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REINVESTING IN CHILDREN?
POLICIES FOR THE VERY YOUNG IN
SOUTH EASTERN EUROPE AND THE CIS

Kitty Stewart and Carmen Hueftta
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Economics, < k.j.stewart@Ilse.ac.uk> and <m.c.h@ld¢a.ac.uk>

Summary: Economic collapse in the former Communist blat e soaring levels of child poverty
in the 1990s. The effects of rising unemploymemgdaremployment and wage arrears were
exacerbated by the erosion of state support foiliswith children as governments responded to a
collapse in revenue.

Since 1998, even the poorer countries of the bthose in South Eastern Europe and the CIS
- have seen a return to economic growth. But hbhgebenefits of growth been felt by children? Are
child support policies being restored or restrueduas economic conditions improve, and to what
effect?

This paper examines three aspects of governmergosgupor the youngest children —
maternity leave policy, child and family allowancaad pre-school/nursery provision. For each
aspect, it explores formal provision before usinigrodata to analyse the allocation of each service
across the population in four countries: Bulgafiinania, Moldova and Tajikistan. Is provision now
skewed towards poorer households (e.g. becausdfautiee means-testing)? Or towards richer
households (e.g. because of charging policies fersphool)? For the case of child allowances in
particular, it also uses the microdata to examihetiher and where the allowances are large enough
to lift children out of poverty.

The aim of the analysis is to assess the adequackild support services in the countries
under investigation, and to seek lessons from reaceessful countries in the region for others where
child support is not reducing child poverty. Thg@aconcludes that most countries in the region are
spending insufficient resources on policies foywasung children, and that while in some countries
family allowances are targeted towards poorer Huoalgls with some degree of success, pre-school
overwhelmingly benefits urban families and the dretff, while paid maternity leave is in practice
increasingly rare, despite generous formal prowisio

The paper calls for governments and donors to pagitgr attention to the needs of very
young children. It calls for a substantial increaspublic spending on each of these policy araad,
it further recommends that governments (a) intredpioxy means tests to improve the targeting of
family allowances; (b) make maternity benefit aable on a social assistance as well as a social
insurance basis; and (c) make a commitment to ewgtinat all 3-5 year olds have free access to
some early years education each week, albeit @mtaipe basis.

Keywords: children, child poverty, family allowances, matigy benefit, pre-school.
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1. INTRODUCTION

The countries of South Eastern Europe and the GI& & history of low poverty and
extensive state support for young children. Guaeshtemployment ensured that most
families had an income from earnings. Wages wexe bt prices and rents were controlled,
protecting households from severe material depamathough average living standards were
poor in western terms. State investment in mateamal early child health was evident
through much lower levels of infant mortality than countries of similar income levels.
Widespread pre-school provision was available,valg mothers to work and giving
children a start in early education; educationtdiament was also much better than that in
similar income countries, with many countries odipening the west in international
comparisons

All this changed with the collapse of communismhas been well-documented, in
particular by regular reports from UNICEF's MONEHKoct (see e.g. UNICEF 1997;
UNICEF 2001). Wage income evaporated for many warkas state industries became
bankrupt and closed down. The generosity of aduifictate financial support for needy
families was eroded by inflation and budgetary t@msts. Children’s services suffered as
government revenue collapsed.

Since the late 1990s, however, countries acrossetfien have been experiencing a
return to economic growth, offering governmentses ropportunity to reinvest in children.
This paper asks whether and how far they have tékisnopportunity, and whether state
support and services for children are now startimgexpand. As well as protecting a
vulnerable group, investing in children can be sasntaking the long view: the health,
education and development of children are vitatigeinants of any society’s future.

The paper focuses in particular on the very youngaglren, those of pre-school age.
In many countries in the region the risk of povastyhighest for the youngest children (see
Menchini and Redmond forthcoming), while the impade of early childhood for later
outcomes is also becoming increasingly clear. kanmple, evidence from the US suggests
that income poverty in early childhood is particlyyamportant for later life chances — more
so than income poverty in adolescence (Duncan aodkB-Gunn 1997). There is also a
growing literature which highlights the importanoé other, non-income aspects of early
childhood. It has been established (for the UK #dredUS) that early maternal employment
can have adverse effects on a child’s later cognitiutcomes, especially if mothers work
full-time in the first 12-18 months of life (Waldjel et al., 2002, Brooks Gunn et al., 2002,
Ruhm 2004, Gregg et al,. 2005). Later on, fromage of two or three, there is evidence that
pre-school can play an extremely important rolgaparing children for both social and
academic success in school (Waldfogel 1998, Sylzh ,e2004).

With this literature in mind, the paper looks atehtypes of policy affecting children
of pre-school age: family allowances, maternity dig¢a and pre-school provision. These
policies are key from both a financial and a wigerspective. Family allowances represent
clear financial support to households with childr@monthly allowance helps a household to
shoulder some of the additional costs associatéd naising children. Maternity benefit also
has obvious resource implications for households tanhe of particular pressure, as the loss
of a mother’'s wage income in the first few montlecides with the extra costs of a new
baby. But maternity benefit has wider implicaticl® if it enables mothers to remain at
home for longer in the first year. In addition to@ional and cognitive benefits for the child,



paid maternity leave can have serious implicationschild health: recent studies of OECD
countries have found that increases in the lendtlpaadd maternity leave are strongly
associated with falls in the rate of infant mottaRuhm 2000, Tanaka 2005). Pre-school
provision can also serve two purposes, allowingother to go out and work, thereby raising
household income, but also playing a key role ifdattevelopment and socialisation.

There are of course many other elements of goverheswpport which affect families
with young children, including the generosity ofeamployment benefit and the level of
pensions in countries where multi-generational bbaokls are common. Clearly, however,
this paper cannot cover all of these. The threecigsl chosen, explicitly aimed at the
youngest, are arguably of particular importanceth&tsame time they give us a barometer of
the priority given by these societies to the yowgéildren.

