportunities'* and large household size.

 For an analysis of Kyrgyz non-farm employment see Atamanov (2011).
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Table 3. Populations living in rural areas, or families with many children

Share of population living...
in rural areas with children
Year/Source Total Poor Total Poor  ***
Tajikistan 2007 (WB 2009a) 74% 78% 53% 62% (three children <15)
Kazakhstan 2008 (WB 2009b) 43% 57% 7% 15% (two children <6)
Uzbekistan 2008 (Tahlil, 2009) 64% 73% 30% 44% (three children)
2008 (WB
Kyrgyzstan forthcoming) 64% 74% 27% 62% (two or + children <16)

*** Note that different studies use different breakdowns with respect to age and number of children. Therefore, the poverty
rates are not directly comparable.

In all countries, poverty is closely related to the presence of children in a household. The
larger the household and/or the more children present in a household, the higher the poverty
risk for individuals living in these households. Recent and directly comparable data are
lacking since most poverty assessments use different breakdowns with respect to the number
of children and/or age of the children (see e.g. Table 3)." Overall, children have a higher
probability of living in a poor household than the average individual. The poverty risk
increases rapidly with each additional child. In Tajikistan, poverty incidence for individuals
living in a household with two children is 51 per cent. In households with three children, the
risk increases to 62 per cent (World Bank, 2010a). In the Kyrgyz Republic, 39 per cent of all
poor are children aged 0-14 (30 per cent of the total population) (World Bank, forthcoming).
Families with three or more children have the highest poverty risk (UNICEF and ISAE,
2009). Young families also have a higher probability of living in poverty. This may be related
to the lack of affordable day care and kindergarten options. Once a child is born into a family,
usually the mother has to reduce her employment in order to take care of the child.'® Family
income is reduced while, at the same time, the available income has to be shared with more
members. In Kazakhstan, for example, households where the head is between 30 and 44 have
the highest poverty risk (World Bank, 2009b). Evidence from Uzbekistan shows that a new
baby in the family increases the poverty risk for all family members, including older children
living in the same household (UNICEF 2009a). In addition, improved economic conditions
that result in overall lower poverty rates are slower to take effect in families with children.
Between 2006 and 2008, poverty declined to a lesser extent in large households and families
with children in Kazakhstan (Gavrilovic et al, 2009). The risk of living in poverty increases
with the presence of young children. In Kazakhstan, 32 per cent of the population is living in
a household with at least one child under the age of six, of which 22 per cent are poor. If two
young children are present in the household, the poverty risk increases to 34 per cent, which
is double the risk of an average individual (World Bank, 2009b).

!> The most recent comparable data refer to data around 2005 (UNICEF 2009c).
18 This assumes that there is demand for labour. The argument may be less applicable for rural areas in Central
Asia.
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Having employment is by no means a guarantee for avoiding poverty. In all four countries for
which we have data, the working poor make up a significant share of the total poor.
Although children in families with working parents are usually better off, especially if the
parent is highly educated, the share of the working poor remains significant due to low wages
in many sectors, especially in agriculture and the public sector. The salaries are not sufficient
to lift families out of poverty (Baschieri and Falkingham, 2007). In Uzbekistan, 50 per cent of
the poor are either working in the public sector, are low-paid employees or self-employed
(UNICEF 2009a). In Kyrgyzstan, 70 per cent of the poor are living in a household where the
head is employed (World Bank, forthcoming). A good education is essential for a life out of
poverty. The negative correlation between the risk of poverty and educational attainment of
the household head holds in all countries. Individuals living in a household with a head
having completed higher education have the lowest probability of living in poverty. This
emphasizes the need for continuous investment in human capital development, both by
households and the government. A recent report by the International Crisis Group (ICG)
presented a very grim picture of the situation as regards education in Central Asia and
especially in the two poorest countries. The decay of the educational system, especially in
terms of quality, may have long-standing consequences for the societies in these countries,
making them ever more vulnerable to future economic shocks (ICG 2011).

Food poverty

Consumption-based poverty, or monetary poverty, does not tell the whole picture of child
well-being. Food insecurity can also be an issue in households not poor according to a
monetary standard. Malnutrition may not only be an issue in rural areas, but also affects
households in urban areas. Food insecurity can have long-term effects especially on children.
Chronically malnourished children lag behind in their physical development. Cognitive
development can also be seriously affected leading to long-term problems during their school
years and later on in life (Ravallion 2009; Ortiz et al. 2011; Bloem et al. 2010; IFPRI 2009;
World Bank 2008).

There is a clear link between household wealth and child nutritional status. In Tajikistan, 15
per cent of non-poor households indicated in 2007 that their food consumption was
inadequate. Among the poorest quintile, 44 per cent had insufficient food (World Bank,
2009a). Malnutrition is more severe in rural areas of Tajikistan and among poor households.
Of Tajik children in rural areas 42 per cent were either moderately or severely stunted in 2007
(compared to 31 per cent in urban areas), which is the result of inadequate nutrition over a
long period. Children of the poorest quintile are almost three times as likely to be
underweight or stunted than children of the richest quintile (Baschieri and Falkinham 2007).
In Uzbekistan, more than half of the poor families cannot ensure a sufficient and adequate
level of nutrition. One child in five does not eat enough to satisfy daily nutritional needs
(UNICEF 2009a). In 2006, 15 per cent of Uzbek children three years or younger were
stunted, down from 31 per cent in 1996 (CER/UNDP 2010). In the Kyrgyz Republic, one
third of the population was food insecure in 2008. The nutritional status of children has
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deteriorated since 2006 especially among severely food insecure households. However, only
1.3 per cent of children under five were threatened by acute malnutrition (WFP Food Security
Update 2010, cited in World Bank, forthcoming). Fourteen per cent of children are stunted
indicating chronic malnutrition (UNICEF and ISAE 2009)."" Table 4 summarizes health and
nutrition indicators for the five Central Asian countries. Based on the Global Hunger Index
(IFPRI), Tajikistan is in the worst condition of all countries in the region.. With the worst
indicators in every aspect, also with respect to the level of infant and under-five mortality

rates, the situation is considered to be serious.