The following section provides some macroeconomackground to the paper,
discussing the fall and recovery in GDP and prangdipreliminary evidence from
administrative data on what has happened to papbading overall. Sections 3, 4 and 5 then
examine provision across the region of each oftihee types of support in turn. In each case
we look at the formal rules governing provision atédministrative data on coverage before
drawing on microdata for four countries to expltre distribution and impact of policies in
more detail. Microdata are examined for Bulgariagldbva, Albania and Tajikistan. This
provides a spread of countries across the regitthpugh they are not necessarily the
countries that would have been chosen from finstcles: for one thing, Bulgaria, Moldova
and Albania are all relatively small countries, @mel four together cover just 2 million of the
region’s 27 million children aged 0-6. Inevitabhgwever, the choice has been restricted by
data availability.

Section 6 uses the microdata to examine the combmpact of some of the policies
— are some families benefiting from all three typésupport and others from none? Section
7 concludes, seeking to summarize the paper’srfgedand to draw out recommendations for
how countries in the region can seek to improveigion in the future.

2. MACROECONOMIC BACKGROUND

Both the extent of the economic shock which folldwi989 and the speed of subsequent
recovery varied considerably, but since the eafl908 it has been possible to say that
economies across South-Eastern Europe and theppkaato be on an upward trajectory of
growth. Figure 1 shows changes in an index of Gbgeven countries, including at least one
in each of the five sub-regions covered in thisgogCentral Eastern Europe, South Eastern
Europe, the Western CIS, the Caucasus and Cerdiaf Mata are taken from the UNICEF
TransMONEE databageNot all countries are fair representations of akigers in their sub-
regions — Albania represents by far the strongexjrpss in its group, and both Moldova and
Tajikistan the weakest in theirs, each having facedsiderable obstacles to recovery (see

! Under Central and Eastern Europe we include Bidgard Romania; under South-Eastern Europe
Albania, Croatia, FYR Macedonia, Bosnia-Herzegowand Serbia and Montenegro; under Western
CIS Moldova, Russia, Belarus and Ukraine; underGhaecasus Azerbaijan, Armenia and Georgia;
under Central Asia Kazakhstan, Kyrgyzstan, TajéistTurkmenistan and Uzbekistan. Countries
which have recently joined the European Union ateconsidered.

2 The TransMONEE database is a time-series set mirgstrative data, collected annually by the
UNICEF Innocenti Research Centre in Florence fromtiomal statistical offices in each of the
transition countries. A public version of the datsé can be downloaded from the Innocenti website
at <www.unicef.org/irc>



Falkingham 2001 on Tajikistan, and Cornia 2004 oalddva, which recorded a deeper

recession than any other transition country exGaairgia). However, the figure does give a
good picture of the spread of change, and illussréthat recovery had begun even in Moldova
by the year 2000.

Figure 1: GDP from 1989 to 2003 (1989=100)
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Source TransMONEE database 2004.

In many countries, government revenue and hencelbymvernment spending fell
more sharply than GDP as revenue raising capaetridrated. Figure 2 illustrates for three
countries, Bulgaria, Albania and Georgia. In atieth countries, public spending fell further
than GDP and has been slower to recover. In Bagand Albania, however, we see the
impact of efforts made to ensure that social sespmnding — and education spending in
particular — was relatively protected. This is #gra withessed across the region, although it
is not universal: in Georgia spending on both Ieaftd education fell by considerably more
than overall public expenditure.

It is beyond the scope of this paper to considedetail reasons behind the gap
between GDP and total government spending illusdran Figure 2, although this gap is
clearly central to the paper’s concerns (see Cheasl Davis 1996, Pinto et al., 2000 and
Klugman et al., 2002 on the causes of revenuerdeclvhich include weak revenue raising
capacity and the loss for many CIS countries ofstuitiial transfers from Moscow). We
cannot expect growth in spending on children’s ises/to mirror growth in GDP if the
capacity to raise public money is not there. Onater hand, we have also seen that there is
room for prioritization within the government budgEurthermore, the recent return to GDP
growth means states once again have the opporttmitgake positive choices about the
shape of future society, even if making the mogshee opportunities first requires action on
improving resource-raising power. If what happeasthe very young is important for
children’s own future outcomes and for those ofdbentry as a whole, a share of expanding
economic resources should be channelled to serpicgscting and promoting child well-



being and development. How this can be done, amd d$tates can build on the positive
legacy of communism rather than letting it slidegynbe seen as a key challenge of the post-
transition period.

Figure 2: Real GDP and public expenditure in Bulgaia, Albania and Georgia

Bulgaria
140
120
100 + —e—GDP
80 + )
M —x— Spending on
60 1 education
W
40 —o— Total government
20 - spending
0 ‘ ‘ —a— Spending on health
Y & &
Y v v
Albania
140
120 - —e—GDP
100 - A/’N/v
80 X F~e>—*-| | —— Spending on
60 - w/ﬂ—ﬂ education
40 1 —o— Total government
20 - spending
0 —a— Spending on health
Q N ) %
S O Q Q
N A S
Georgia
140
120 —e—GDP
100
80 - —o— Total government
60 - spending

—a— Spending on health

—¢«— Spending on
education

Source Calculated from TransMONEE database, Tables §.8),10.1 and 10.4.




To some extent, the task may be made easier bgaimographic shift illustrated in
Figure 3. The size of the cohort of very young at@h has shrunk dramatically across the
transition area over the past decade, in part ateflg demographic changes witnessed
throughout the industrialized world, but furtheraegrbated, it would seem, by family
responses to falls in living standards and econoumcertainty (see Grogan 2002 and
Heleniak 2005 for further exploration of the causktertility decline in the region). Figure 3
suggests that in eight countries out of nineteenntimber of children aged 0-6 in 2002 had
fallen to less than 60 per cent of the number i8919vhile only one country, Turkmenistan,
saw the cohort grow over the period. It should bted that for the later year official data
may underestimate the number of young childrenames of the southern countries in
particular: recent surveys have pointed to possgdes in birth registration in several
countries in Central Asia and the Caucasus asudt refsthe very high cost of registration
relative to the average wage (see UNICEF 2001, pri® UNICEF 2003). But inaccurate
data are likely to represent only a small parhefdverall phenomenon.

Figure 3: A shrinking cohort: Children aged 0-6 in2002 as a share of children aged 0-6
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Falling numbers will have reduced the cost of pilowg a given level of support to the
very young, while the numbers also point to theengy of improving levels of assistance to
young families if the birth rate is to recover. the same time, however, a shrinking cohort
also means the likelihood of less internal polltipeessure to provide the sorts of policies
discussed in this paper, alongside a shift towargsority for policies for older people. This
suggests that it may be particularly importantdaternal and donor agencies to continue to
remind governments of the importance of investmgdung children.



3. MATERNITY BENEFIT

As noted in the introduction, maternity benefitzda dual role to play in promoting child
well-being and development in the first few monthdfe. First, along with birth grants, they
are crucial in protecting household income at ay warinerable time. In their absence,
families in which a mother has been working areliiko experience a substantial drop in
income just as demands on the household budget rise

At the same time, paid maternity leave enablesesmodurages mothers to spend time
at home both immediately before and in the first faonths after birth, and this has been
shown to have a significant impact on child deveiept. It has been established for the UK
and the US that early maternal employment can laerse effects on a child’s later
cognitive outcomes, especially if mothers work -fithe in the first 12-18 months of life
(Waldfogel et al,. 2002, Brooks Gunn et al., 206&)jhm 2004, Gregg et al., 2005).
Throughout the first year there is also a healtpaot: recent studies of OECD countries have
found that increases in the length of paid matgie#ve are strongly associated with falls in
the rate of infant mortality (Ruhm 2000; Tanaka 200n part this is because paid maternity
leave appears to reduce low birth weight (perhagsisse it allows a mother to stop working
some weeks before the birth); in part it is liketybe related to higher breastfeeding rates.
Both transmission mechanisms point also to longrtenplications for morbidity. Focusing
on the first three months post-birth, (Berger et aD05) find considerable associations
between early return to work and a decline in imisation and breastfeeding; children
whose mothers return full-time in the first 12 weelso display higher rates of behavioural
problems at age four.

As context, there is a fairly wide range of matgrieéave packages offered across
OECD countries (see Bradshaw and Finch 2002). T¢end@navian countries are most
generous: Sweden provides 1.2 years of leave wdanohbe shared between parents, most of
which is paid at 80 per cent of salary, while Noyvedfers 48 weeks at 80 per cent of salary
or 38 weeks at 100 per cent. At the opposite entiekpectrum, the US is the only country
of the 22 examined by Bradshaw and Finch whichrsffe paid leave at all, though five
states pay a maternity allowance for a number ekweat a low level (e.g. in New York leave
is paid at the level of unemployment benefit). Mostintries fall into a range of offering
between 12 and 18 paid weeks, with compensationdaset 60 per cent and 80 per cent of
salary. It is worth noting that a large number ofigtries have increased the duration or
generosity of either paid maternity leave or paktdave in recent years, as governments
seek to make it easier for parents to balance aod<family life.

3.1 FORMAL RIGHTS AND ADMINISTRATIVE DATA

Table 1 shows the provision made for maternity bene each of the countries covered in
this paper. On paper, the situation looks fairlpiessive, with all countries offering a period
of paid maternity leave comparable in length torage OECD levels, but often at higher
rates of compensation. In Bulgaria, Romania andGbemonwealth of Independent States
(CIS), working mothers are in general entitled touad four months paid leave (though
throughout the CIS at least half of this must betabefore the baby’s birth). In most cases,
leave is paid in full at the level of the mothepti®vious monthly salary, though in Belarus
minimum and maximum restrictions apply. Exceptionslude Romania, where mothers
were paid 85 per cent of their monthly earningsrdfie previous six months until a recent
change to 85 per cent of the gross average sasay 1o set up the state national insurance



budget, benefiting those in lower paid jobs (Roraa@buntry Analytical Report, 2003).
Similarly, in Armenia, the benefit is equal to theerage monthly salary. In Uzbekistan, the
Mahalla (local citizens’ self-governing bodies) kaaeen responsible for allocating maternity
benefit on the basis of perceived need since 1888, we have no further details on the
guidelines governing length of provision or bensite (Coudouel and Marnie 1999).

Table 1: Formal rights to paid maternity leave 2003

Duration Value Eligibility Changes since
1989
Bulgaria 135 days (45 to be 100% Available on
taken before the birth | earnings; both a social
and 90 afterwards) minimum insurance and
wage for a social
non-insured | assistance
basis
Romania 126 days 85% wage |rLinked to 2000: share of
last six employment; | base salary
months need six extended to 85%

months of for all
contributions | 2004: value to

to social change to 85%
security averagesalary
scheme (benefiting those
immediately | on lower

prior to incomes)
childbirth.

Albania 365 days (35+330) plus80% salary | Employment | 1994: duration of
25 extra days for over last year for more than| second part of
multiple births for 150 days;| one year leave increased

then 50% from six months

Croatia 6 months, plus 100% salary | Linked to 1996: leave
additional leave until | (with employment | extended to three
the child is one (or minimum years for twins
three for twins and and and third and
third and subsequent | maximum subsequent
children). restrictions; children,

the including for
maximum is unemployed
lower for mothers.
additional

leave, and a

fixed rate is

paid after

child is one)

% In 2003, National Statistical Offices were asked the MONEE Project to accompany their
standard data reporting with a Country AnalyticapBrt on ‘Mothers’ Employment and Child

Poverty’. These reports have been used as baclkgjioformation and data sources for this paper.
They can be downloaded from the IRC’s website: wuimicef.org/irc.
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Table 1 (cont.): Formal rights to paid maternity leave 2003

!