Table 4. Health and nutrition indicators for Central Asia

5 - -
% of A) of % of % of Mortality | Mortality Global
. children . . rate, rate, under Hunger
children children | population | .
under 5 infant (per | five (per Index as
under 5 under 5 under . .
stunted under- wasted nourished I,OQO live IOQO live | calculated
weight births) births) by IFPRI
Central Asia 23.4 8.1 5.6 12.5 40.3 45.1
average
Kyrgyzstan 18.1 2.7 34 5 333 38.0 <5 orlow
Kazakhstan 17.5 4.9 3.7 5 28.0 30.2 <5 or low
Uzbekistan 19.6 4.4 45 13 33.7 38.4 7.5 or
moderate
Tajikistan 33.1 14.9 8.7 26 56.6 64.2 18.5 or
serious
) 6.3 or
Turkmenistan no data no data 8 6 43.1 47.6
moderate

Source: WDI and IFPRI 2009 cited in World Bank (forthcoming)

Environmental and material deprivation

Poor access to safe water and sanitation poses a serious health risk. Dependence on
contaminated water, e.g. surface water, increases the probability of diseases such as cholera,
typhoid and intestinal infections. In Tajikistan, almost 40 per cent of the population does not
have access to safe water, and 34 per cent lack access to hygienic facilities (World Bank,
2009a). Twenty-eight per cent of all children depend on surface water as their main water
source (Baschieri and Falkingham, 2007). In Kazakhstan, a quarter of the population is using
unsafe drinking water (UNICEF 2006 cited in Gavrilovic et al. 2009). In Uzbekistan, four out
of ten children are deprived of adequate housing. They live in households without access to
piped water and houses that cannot be heated. More than half of children are confronted with
material deprivation. This includes the lack of warm winter clothing and footwear. In families
without the presence of the mother, this share is even higher (UNICEF 2009a).

Concluding comments

Families and children in Central Asia remain vulnerable in many areas. Although living
standards have been improving over the last decade, large groups of the population remain

" Note that indicators vary significantly across different sources.
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highly vulnerable to economic shocks. The lack of employment opportunities especially in
rural areas and the deterioration of social services, mainly in the area of education and health
care, render the lives of the poor precarious. From the above, it is not clear what the
immediate and long-term effect of the global crisis on children and their families will be.
There are indications that the food security situation has worsened for vulnerable households.
Based on the limited evidence already available, poverty rates are not expected to rise
significantly as a result of the global economic crisis. However, the trend in poverty reduction
witnessed since 1998 has come to a halt.

Households are vulnerable due to low family incomes. Most of the poor are working adults
and children. Household incomes are threatened by worsening labour markets with declining
employment opportunities and decreasing real wages, especially for workers in low-wage
sectors. Many of those currently employed have just escaped poverty and are therefore highly
susceptible to modest falls in income and economic activity, pushing them back into poverty
(World Bank, 2010b). Women are especially threatened: in most countries, labour market
participation of women is lower and unemployment rates are higher. The lack of affordable
child care prevents women from participation in the labour market once children are present
in the family. Furthermore, the concentration of women in low-paid jobs results in low
earnings and increased vulnerability to poverty. Women are forced to look for additional jobs
further reducing the time they have to spend caring for their children (Gavrilovic et al 2009).

The households most vulnerable to poverty are the least likely to withstand an economic
shock and will feel the consequences both in the short and the long run. In these households,
incomes are already low. Usually they are large and have many children, or they are single
parent families or families with disabled children, or migrant families. Families with
livelihoods yielding only low returns (such as subsistence agriculture or urban informal sector
work) are affected by lower aggregate demand (Gavrilovic et al 2009).

The increase of food and fuel prices and increasing inflation lowered the purchasing power of
families. A study by the World Bank (see World Bank 2010b) indicates that a relative increase
in food prices of five per cent could worsen poverty rates by up to three percentage points in
the region, with rural households being hit harder. Higher prices for food and fuel translate
into a higher share of a household's consumption in order to maintain current consumption of
food and fuel thus crowding out other vital expenditures such as on education and health
which will have long-term implications for a country’s human capital. In Tajikistan,
households had difficulties paying for their health care even before the crisis. Of the poorest
households 46 per cent had difficulties in paying for health care compared to 28 per cent of
the richest households in 2007. Family members delay visiting a doctor or do not seek help at
all mainly for financial reasons. Forty-five per cent of the poorest quintile found it difficult or
even impossible to pay for health care (World Bank 2009a). In Kazakhstan, the loss of
purchasing power was already visible in slightly lower consumption in the first half of 2009
(real consumption decreased by 2.2 per cent compared to same period in 2008). In 2008, food
prices increased by 11 per cent, while annual CPI was 17 per cent. Results from qualitative
field work confirmed these findings: families experienced a decline in living standards due to
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the inflation, the devaluation of the tenge, the rise in prices of food and energy and reduced
income (or even loss of income) (Gavrilovic et al. 2009). In the Kyrgyz Republic, household
consumption reportedly declined by 15 per cent in 2009 (Slay, 2011).

At the onset of the crisis it was feared that households would be threatened by a decrease in
remittances. Migrant households are highly vulnerable to external shocks affecting the flow
of remittances. In Tajikistan, 24 per cent of households had at least one migrant in 2007.
Migrants earn on average six times the monthly income of workers in Tajikistan. In 2006,
Tajik households financed around 60 per cent of their consumption with remittance money
(World Bank 2009a). The fall in the demand for foreign labour in countries like Russia and
Kazakhstan and the concomitant decline in remittances flowing back to the countries of
origin was however of rather short duration. Although formal remittance outflows from
Russia to CIS countries contracted by 31 per cent in the first quarter of 2009, latest data
indicate that remittance inflows to Kyrgyzstan and Tajikistan in 2010 are almost back to 2008
levels (World Bank 2011).