FYR 9 months plus 3 extra | 100% Conditional
Macedonia | months for multiple average wage on health
births insurance
Serbia and 365 days 100% Linked to Current law 1992
Montenegro earnings (up | employment
to maximum
5 times
average
wage)
Belarus 126 days (70+56) plus 100% Linked to 1991.: period
14 extra for multiple | earnings employment | before birth raisec
births/ (with from 56 to 70
Complications minimum days
and
maximum
restrictions)
Moldova 126 days plus 14 extra 100% Linked to
for multiple births/ earnings in | employment
complications last 2 months
Russia 140 days (70+70) plus100% Linked to 1992: duration up
16 extra days for earnings employment | from 112 to 140
multiples days
1993: extended ta
women laid off
during pregnancy
1995: extended ta
full-time students
1997: extended ta
156 days for
multiple births
Ukraine 126 days (70+56) 100% Linked to 1991.: duration up
earnings employment | from 112 to 126
days and from
50% to 100% of
wage
Armenia 140 days (70+70) 100% Linked to 1991.: duration up
earnings employment | from 122 to 140
days 2004 to be
reduced to 112
days
Azerbaijan 126 days plus 14 if in | 100% Linked to Current law
agriculture, plus 14 for | earnings employment | 1997/1999
multiple births/
complications; or 16/40
if in agriculture
Georgia 126 days (70+56) 100% Linked to
earnings employment




Table 1 (cont.): Formal rights to paid maternity leave 2003

Kazakhstan 126 days plus 14 for | 100% Linked to
multiple births/ earnings employment
complications

Kyrgyzstan 126 days (70+56) plus 100% Linked to
14 for multiple births/ | earnings employment
complications

Tajikistan 140 days (70+70) plug 100% Linked to
14 for multiples and 4Q earnings employment
for complications

Turkmenistan| 112 days (56+56) plus100% Linked to Current law 1998
16 for multiples and 4Q earnings employment
for complications

Uzbekistan Responsibility for 1999: shift away
maternity benefit from traditional
allocation in the hands employment-

of citizens’ self- based system
government bodies (th
Mahalla); allocated on
basis of perceived need

112

Source UNICEF (Women in Transition) RMR6; Social SecuriBystems Across the World;
UNICEF MONEE Country Analytical Reports for 2003 fRomania, Bulgaria, Albania, Moldova,
Serbia, Belarus, Turkmenistan, Kazakhstan, AzeabaijTajikistan, Armenia, Kyrgyzstan and
Macedonia. Also Coudouel and Marnie 1999 on UzhekRis

In South Eastern Europe, formal provision is magaegous, with the period of paid
leave ranging from six months in Croatia to a fyéar in Albania and Serbia and
Montenegro; in Croatia women can also take addititeave until the child is a year old (or
three years old for twins and third and subsequ#iitiren), though at a lower rate of
compensation. In the Former Yugoslav Republic aicktionia nine months is available, or
twelve for multiple births. In Albania leave is daat 80 per cent of earnings for the first six
months and at 50 per cent thereafter; in the oplaets of this sub-region 100 per cent of
earnings are replaced, though in some cases wititmmim and maximum restrictions.

The final column of the table, which indicates alpes since 1989 (where it is has
been possible to identify these) shows us thatggmhave in general made the systems more
generous by increasing the number of days paiceleavan attempt to cushion some of the
impact of reforms and perhaps to compensate forctbsure of many pre-schools and
nurseries as enterprises faced economic crisis§segon 5 below). In many countries (e.g.
Croatia) more generous leave is also part of amlgp®o-natalist drive, aimed at reversing
the decline in the birth rate. The only countrywhich maternity rights have tightened is
Armenia, where budgetary constraints have led tvemgment to reduce the number of days
to 112, after an increase from 122 to 140 at the sf the 1990s.

However, maternity benefit is not a statutory righailable to all new mothers.
Almost across the board, it forms part of a sooiglurance package which accompanies
formal employment. The self-employed and some afjural workers are also covered,
usually providing they have made insurance payméntsa minimum qualifying period.
Coverage is also extended in most cases to theteegil unemployed, with the monthly
benefit set at the level of the minimum wage. Butse engaged in informal and black market



employment are not entitled to paid leave; nor tAgse without work who have left the
labour market altogether and are not registerednamployed. Only Bulgaria stands out as
rather different, with maternity benefit availalde a social assistance as well as a social
insurance basis.

It should be made clear that these limitations dm vus eligible for paid maternity
benefit are common to most industrialized countrladeed the inclusion of the formally
unemployed may be seen as generous: Bradshaw aod 002) find that only Belgium,
Denmark, Finland, France and the Netherlands offatutory maternity pay to the
unemployed and the self-employed as well as empky¢he other 13 countries they
examined restrict benefit to those who are empldgea specified period and/or who have
been paying social security contributions. Somentrtes do offer a maternity allowance to
those not eligible for maternity pay, but Luxemlgpig the only country to offer an allowance
to all such mothers; France and Greece offer a sagmted allowance regardless of
employment or insurance status, but in Austria, Wike and the US there are employment
restrictions.

However, the limitations on eligibility are arguglaf particular importance for this
part of the world. The transition has seen largeeases in informal employment, as state-
owned industries collapsed and people sought wodny way they could. There are limited
figures on the growth of the informal economy, lsdattered evidence points to its
significance. The International Labour Organisatestimates that the share of the urban
workforce engaged in informal employment grew frdmper cent to 12 per cent in
Kazakhstan between 1994 and 1995 alone; and froped2ent to 30 per cent in Kyrgyzstan
between 1994 and 1999 (ILO 206%olev (1998) found the informal job market beirged
as an essential safety valve in Russia in 1995himse laid off or experiencing long periods
of unpaid leave in formal sector jobs. The Cleantids Campaign has estimated that in parts
of Poland as much as 50 per cent of clothing mauifismg takes place in the grey economy
(cited in Pollert 2002). We also know that in severountries, employment in agriculture
increased in the 1990s as other forms of employntessppeared: in Azerbaijan and
Romania the share working in agriculture rose f@@rper cent to over 40 per cent, while in
Moldova, Tajikistan and Kyrgyzstan over half thepplation worked in agriculture by the
early 2000s (Cazes and Nesporova 2003). In margsdass is likely to mean working on a
family farm or plot of land. At the same time, anmher of discouraged workers have left the
labour market altogether. Registered unemploymaeust rever really taken off, perhaps in
large part because the level of benefits, outpagadflation, has hardly been worth claiming.

Women appear to have been disproportionately &ifielby the employment situation.
In Russia, for example, women lost seven milliomTal sector jobs between 1990 and 1995
while men lost one to two million (UNICEF 1999).iHgnce from Central Asia also suggests
that a greater proportion of female than male egg#e have been laid off, and that more
women than men are on unpaid leave (Falkingham)20®Hhddition, women appear to face
greater difficulty in re-entering employment. Evdfisck and Samorodov, 1998 (cited in
Falkingham, 2001) report that women were hiredjdist one out of every four new jobs in
Kyrgyzstan. A study for Poland found married stdatube a serious handicap for unemployed
women (UNICEF 1999), a result which may well be enbroadly applicable: in Albania, job

* Note, however, that definitions vary slightly file two estimates for Kyrgyzstan: the 1994 estimate
excludes the electricity, gas and water sectorstevthe 1999 estimate excludes agriculture. Both
Kazakhstan estimates exclude agriculture, miningpstruction, trade, restaurants and hotels,
suggesting the true figures would be much higher.
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announcements can be seen daily calling for swgleen, in contravention of the country’s
labour code (Albania Country Analytical Report 2R0B is no surprise, then, that, while
formal rights remain strong, this does not alwagsglate into positive reality, and the level
of take-up of paid maternity leave in practice agpdo have fallen sharply across much of
the region. (At the same time, there is evidenat the formal rights themselves may be
having a negative impact on female labour markétwues: the Poverty Reduction Strategy
Paper for Macedonia claims that maternity leavescare responsible for lower female wages
(Government of the Republic of Macedonia 2002, ).21

Figure 4 shows available data for four countriekeh from the MONEE database.
The figure shows the change in the average numbdays paid maternity leave taken for
each live birth since 1989, an average taken aalbgsaothers, whether they take any paid
leave or not. In the case of Azerbaijan, some 23 dvere taken on average at the start of
the period, dropping sharply from the mid-1990gutst 60 days in 2002, less than half the
formal entitlement. (It is not clear why the numbsrdays exceeds the level of formal
entitlement at the start of the period; it may battthe data records all those who are on
leave, including those on unpaid leave at the drideoperiod of paid leave.) Fewer data are
available for Tajikistan and Albania, but the trearl number of days taken appears similar,
though decline in Albania is less sharp. HoweverCroatia we see a very different story,
with numbers of days leave taken rising acrosspeod. The increase may reflect the
change in Croatian law in 1996 which extended thktrto paid additional leave to three
years for twins and third and subsequent childreriuding for unemployed mothers.

Figure 4: Average days maternity leave for each lev birth
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Source TransMONEE database 2004.

The Country Analytical Reports drawn up for UNICE¥ national statistical offices
provide some information for other countries. #&rtgular, the Moldovan report notes that a
large difference between the number of live birded the number of paid maternity
allowances (and also birth grants) has emergedhfoffirst time only in the last few years,
with births now four times higher than paid matgrnallowances (Moldova Country

11



Analytical Report 2003). The report points to tieerin the number of non-insured mothers,
those who were outside the labour market at théfgng point of 30 weeks of pregnancy.

Another indication of numbers claiming is given bigta on total government
spending on maternity leave payments, shown inrEidu (spending on birth grants and
parental leave is also included to be fair to coastwhich are more generous on one of these
aspects of support). Once again, Croatia standsaatlt spending rising as a share of GDP
throughout the 1990s to reach 0.9 per cent by 20@0World Bank (2001, p.31) also points
to ‘exceptionally high levels of spending on sodrahsfers’ in general in Croatia. However,
the spending share has also been rising steadBglarus, reaching 0.65 per cent by 2002;
and has remained stable at around 0.25 per ceBtlgaria. Ukraine, Russia and arguably
Moldova show signs of an upward trend in recentg/@a economies have recovered, though
spending remains low. In all other countries withaitable data, spending has fallen
(precipitously in the cases of Kyrgyzstan and Sednd Montenegro), now lies below 0.2 per
cent of GDP and shows little sign of recovery. lRmuch of the period this represents a
shrinking share of a shrinking pie.

Figure 5: Spending on maternity leave benefits asshare of GDP
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Source TransMONEE database 2004.

Note Includes spending on maternity leave, parentaldeand birth grants.

This level of expenditure is not strikingly low cpared with spending on maternity
benefits as a share of GDP in many other OECD cesntas is illustrated in Figure 6. The
current spending share in Croatia ranks that cgugrahead of Sweden and Norway, while
Belarus also ranks very highly. Bulgaria falls sarhere in the middle of the chart, between
Germany and Poland, while Moldova and Albania locoknparable to Portugal, Spain, Italy
and Belgium, with spending more generous than iat@lia, Ireland or the UK. However, it
may be argued that rankings at this end of thernatenal table are disappointing for
countries with a strong inheritance in this arespeeially given the negative direction of
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change in many cases. The performances of otheefoCommunist states such as Hungary,
the Czech Republic and Poland serve as indicatbrnvghat this group of countries could
perhaps be aspiring to.

Figure 6: Spending on maternity leave benefits asshare of GDP in OECD and

SEE/CIS countries, 2001
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Source OECD calculated from OECD Social Expenditure bBate (SOCX) 2004. SEE/CIS from
TransMONEE database.

Note Data include spending on maternity allowancetemdy leave, parental leave and birth grants
as well as statutory maternity pay. ‘Very poortifined as a household living below an expenditure
poverty line of US$ 2.15 a day per person, and rpas living in a household with less than US$
4.30 a day per person (the category ‘poor’ theeefiocludes the ‘very poor’). In Bulgaria, 17 pente
and 42 per cent of households with a child undéallinto this category under the definition of
expenditure used here, which excludes expenditareent, health care and durables. See Menchini
and Redmond (2006) for further detail.