4. TO WHAT EXTENT DO SOCIAL PROTECTION SYSTEMS IN
CENTRAL ASIA ADDRESS VULNERABILITIES?

The global economic crisis can truly be considered as a covariate shock affecting almost
every individual.”® Resilience of households to macroeconomic shocks depends upon the
economy’s readiness, flexibility of the economic policy regime and the ability of the
population to adjust (World Bank 2010b). The idiosyncratic component19 of the shock is
reflected in that not all families are affected equally. Some are better able to protect their
living standard than others. In the event of a shock, households refer to various coping
strategies. Although they may never fully compensate for the loss in income, they can smooth
their consumption to some extent, thereby decreasing fluctuations in consumption. However,
the more children living in a household, the greater the poverty risk and the lower the ability
to smooth consumption (World Bank 2010b). For poor households, the strategies available
are even more limited and can have detrimental effects impacting their well-being in the
future, leading to chronic poverty and the transmission of poverty over generations
(Ravallion 2009; Ortiz et al. 2011).

Compared to previous crises, the scope for coping strategies is limited because of the global
nature of the shock hitting households on multiple fronts. For the poorest households,
subsistence farming may be a viable option. However, evidence from the recent food price
shock showed that the poorest households lack access to agricultural assets and inputs.
Transition into informal secondary employment may be possible, though earnings may be
insufficient to offset the poverty impact of the crisis (World Bank 2010b).

18 A covariate shock is an event that affects the entire community. It can be a macro-economic shock, but it can
also be a natural disaster or even a war affecting the well-being of households.
9 An idiosyncratic shock affects the well-being of an individual household.
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Households have exhausted their coping strategies (Ortiz et al. 2011). The volatile
environment and multidimensionality of the crises may force households, in the absence of
effective social safety nets, to resort to strategies that are detrimental in the long run. The
social consequences of the crises can have immediate and long-term effects. If households cut
back on health care, take their children out of school and reduce other essential basic needs,
the costs related to human capital formation and the intergenerational transmission of poverty
and sustainability of long term economic growth will be immense (World Bank 2010b).
Public policies, and especially social protection policies, are key in supporting households in
the event of a shock and in protecting their living standards.

Current social protection systems are ineffective in protecting vulnerable families

The countries in Central Asia all share the same heritage from the Former Soviet Union and
its socialist system of social protection policies. Over the past two decades, all countries
reformed (parts of) their social protection systems. Some countries merely adjusted the
design of specific programmes, while others reformed the overall system (Hoelscher and
Alexander 2010; Mitra et al. 2010). Non-contributory benefit schemes co-exist with
contributory social insurance systems. Narrowly targeted social assistance benefits aimed at
the poorest households have been introduced in all countries. In some countries, these
benefits replaced the ‘old-style’ categorical benefits, privileges and subsidies, while in others
they are created in addition to the existing categorical benefits. Still, governments face
difficulties in reaching the poor, and especially poor children (Menchini et al. 2009).

Overall, the impact of non-contributory social cash transfers on poverty is limited in the
region. Social assistance schemes are not the priority of governments and as such receive
only very limited funding. Due to different definitions of social protection measures by
different institutions, it is difficult to reconcile the available information. Based on data from
the World Bank (see Figure 4), countries in Central Asia spend between 0.5 and 2 per cent of
GDP on social assistance. Data from the ADB (see Table 5) indicate spending levels between
0.4 and 2.9 per cent of GDP, though the country rankings are entirely different. Coverage
with non-contributory transfers is low, and those that receive cash transfers are not
necessarily the poor. Due to low benefit levels, the poverty reduction impact is negligible. In
fact, pensions and remittances play a greater role in ensuring the living standard of families.
Although remittances are very important for recipient households, they cannot replace public
social safety nets. Remittance income can be volatile and not all households benefit while, in
addition, better-off households may also receive more remittances.?

2 Bvidence from Kyrgyzstan shows that coverage with remittance income is rather equal across welfare
quintiles, but richer households receive more remittances (World Bank, 2009c).
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Figure 4. Public spending on social assistance in Eastern Europe and Central Asia

Public Spending on Sodal Assistance, % of GDP
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Source: World Bank (2009a).

Table 5. Social protection expenditure by type (ADB classification), % of GDP, 2008

Social Social Labour Micro area Child
insurance assistance market based protection
Uzbekistan 7.9 0.5 0.0 0.2 2.4
Kyrgyzstan 5.3 2.9 0.1 2.4 0.3
Kazakhstan 34 0.7 0.1 0.2 0.2
Tajikistan 0.3 0.4 0.1 0.1 0.1

Source: ADB 2008 in ILO (2010).

In the absence of pensions, poverty rates would be considerably higher. Pensions cover a
large part of the population. In multi-generation households, pensions also benefit children
and positively impact child poverty (Hoelscher and Alexander 2010).21 In the Kyrgyz
Republic, 38 per cent of the population lives in a household receiving a pension. Among the
poorest quintile, coverage with pensions is 51 per cent. They contribute 26 per cent to total
household consumption of the poorest recipient households (Gassmann, 2010b). In the
absence of pensions, poverty rates would have been five percentage points higher (World
Bank 2009c). Pension coverage is similar in Tajikistan. One third of the population is living
in a household benefiting from old age pensions. In the bottom quintile, coverage is 40 per
cent. However, pensions are small and contribute less than 10 per cent to total household
consumption of the poorest households receiving a pension (World Bank 2009a). Pensions
are an important component of social protection and contribute significantly to poverty
reduction, although this is not their main objective. Pensions form a stable source of income

21 As evidence on intra-household distributions of income and consumption is lacking, we can only assume that
part of pension incomes is also to the benefit of children living in the same household.
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for beneficiaries (mainly elderly) with transfers that are significantly higher than most non-
contributory transfers. But pensions are a comparatively inefficient instrument to mitigate
poverty from a cost-benefit perspective. Analysis for the Kyrgyz Republic showed that in
order to reduce the poverty gap by one unit, pensions costs twice as much as the targeted
monthly benefit. On the other hand, pensions are more cost effective than categorical state
benefits (privileges and subsidies) (World Bank, 2009¢). But pensions are not an adequate
instrument for addressing other income shocks such as the loss of employment or business,
volatile income from farming activities, or changes in family composition. Neither have
pensions the capacity to act as an effective safety net in the event of macro-economic shocks
or natural disasters. Furthermore, after accounting for pension and other social insurance
transfers, poverty rates are only marginally lower. Within a comprehensive social protection
system, social assistance plays an important role as a social safety net aimed at supporting
poor and vulnerable households.?