3.2 MATERNITY BENEFIT: EVIDENCE FROM MICRODATA

In sum, the prevalence of paid maternity leave apgpé¢o be falling across much of the
region, despite formal rules which are generallyvimg towards greater generosity.
Microdata analysis gives us perhaps the most teligstimate of the share of women
receiving benefit in practice, as well — in prireip- as allowing us to investigate whether
there are differences within countries in the cb@mastics of women on paid leave; for
instance, whether poorer or richer mothers are tilagly to receive maternity benefit.

As noted above, microdata analysis was conductedoiar countries — Albania,
Bulgaria, Moldova and Tajikistan (details and sumynstatistics for the four surveys are
provided in Annex 1). For Moldova, the householdvey unfortunately contained no
guestions on maternity benefit receipt. For twahaf remaining three countries, Albania and
Tajikistan, just 1.4 per cent and 0.35 per cenpeesvely of households containing a child
aged under two claimed to receive any income froatemity benefit. This is despite
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extremely generous formal provision in Albania fulh year’s leave, paid at 80 per cent of
salary for the first 150 days and at 50 per centtfe remainder. In common with most of the
rest of the former Soviet Union, formal leave isisiderably shorter in Tajikistan — 140 days
on full pay, of which 70 are to be taken before ltivéh and 70 after. At best, then, we would
expect less than 10 per cent of Tajik householdb wichild under two to be reporting
maternity benefit receipt. But the true figure @ fower, and suggests that in reality only a
tiny fraction of mothers of newborns receive angpeave. Measurement error may also be a
partial explanation, but the finding is supported Tajikistan at least by the very low
spending share recorded in Figure 5: the emplowtirged nature of the maternity benefit
system appears to exclude the vast majority.

The tiny number of recipients rules out furtherlgsia of the characteristics of those
on leave in Albania and Tajikistan. In Bulgaria,dantrast, receipt of maternity benefit is
very common: nearly half of households with a chitdler two (47%) were receiving benefit
at the time of interview. In Bulgaria, mothers &emally entitled to take paid leave until a
child is two, although on a reduced level of ben@fie minimum wage) after the first three
months. As noted above, uniquely among countrieshan region, in Bulgaria leave is
available on a social assistance as well as aldosiarance basis, with benefit in this case
paid at the level of the minimum wage from thetsf@ine fact that benefit is not solely linked
to employment may explain why such a comparativéiyn share of Bulgarian mothers are
able to take it up. Analysis of the characterisb€those in receipt further indicates that at
least as many women from poor as non-poor backgswenefit. Figure 7 illustrates,
showing receipt by urban-rural status, mother’'scatian, expenditure quintile and poverty
status’ Receipt is more prevalent in urban areas and anhessy advantaged categories,
although only in the case of education are theedbfices statistically significant (perhaps
because of the small size of the sample: therguatel 94 women with a child under 2). The
education results are striking: mothers with omynary education appear to be nearly twice
as likely as those with a university degree to ikecenaternity benefit.

® Poverty status is measured against two poversslione of US $2.15 per capita per day (‘very
poor’), and one of US $4.30 per capita per daydthoa category which encompasses the ‘very
poor’). Both lines are converted into local curnefimm US dollars using Purchasing Power Parity
exchange rates based on OECD estimates for the2@8dr. The World Bank has argued that the
$2.15 line is more appropriate for the Europe apdtal Asia region than the standard dollar-a-day
line because of the extra costs of heat, wintethitig and food in colder climates (see World Bank,
2000). The $4.30 line is also used as it is likelypbe more appropriate to the richer parts of the
region, such as Bulgaria.
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Figure 7: Share of households with a child 0-2 witla member in receipt of maternity
benefit: Bulgaria 2001 (survey data)
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Notes (1) N=194. (2) ‘Very poor’ is defined as a houskehliving below an expenditure poverty line
of US$2.15 a day per person, and ‘poor’ as livingaihousehold with less than US$4.30 a day per
person. Hence the ‘very poor’ are a subset of pleer’. In Bulgaria, 17 per cent and 42 per cent of
households with a child under 6 fall into this catey under the definition of expenditure used here,
which excludes expenditure on rent, health care duachbles. See Menchini and Redmond,
forthcoming for further detail. (3) Categories ke ** are significantly different from the referem
group (the first in each category) at the 5 pet t=rel. The only significant difference in thissesis
between mothers with primary and university edweati(4) Quintiles are expenditure quintiles,
calculated across the full population.

The higher share of mothers with lower education ate receiving maternity benefit
may reflect a greater incentive and motivationgtum to work early among mothers with
more interesting and more highly paid jobs. It laugible that most higher paid women
choose to return to work after three months, whenright to leave on full pay runs out,
while lower paid women — and those without jobsrefgr to remain off work for up to the
full two years, compensated at the rate of the mimn wage. What a high level of coverage
does not tell us in itself, of course, is how intpat the benefit is for family incomes. The
minimum wage in many countries has fallen to vesw llevels, so for those claiming
maternity benefit through social assistance or bdyihe three months on full pay it may be
that the level of the benefit is rather insignificaln practice, however, maternity benefit in
Bulgaria does appear to represent a very impodaate of household expenditure for those
receiving it, particularly in the bottom quintile®n average, receipt is equal to some 41 per
cent of household expenditure in the bottom quenimong those receiving the benefit), and
to between 21 per cent and 27 per cent in higheeitibps.
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In sum, Bulgaria appears to be the only countreighteen covered in this paper
which tries to ensure that all women receive somie fime at home in the months after
childbirth, regardless of their employment histoby, making maternity benefit available
through the social assistance system. This eBartflected in the survey data results, as well
as in the overall spending data shown in Figurevidere we see spending on maternity
benefits as a share of GDP in Bulgaria well abdwa in Albania and Tajikistan, the other
countries with microdata. We noted earlier in gestion that the social assistance element of
the Bulgarian system is unusual also for OECD awesytvery few of which make maternity
payments of any kind to mothers who are not em@syend are not covered by insurance.
Bulgaria may offer something of a unique model ddher countries in the SEE and CIS
region to follow, certainly in the short and medit@m, given the widespread phenomena of
non-employment and informal employment which has@apanied the transition.