In the remainder of this section, the available evidence on the effectiveness of existing social
assistance schemes is summarized and system shortcomings are discussed. Each of the
countries in Central Asia has at least one social assistance programme targeted specifically at
families with children. Kazakhstan, Uzbekistan and Turkmenistan have universal child
benefits (birth grants or child care benefits for very young children). Kyrgyzstan and
Tajikistan provide benefits only to children from poor families. All countries have an anti-
poverty social benefit specifically targeted at low-income families or children. By all
standards, the available budgets for these programmes are small. Countries spend between
0.4 and 1.4 per cent of GDP on social assistance programmes of which the largest share is
spent on categorical benefits for special groups of the population. 23 Except for Turkmenistan,
countries have abolished most in-kind benefits. Benefits have been either completely
abolished or were monetized and paid out in cash instead. More details on the specific non-
contributory benefits per country can be found in Annex 1.

Kyrgyzstan

The social assistance system of the Kyrgyz Republic consists of three non-contributory types
of social cash transfers: categorical state benefits, monthly social benefits, and a monthly
benefit (previously called Unified Monthly Benefit). In 2010, Kyrgyzstan allocated USD 85.7
million to non-contributory cash transfers, representing 1.65 per cent of GDP (Gassmann,
2010b).

Based on data from the Kyrgyz Integrated Household Survey (KIHS) 2008, almost ten per
cent of the population is benefiting from the monthly benefit (MB), the only programme
specifically targeted at poor families with children (down from 15 per cent in 2005). In the
poorest consumption quintile, coverage with the MB is 18 per cent, pointing at a large

22 See also ILO (2010).

2 Unfortunately we do not know how much Kazakhstan spends on social assistance. The total social protection
budget including social insurance is 5.2 per cent of GDP in 2009. It might be safe to assume that spending on
non-contributory benefits is between one and two per cent of GDP.
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exclusion error.?* Of beneficiaries 38 per cent belong to the poorest twenty per cent of the
population (68 per cent are in the bottom forty per cent). In terms of targeting accuracy, the
MB manages to transfer the majority of funds to the poorest households. In 2008, more than
50 per cent of the MB transfers were received by the bottom twenty per cent of the welfare
distribution.”® As such, the MB compares favourably with other targeted programmes in the
region. However, the value of the transfer as a share of total household consumption remains
very low. In beneficiary households belonging to the poorest quintile, the MB accounts for
just 7 per cent of total consumption representing the inadequacy of the benefit value.?® It is no
surprise therefore that the poverty reduction impact of the MB is limited. Low coverage and
low transfer values limit the effectiveness of the benefit. In 2008, the MB reduced extreme
poverty by 13 per cent and the extreme poverty gap by 10 per cent.”’ %

The poverty reduction impact of non-contributory transfers is rather limited. Coverage is
extremely low and more than 80 per cent of the poorest are excluded from the targeted MB.
Coverage with the monthly social benefit (MSB) is even more limited. Categorical state
benefits (CSB) had a higher coverage in 2008, but as a result of the reform in 2010, this is
expected to decline significantly, as 83 per cent of the beneficiaries will loose their
entitlements.?® The reform of the MSB is not expected to have an impact on coverage and
distribution of beneficiaries as the groups remain unchanged. The reform of the MB may
have a minor impact on the performance indicators. However, limiting coverage to children
only will have no significant impact on coverage rates. It is estimated that less than two per
cent of current beneficiaries will lose their entitlements.

Tajikistan

The social assistance system in Tajikistan is small. In 2009, the total budget spent on social
assistance (including social pensions) was USD 22 million, representing 0.45 per cent of the
country’s GDP (World Bank, 2010a). Social assistance comprises two types of benefits:
electricity and gas compensations and a cash compensation for children from poor families.
Of the USD 4.8 million allocated to energy and gas compensations in 2009, half of the budget
was used to purchase and distribute energy-saving light bulbs. The budget for compensations
for poor families with children was USD 2.8 million in 2009 (World Bank, 2010a).

Coverage with social assistance benefits is extremely limited and benefit levels are low. In
2009, the two benefits together made up less than 3 per cent of total household consumption

? For comparison, 30 per cent of the population (28 per cent of the poorest 20 per cent) benefit from private
transfers, mainly in the form of remittances.

% For comparison, only 7 per cent of total private transfers were received by the bottom quintile. In 2005, this
share was more than 20 per cent.

% For comparison, private transfers account for 14 per cent of total household consumption of recipient
households in the poorest quintile

%" Note that these figures refer to a relative reduction.

% For comparison, private transfers were much more important for poverty reduction. Due to private transfers,
the extreme poverty rate was reduced by 24 per cent, and the respective gap by 29 per cent.

# Simulations predict a reduction of coverage from 18 to 6 per cent (Gassmann, 2010b).
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per capita for beneficiaries belonging to the poorest 20 per cent of the population.30 Coverage
is limited as well. Of the poorest quintile, only 20 per cent benefited from social assistance.*
This figure is somewhat misleading, as the number is mainly driven by the distribution of
light-bulbs as part of the electricity and gas compensation. 14 per cent of the population
received such a light-bulb (18 per cent in the poorest quintile), but only 2.6 per cent received
an actual cash transfer (3.4 per cent in the poorest quintile). Even fewer households benefited
from the Compensation for Poor Families with Children. Overall, 2.2 per cent of the
population was covered with this benefit. In the poorest quintile, coverage remains low at 2.7
per cent. Social assistance benefits do not reach the poor in particular. Of all transfers
(including light-bulbs), almost half of the transfer value was received by the bottom forty per
cent. Twelve per cent of social assistance was benefiting households belonging to the richest
twenty per cent (World Bank, 2010a).%

The targeting performance of the electricity and gas compensation is rather weak. This is
partly due to lack of incentives for the commissions at the jamoat®® who are not paid for this
work and to insufficient monitoring from the district and central level. Anecdotal evidence
suggests that nepotism at the local level is a serious obstacle for better targeting of the
compensations to the poor. Village heads (rais-mahalas) involved in identifying eligible
beneficiaries have a conflict of interest, as they are also responsible for the collection of fees
for use of electricity and gas, garbage collection and other purposes. Potentially eligible
households are withheld from the list of beneficiaries unless they pay their fees. A limited
understanding of the rules for selecting beneficiaries is also cited as a reason for the poor
targeting performance (World Bank, 2010a).

Coverage with the cash compensation for children from poor families is extremely limited.
Although 15 per cent of school children should be targeted, only two per cent of households
receive the transfer. Even taking into account that one family can receive a transfer for up to
three children, actual coverage is significantly lower than the targeted 15 per cent. A number
of reasons may explain this situation. Firstly, the compensations are financed from district
budgets, which receive a block grant from the Ministry of Finance. However, the block grant
also includes benefits for Afghan War veterans and a special fund for one-time compensations
for poor households. At the central level, no separate budget exists for the cash compensation
for children. As a consequence, districts are not accountable to the Ministry of Finance for
benefit delivery. Districts have the liberty to divert funds to other purposes. Funds are
diverted to special funds and may remain unspent within the fiscal year and can then be used
for any other purpose in the subsequent year. Beneficiaries are selected by local school
committees that prepare lists of eligible children. There is no verification whether the list
indeed includes the poorest children. Beneficiaries are paid in cash by the treasurer of the

% For comparison, pensions account for 15 per cent of monthly household consumption per capita for
households in the poorest consumption quintile (World Bank, 2010a).
# For comparison, 41 per cent of households are benefiting from a pension payment. In the poorest quintile, this
share is 44 per cent (World Bank, 2010a).
%2 Pensions are rather uniformly distributed across the welfare distribution. 17 per cent of all pension transfers
§0 to the poorest quintile, 22 per cent to the richest quintile (World Bank, 2010a).

* Lowest administrative level.
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school committee who collects the money at the local bank. Some school principals choose
not to pay the full transfer to households thereby directly withholding outstanding school
contributions from poor households (World Bank, 2010a).

Kazakhstan
The overall social protection system of Kazakhstan covers social insurance, social assistance

and social services. Expenditures on social protection (including social insurance and
pensions) were expected to increase from 3.9 (2008) to 5.2 per cent of GDP in 2009 as a
response to the crisis (Gavrilovic et al. 2009). Kazakhstan allocates a whole range of different
non-contributory transfers within social assistance, some of which are categorical and others
depending on household income: Targeted Social Allowance (TSA), Social Allowance
(SAC), Special State Allowances (SSA) and Housing Allowance (HA).

According to data from the Household Budget Survey 2007, 28 per cent of the population
was living in a household receiving some kind of social assistance.** Among the poorest
twenty per cent, coverage with social assistance is more than 50 per cent. Coverage with
specific programmes shows large variation. Less than one per cent of the population was
benefiting from TSA in 2007. Coverage in the poorest quintile was a low three per cent.
Social allowances reached 12 per cent of the population (25 per cent of the poorest quintile),
and special state allowances benefited 15 per cent of the population (32 per cent of the
poorest quintile). With the exception of housing allowances, social assistance transfers are
targeted to the poor; 37 per cent of all beneficiaries of social assistance belong to the poorest
quintile, who receive almost 40 per cent of total transfers. The most strictly targeted
programme, TSA, distributes 72 per cent of total transfers to the poorest twenty per cent.
Slightly less than 40 per cent of social allowances and special state allowances are received
by households belonging to the poorest quintile. However, the value of the transfers is small
and contributes little to total household income. Taken all together, social assistance transfers
make up for 10 per cent of total household consumption in recipient households. For the
poorest households, social assistance accounts for almost 20 per cent of total household
consumption. Looking at the different programmes separately, social allowances have the
largest impact. They account for 23 per cent of total consumption among the poorest
households that receive social allowances. TSA, although benefiting only very few
households, contribute on average ten per cent to the household budget in recipient families,
and 13 per cent for those belonging to the poorest quintile. In the absence of social assistance,
the poverty rate would have been three percentage points higher, representing a relative
reduction of 19 per cent. The poverty gap is reduced by 41 per cent after social assistance
transfers. By far the largest impact is related to social allowances. The poverty reduction
impact of social allowances is estimated at 12 per cent (in relative terms), and the relative
reduction of the poverty gap is 22 per cent. On the other hand, TSA has almost no measurable
effect on poverty (World Bank, 2009d).

% This section is based on World Bank (2009d).
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Uzbekistan
The main social assistance instruments in Uzbekistan are family allowances targeted at poor

families with children, a maternal allowance for unemployed mothers, disability allowance
for disabled children and social aid to families in need. Allowances (unless they are
categorical) are allocated using a community-based targeting methodology. In 2007,
expenditures for social assistances amounted to 1.4 per cent of GDP. Targeted family
allowances alone represent 1.2 per cent of GDP (UNICEF 2009a and 2009b).35 The share of
GDP allocated to social assistance has been decreasing since 2005, when expenditures
accounted for 1.8 per cent of GDP. Due to the elimination of most privileges, expenditures on
such categorical transfers declined from 0.2 per cent in 2004 to 0.01 per cent of GDP in 2007
(UNICEF 2009a). Due to the rather low amount of the transfers, the impact on poverty
reduction is limited.*® The transfer amounts are based on the minimum wage, which in itself
is not related to actual living costs.*’

In 2008, local self-government bodies provided monthly allowances to 14 per cent of all
families with children under 18 and 36 per cent of unemployed mothers with children under 2
(Cabinet of Ministers, cited in UNCEF 2009b). An estimated 40 per cent of all children
receive direct financial support (UNICEF 2009a). Parallel to the decline in funding available
for social protection, coverage of child benefits declined as well. In 2006, 32 per cent of
households with children under 16 and almost 50 per cent of unemployed mothers with
children under 2 were receiving an allowance (UNICEF 2009b).