4. FAMILY ALLOWANCES

In many countries across the world, at least soaneq child allowances are universal — paid
to all households with children regardless of ineomreflecting a belief that children are a
public good, not simply a private lifestyle choi@d that society as a whole should assist
with the extra costs households face in bringirethup. Elsewhere, allowances are means-
tested — aimed at providing most support to thogeast difficulty, and at protecting children
from poverty because of the impact this can havehenrest of their lives. Some countries
employ a combination of the two types of allowar@edshaw and Finch (2002) find that 14
of 22 industrialized countries examined have a ensial child benefit (the exceptions are
Australia, Canada, the USA, New Zealand, Germdaly, IPortugal and Spain), while 10 pay
a means-tested benefit. Five countries (Austrianée, Greece, Ireland and Japan) pay both a
universal and an income-related benefit, while éhf&ustralia, Canada and New Zealand)
pay neither, though each of these has a systencofme-related tax credits for families with
children. Bradshaw and Finch point to a generaldri®wards delivering support to families
through the tax system in this way: for instancejuanber of countries such as the UK
combine a universal child benefit with an incomkated tax credit. However, tax credits are
not considered further here given the less devdloagure of the tax system in many of the
countries covered in this paper.

The advantages and disadvantages of means-tegiiagsvuniversal provision have
been widely rehearsed (see e.g. Atkinson 1995Q€liaig resources on those most in need
seems certain to allow a greater reduction in ggvlar a given investment. However,
targeting brings with it a considerable administ@atburden. The mechanism for the means-
test needs to be well-designed and well implemersted carries with it the risk of excluding
some of those in most need, because of the stignapplying for a means-tested benefit,
because of lack of information or because of paniaistration. In the words of Weisbrod
(1970), means-tested benefits may be guarantedak tbetter than universal systems at
providing ‘vertical efficiency’ (ensuring that onle poor receive assistance), but may be
less effective at delivering ‘horizontal efficiencgensuring that all the poor receive
assistance). There are also disincentive effe@s tiave to be taken into account: means-
tested benefits are withdrawn as private inconesrisreating the danger of a poverty trap in
which households have no incentive to increase theome through earnings, for example.

Universal benefits, on the other hand, are stréagvard and relatively cheap to
administer, and have a much higher likelihood ofering all the poor. Universal benefits can
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be politically more popular, because richer andanarcal groups benefit too. They are also
more likely to be updated in line with incomes,tlhgse in positions of power are also in
receipt of the benefits and are more keenly awhtleair value. A universal allowance system
is inclusive and can help feelings of national dality; there is less danger of middle-income
groups resenting the benefits enjoyed by thoseepaxd as idle. But universal benefits are
clearly expensive for the reduction in poverty tliejiver, assuming they are not taxed back
from higher-income households. In particular, tokena serious impact on the depth of
poverty would require universal benefits of consadide size. Given the resource constraints
(and the difficulties in tax collection) facing senof the countries in this study, this point
cannot be easily dismissed.

4.1 FORMAL ALLOWANCES AND ADMINISTRATIVE DATA

It is widely perceived that, prior to transitionpst countries in the communist bloc provided
universal monthly child allowances. In reality, rexer, guaranteed employment was the
general method of ensuring an acceptable standdrdirg for the majority of households,
with child allowances made only to particular categs perceived to be in need. The USSR
operated a means-tested system for which only antynqualified, with non-means-tested
allowances paid only to single parent families &mdwo parent families for the fourth and
subsequent child; the level of these allowancesaire®d unchanged between 1948 and 1979
(Atkinson and Micklewright 1992). Child allowancesere more important in Central and
South Eastern Europe, where, despite income- anglogment-related restrictions, the
majority of families received them (UNICEF 1997prFexample, in Bulgaria, child benefits
made up between 3 per cent and 20 per cent of holdsger capita income in 1987,
depending on family size (Gantcheva and Kolev 2001)

In the early years of transition, many countrieshi@ region introduced universal cash
benefits to families with children for the firstrte, in an attempt to cushion families against
the negative welfare effects of market reformshsag the removal of price subsidies and the
closure of enterprises (UNICEF 1997). But during #990s, as needs grew and resources
fell, means-testing became more prevalent. Tableumarizes rights to monthly cash
allowances across the region. Means-testing istheworm, although a handful of countries
retain a universal element. Romania stands oupbhawith a universal system which was
introduced for the first time in 1993 and has beetained since. (Romania also has a
complementary system of means-tested allowancedoferincome families and single
parents.) In Belarus and Azerbaijan, universahveadioces are made until a child is three, after
which the system becomes means-tested. Similarholdova, children up to 18 months
receive a universal benefit, after which meansftgsis introduced. In Tajikistan, children
receive an allowance up to 18 months but onlyeirtfiamily is insured, and a school-based
means-tested allowance is also available for amildiged 7-15. Several countries provide a
universal birth grant.
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Table 2: Family allowances 2003

Eligibility Means-test or Level of Extras? (e.qg.
(age and othert  universal? allowance per| birth grant)
restrictions) month 2003

Bulgaria Under 18 if in | Means-test 18 leva Universal birth
full-time (unless long- grant: 200 leva
education. All | term disabled). per child
covered except Was universal
those self- until 2002.
employedand
without social
insurance.

Romania Under 16 Universal since 130,000 lei Universal birth
(under 18 if 1993 (double if grant 387,317
disabled or disabled) plus | for first four
full-time 50,000 extra if | children
education) 2 children;

100,000 if 3
children;
125,000 if 4+
children

Albania No specific Means-test Decided by Birth grant to
child (unless local authority. | insured
allowance. disabled or parents: one-
General blind family half of
economic member). minimum
assistance. Income test wage

plus must have
limited means
to raise
income.