Based on a survey among families with children in 2008, 11 per cent of families received a
child allowance for a child under 2, and 22 per cent for children aged between 2 and 18. Less
than two per cent of families received social aid. Of all recipients of any social allowance, 95
per cent belong to the poorest 50 per cent of the population (Tahlil, 2009). For the poorest ten
per cent, the different social allowances contribute between one fourth and one third to the
total household income. Nevertheless, the impact on absolute poverty is limited due to the
small size of the allowances and the effective targeting of the very poorest as most recipients
have an income below the consumption poverty line. The allowances have a measurable
impact on extreme poverty. Without any social allowances, extreme poverty would increase
by about 10 per cent (Tahlil, 2009).

The system of community-based targeting has its limitations. Under the current system, inter-
local differences in welfare levels are not taken into account in the allocation of funds.
Effectively re-distribution only takes place within a mahalla but not between mahallas.® This
reduces the potential effect on poverty and inequality reduction (UNICEF 2009b). A possible

% For comparison, expenditures within the pension system account for 6.5 per cent of GDP (UNICEF 2009a).
% The abolition of child allowances would lead only to a one per cent increase of poverty among the recipients
(UNICEF 2009b).

3" The minimum wage is periodically increased and was UZS 28,040 as of 16 November 2008 (UNICEEF,
2009b).

38 The Mahallas are organs for the self-administration of citizens. Their role is to solve social problems and
conflicts within the community. These traditional local community groups have existed for centuries in the
Uzbek culture.
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ANNEX

KYRGYZSTAN

Categorical state benefits are a legacy from the former Soviet era benefiting specific
categories of privileged or vulnerable citizens. Eligibility is categorical and independent of
household income. Until 2009, the system had 38 different categories of beneficiaries and 14
types of different benefits and subsidies, most of which were paid in-kind, for example, as a
direct transfer to utility companies. In 2009, 285 thousand beneficiaries received a categorical
state benefit (CSB), costing more than KGS 800 million® (Gassmann, 2010b). With effect as
of January 2010, the GoKG introduced a major reform to the system of CSB initially planned
as a mitigation measure against the major increase of energy prices foreseen for 2010. 52
The previous system of mainly in-kind benefits and subsidies was replaced with flat cash
transfers and the number of eligible categories was reduced to 21. As a result of the reform,
the number of beneficiaries is expected to drop to 26,000 entitled beneficiaries. The reform
also entailed the full monetization of previous in-kind transfers and subsidies, including a
compensation for the energy tariff increase.® Government expenditures were expected to
double as a result of the reform (KGS 1.6 billion for 2010). Although CSBs are not
specifically targeted at families with children, prior to the reform, two of the 38 categories
identified vulnerable families: families in high mountain areas and families with disabled
children up to the age of 18. However, the value of CSB was very small and mainly in the
form of a small utility subsidy. Under the new system, neither of these groups are any longer
eligible (Gassmann, 2010b).

The Monthly Social Benefit (MSB) is a categorical transfer targeted to vulnerable groups
with limited income opportunities. It is in fact a ‘social pension’ for people (including
children) with disabilities, orphans and elderly persons without pension rights. Eligibility is
independent of household income. Until 2009, the value of the MSB was based on the
Guaranteed Minimum Income (GMI), and varied between 75 and 300 per cent of the GMI for
different categories (World Bank, 2009; Gassmann, 2010b).>* The MSB is financed entirely
from the Republic’s budget. Between 2005 and 2009, the average MSB has increased from
KGS 367 to KGS 715 per month. The number of beneficiaries has been gradually increasing,
rising from 37,000 beneficiaries in 2000 to 65,000 in 2009, of which 54 per cent are children

%01 USD = 45.27 KGS (xe.com, 16/6/2011)

%! presidential Decree on Providing Monetary Compensations to Selected Categories of Citizens in Connection
with Energy Prices

%2 The energy tariff increase was eventually reversed after a couple of months and after the unrest it created in
the country (see Slay, 2010).

>3 The reversal of the energy tariff increase had no impact on the established benefit levels.

> The GMI is a social standard established by the GoKG in 1998 and adjusted regularly. The level of the GMI
depends on the available budget envelope and the predicted number of beneficiaries. In 1998, the GMI (then
called GMCL) was set at KGS 100, which at that time was about half the value of the food poverty line. In
2008, the GMI was KGS 200, representing only 20 per cent of the food poverty line (Gassmann, 2010; WB
2009c).
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(Gassmann, 2010b).55 The new Law on State Benefits, which became effective in January
2010, introduced major changes to the MSB. First, the value of the MSB is no longer tied to
the GMLI, but determined as a flat rate benefit.”® The 15 categories of MSB recipients receive
transfers between KGS 1,000 and KGS 2,000 per month depending on the respective
category. As a result, the average monthly MSB increased to KGS 1,295.

The Monthly Benefit (MB), formerly known as Unified Monthly Benefit, is the only transfer
specifically targeted to poor households with children. Eligibility depends on household
income (means test) and is categorical upon the presence of children. Prior to 2010, poor
households with disabled persons or elderly people without pension entitlements were also
eligible for the MB. The MB is a variable transfer covering the gap between the GMI and the
average per capita family income. Total household income includes net income of all
household members from all sources, in cash as well as in kind.>" In addition to the variable
MB, fixed transfers are granted to eligible families for the birth of a child and children up to
the age of three. The MB is entirely financed from the republican budget. The available
budget is based on fiscal considerations and lacks a regular adjustment mechanism. As a
result, the value of the MB has eroded over the years, thereby undermining its potential to
mitigate hardship and protect poor families and their children. In 2009, the average MB was
KGS 135 per month. The number of beneficiaries has decreased from 475,000 beneficiaries
in 2007 to 362,000 in 2009, of which children are the majority (87 per cent in 2007). The
increase in real incomes over the past and the substantial reduction of poverty partly explain
the decline. On the other hand, the sluggish and irregular adjustment of the GMI and the
revision of the land coefficients used to impute income from land had a significant impact on
the reduction of eligible families. With the most recent reforms (effective January 2010), the
MB will be targeted to children only.58 The formula for the calculation of the GMI, although
slightly modified, will still depend on the budgetary resources available. In response to the
(planned) energy tariff increase, the GoKG raised the GMI from KGS 204 to KGS 282.
Currently (January 2011), the GMI equals KGS 310 per capita per month.> Further reforms
are planned in order to improve the targeting performance of the MB. Plans include the
introduction of filters (possession of livestock and of durable goods) and a greater role for ail
okmotus® in eligibility assessments (Gassmann, 2010b).

The increase of the GMI is a first and important step towards a more generous and more
effective MB. However, the measure is not appropriate to reduce exclusion and inclusion

% The increase in beneficiaries can be attributed to the growing number of children born with disabilities. Based
on a report by CASE in 2008 (cited in Gassmann, 2010), the deterioration of health care for pregnant women,
worsening nutrition of pregnant and lactating women and young children, poor living conditions and limited
access to health care are potential reasons for the growing incidence of disability among children.

% Decree on determining the amounts of state benefits.

S Among others, the incomes included are: employment, bonus, commercial activities, leases, income from
assets and deposits, imputed income from land (based on productivity coefficients), pensions, private transfers,
scholarships, inheritance. Not included are income from livestock, unemployment benefits, MSB, and single
transfers such as funeral allowances or child birth grants.

%% Law on State Benefits in the Kyrgyz Republic.

*° Information provided by A. Alexandrova (World Bank); email 3 Feb 2011.

% Village council
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errors. With support of the European Commission, the Agency for Social Protection (ASP)
has simulated the alternative targeting criteria using administrative data from a number of
districts. Introducing filters such as the possession of selected durable goods would reduce
the number of potential beneficiaries by 16 per cent compared to the current situation.
Excluding pensions from the calculation of eligible family income, on the other hand, would
increase the number of eligible beneficiaries by 46 per cent (Delarue and Nikaj, 2009).

TAJIKISTAN

Electricity and gas compensations are targeted at poor families connected to the electricity
and/or gas network. Eligible families are identified through a mix of community-based
targeting and means testing. A commission chaired by the deputy-chairman of each district
(hukumat) is responsible for the final selection of beneficiaries. At the jamoat level, a sub-
commission prepares a list of candidate beneficiaries. Households apply for the compensation
at the jamoat. The sub-commission then assesses eligibility based on the household’s receipt
of electricity and/or gas, and the level of household income. A household is eligible if its
income is less than TS 35 per person per month, or if headed by a disabled person, or
concerns an elderly person living alone with a pension income less than TS 35 per person per
month. The amount of the benefit is equivalent to the cost of a basic allocation of electricity
and natural gas.®” Poor households not connected to the electricity or gas grids are not eligible
for the compensation. Compensation is financed from the Republic’s budget and, although
the objective is to cover 18-20 per cent of the population,63 the funds made available are
inadequate to reach this level. Annual budgets are based on current beneficiaries and adjusted
for changes in electricity and gas prices and for general inflation (World Bank, 2010a).

The Compensation for Poor Families with Children is conditional upon school attendance
of the children. The aim of the programme is to reach the poorest 15 per cent of children in
the first nine grades of school (age 6-14, approximately). The programme pays TS 20 every
six months or TS 40 per year. The size of the benefit is considered to be too low to have any
influence on school attendance. The value of an annual transfer covers about 30 per cent of
direct annual school expenditures per average female pupil (World Bank, 2010a).

The Government of Tajikistan has recently embarked on reforming the social assistance
transfers, supported by the European Commission and the World Bank. The reform aims at
consolidating the two social assistance programmes into one single transfer programme. This
would lower the administrative costs and separate social assistance from gas and/or electricity
consumption. Since many of the poorest households live in high mountain areas and are not
connected to electricity or gas supply, they are by definition excluded from receipt of this
transfer. Even after consolidation, the available budget is far too limited to have any
meaningful impact on poverty reduction. In order to close the extreme poverty gap, the GoT

®1 1 USD = 4.63 TS (xe.com, 16/6/2011)

%2 The basic allocations differ per season (winter versus summer) and whether a household uses gas, electricity
or both.

8 Government Order #379.
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In case of the loss of breadwinner the social code foresees in the payment of a survivor
allowance to dependent family members of the deceased breadwinner. The survivor
allowance is a family based allowance and the amount of the allowance is determined as
percentage of the base amount depending on the number of dependent family members.

The social code introduced major changes to the child care benefit. Under the new code, a
universal child care benefit for children up to 1.5 years is granted to all parents, guardians or
relatives taking care of the child. The monthly benefit level is set at 50 per cent of the base
amount.

One of the major reforms introduced in 2007 is the introduction of a universal birth grant for
all newborn children. The birth grant is paid as a lump sum and is equal to one base amount
for the first and the second child, twice the base amount for the third child and four times the
base amount for the fourth and any subsequent child.

The provisions in the new social code changed the previously means-tested social allowance
for persons above the retirement age into a categorical benefit for retired persons without
pension rights. Eligibility for the social allowance starts immediately after the official
retirement age (57 for women, 62 for men). Other eligibility criteria require that the
beneficiary is without work and that he is not entitled to a pension or any other state
allowance. The value of the social allowance is set at 60 per cent of the base amount.

State support is a locally financed and means-tested social assistance benefit for persons
without pensions or state allowances and with an average household income below the
minimum consumption budget. It is a family based allowance with a maximum duration of
three months. The benefit value is one base amount per month. A local commission assesses
the living conditions of the applicant and issues a statement with which the applicant can
apply for state support.