Croatia Means-test 665-1330 Lump sum
kumas, plus | maternity grant
extra 15% 850 kumas,
eligible single | employment
parents and linked
25% orphans
and disabled

FYR Under 19s Means-test: 4.6% average | New-born

Macedonia | (15-18 only if | income below | wage until 15; | package of
in full-time 16% average | 7.3% 15-18. | products for
education). (or 32% for first-born only
Only first three| single parents)
children Plus universal
eligible. Social | supplement for
insurance disabled.
based:
employment-
linked

restrictions.
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Table 2 (cont.): Family allowances 2003

Serbia and | Employment- | Means-test. 900 dinar (plusMeans-tested
Montenegro | linked 30% if single | birth grant.
restrictions. parent or child
disabled)
Belarus 0-16 (or to 18| Universal to 65% minimum | Universal birth
if disabled) age 3; means- | subsistence grant of 200%
test 3-16 until age 3; minimum
(unless 30% thereafter| subsistence
disabled). if eligible. level.
Moldova Universal to 18 0-18 months | Universal birth
months; then | 100 lei if grant 420 lei
means-test insured; 75 if | first child if
not. insured (300 if
After 18 not).
months 25 lei | Subsequent
(3.6% average| children 280
wage) lei (200).
Russia Under 16s Means-test | 600 rubles Means-tested
(below locally | until 18 birth grant
determined months (35% | (depending on
subsistence subsistence birth order)
level) minimum);
then 140 rubles
Ukraine Means-test Benefits Universal
(2002 below | defined prenatal
subsistence annually as a | benefit plus
minimum of share of birth grant of
80 hryvnas) subsistence twice
minimum subsistence
(previously minimum
share
minimum
wage). Extra
for single
parents and
disabled
children.
Armenia Benefits for Means-test. 2000 drams
low income 68% of per adolescent
families target | families
families with | received 2003.
adolescent
children.
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Table 2 (cont.): Family allowances 2003

Azerbaijan Means-test | 9,000 manat | Means-tested
(except per child (more birth grant of
children of for special 70,000 manat.
military, war | cases listed)
invalids and
martyrs, and
those who
helped during
Chernobyl
accident)

Georgia Family benefits cancelled 1995, excepb#refits for single
mothers and second children.

Kazakhstan | Since 2002, ldVleans-test: families below the | Universal birth
specific child | poverty line (40% of the living | grant
benefit: wage) receive assistance to brinmtroduced
targeted social| them up to the line. 8% families January 2003
assistance to | qualified 2002; children the (15 Monthly
all families largest group. (Plus allowances Unit Rates =
below the for disabled and families with | 13,080 tenge).
poverty line. four or more children.)

Kyrgyzstan | Specific child | Low-income families can receive
benefit only for| the Unified Monthly Benefit,
certain aimed at bringing them to the
categories Guaranteed Minimum Level of
(large families,| Consumption (social standard set
single mothers| to ensure poor families survival).
twins and Currently well below subsistenge
triplets). minimum.

Targeted
support for low
income
families.

Tajikistan 0-18 months | Universal until | 6 sonomi per | Universal birth
on social 18 months (if | quarter per allowance on
insurance insured). child. social
basis; then 7- | Means-test 6- insurance
15 eligible for | 15. Parents’ basis. 3
targeted councils at minimum
assistance schools decide wages for first

eligibility. In child; 2 for
2002 20% second; 1 for
received. third onwards.

Turkmenistan

No specific child benefit since 1998w income
families (some 15% of population) receive som
benefits, such as cheaper pre-school.

D
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Table 2 (cont.): Family allowances 2003

Uzbekistan | Since 1997, child benefit in the 50% minimum
hands of citizens’ self- wage for one
government bodies (the child; 100%
Mahalla). Available to families | for two

with children under 16 and per | children; 140%
capita income below a given | for three

minimum threshold. The children; 175%
Mahalla decide which of these | for four plus
families require assistance children.

(taking into account whether
they have opportunities to

increase their income), and they
pay out benefits.

SourcesSacial Security Systems Across the World; UNIGEduntry Analytical Reports 2003; Note
to MONEE Project (11 Dec 2001) for Kyrgyzstan; UM 1997 for Georgia;, UNDP 2004 for
Kazakhstan; Micklewright et al., 2001 and Coudaued Marnie, 1999 for Uzbekistan; World Bank,
2002 for Bulgaria and World Bank, 2003a for Albania

Elsewhere all family allowances are means-testethiere they still exist. In a number
of countries specific family allowances have besspded and replaced with general support
to low-income households. In Albania, a general mdasted cash benefit is available for
families with low earned income and little posstiibf improving their situation. In Georgia
most family benefits were cancelled in 1995, exdeptan allowance to children of single
mothers and to all second children under 16. Inakhgtan, child allowances were abolished
in 2002, though a universal birth grant was intitlin January 2003 and there are plans to
reintroduce child allowances in the future (UNDPzKkhstan 2004). Targeted support is
available for low-income families. Similarly, Kyrggtan offers only very limited allowances
for specific categories, including large familisggle mothers, twins and triplets, alongside
general social assistance for low-income familiesté to the MONEE project, 11 December
2001). Turkmenistan abolished child allowancesd88land offers no other financial support
to low-income families, although they may qualify some in-kind benefits, such as cheaper
pre-school places.

In at least two cases there are no formal rulegHerallocation of support; instead,
local bodies of citizens are in charge. In the cakdJzbekistan the decision over who
qualifies for child allowances is in the hands dizens’ local community bodies (the pre-
Soviet Mahalla) (see Coudouel and Marnie 1999; Migkight et al., 2001). Families with
per capita income below a given amount (1-1.5 tirthes minimum wage) can apply for
assistance, and the Mahalla decides allocation ndigpg on the family’s other material
circumstances and whether it believes the famig/tha ability to increase its income in other
ways (through finding work or better exploiting agricultural plot). The Mahalla also
determines the allocation of more general assistémclow-income families. In