Subsidies and privileges still form an essential part of the Turkmen social protection system.
Gas, water, electricity and salt are provided free of charge to the population up to certain
consumption limits. Nationally produced bread and flour, housing (rent and utilities), national
and international transport, and phone charges are available at subsidized prices for all
residents. Veterans and invalids enjoy further privileges. The Social Code provides an
extensive list of services available to veterans and invalids free of charge or at reduced tariffs,
distinguishing between different types of veterans and invalids. The list includes privileges
such as free medical and dental care, medicines, sanatorium treatment, priority housing and
housing repair, free land plots, interest-free loans, free use of water, gas and electricity
beyond the consumption norms, free or reduced transport, etc. In some cases, privileges are
also granted to families of deceased veterans.

44



The UNU-MERIT WORKING Paper Series

2011-01 Mitigating 'anticommons' harms to research in science and technology by Paul A.
David

2011-02 Telemedicine and primary health: the virtual doctor project Zambia by Evans
Mupela, Paul Mustard and Huw Jones

2011-03 Russia's emerging multinational companies amidst the global economic crisis by
Sergey Filippov

2011-04 Assessment of Gender Gap in Sudan by Samia Satti Osman Mohamed Nour

2011-05Assessment of Effectiveness of China Aid in Financing Development in Sudan by
Samia Satti Osman Mohamed Nour

2011-06 Assessment of the Impacts of Oil: Opportunities and Challenges for Economic
Development in Sudan by Samia Satti Osman Mohamed Nour

2011-07 Labour Market and Unemployment in Sudan by Samia Satti Osman Mohamed Nour

2011-08 Social impacts of the development of science, technology and innovation indicators
by Fred Gault

2011-09 User innovation and the market by Fred Gault

2011-10Absorptive capacity in technological learning in clean development mechanism
projects by Asel Doranova, lonara Costa and Geert Duysters

2011-11 Microeconomic analysis of rural nonfarm activities in the Kyrgyz Republic: What
determines participation and returns? By Aziz Atamanov and Marrit van den Berg

2011-12 Immigration and growth in an ageing economy by Joan Muysken and Thomas
Ziesemer

2011-13State-led technological development: A case of China's nanotechnology
development by Can Huang and Yilin Wu

2011-14 A historical perspective on immigration and social protection in the Netherlands by
Melissa Siegel and Chris de Neubourg

2011-15 Promoting return and circular migration of the highly skilled by Metka Hercog and
Melissa Siegel

2011-16 Voluntary agreements and community development as CSR in innovation strategies
by Vivekananda Mukherjee and Shyama V. Ramani

2011-17 Strengthening the roles of political parties in Public Accountability - A case study of
a new approach in political party assistance by Renée Speijcken

2011-18The elusive quest for the golden standard: Concepts, policies and practices of
accountability in development cooperation by Renée Speijcken

2011-19Are health care payments in Albania catastrophic? Evidence form ALSMS 2002,
2005 and 2008 by Sonila Tomini and Truman G. Packard

2011-200n India's plunge into Nanotechnology: What are good ways to catch-up? By
Shyama V. Ramani, Nupur Chowdhury, Roger Coronini and Susan Reid

2011-21 Emerging country MNEs and the role of home countries: separating fact from
irrational expectations by Rajneesh Narula and Quyen T.K. Nguyen

2011-22 Beyond knowledge brokerage: An exploratory study of innovation intermediaries in
an evolving smallholder agricultural system in Kenya by Catherine W. Kilelu,
Laurens Klerkx, Cees Leeuwis and Andy Hall

2011-23 Dynamics of biosciences regulation and opportunities for biosciences innovation in
Africa: Exploring regulatory policy brokering by Ann Kingiri and Andy Hall



2011-24 The when and where of research in agricultural innovation trajectories: Evidence
and implications from RIU's South Asia projects by Vamsidhar Reddy, T.S., Andy
Hall and Rasheed Sulaiman V.

2011-25 Innovation and Diffusion of Clean/Green Technology: Can Patent Commons Help?
By Bronwyn H. Hall and Christian Helmers

2011-26 Technology alliances in emerging economies: Persistence and interrelation in
European firms' alliance formation By Rene Belderbos, Victor Gilsing, Jojo Jacob

2011-27 Innovation pathways and policy challenges at the regional level:  smart
specialization By René Wintjes and Hugo Hollanders

2011-28 Innovation and productivity by Bronwyn H. Hall

2011-29 Mapping the interdisciplinary nature and co-evolutionary patterns in five nano-
industrial sectors by Lili Wang and Ad Notten

2011-30Assessment of industrial performance and the relationship between skill,
technology and input-output indicators in Sudan by Samia Satti Osman Mohamed
Nour

2011-31 Assessment of skill and technology indicators at the macro-micro levels in Sudan by
Samia Satti Osman Mohamed Nour

2011-32 Education, training and skill development policies in Sudan: Macro-micro overview
by Samia Satti Osman Mohamed Nour

2011-33 Estimating the rate of return to education in Sudan by Samia Satti Osman
Mohamed Nour

2011-34 The importance (impact) of knowledge at the macro-micro levels in Sudan by
Samia Satti Osman Mohamed Nour

2011-35Angus Maddison and Development Economics by Adam Szirmai

2011-36 Managerial ownership and urban water utilities efficiency in Uganda by Dorcas
Mbuvi and Achraf Tarsim

2011-37 Immigration and growth in an ageing economy by Joan Muyskens and Thomas
Ziesemer

2011-38 The Development of Diaspora Engagement Policies in Burundi and Rwanda by
Sonja Fransen & Melissa Siegel

2011-39 Understanding the changing role of the Turkish diaspora by Ozge Bilgili & Melissa
Siegel

2011-40 Understanding Ethiopian diaspora engagement policy by Katie Kuschminder and
Melissa Siegel

2011-41 Engaging the diaspora in India by Metka Hercog and Melissa Siegel

2011-42 Protecting Vulnerable Families in Central Asia: Poverty, vulnerability and the
impact of the economic crisis by Franziska Gassmann



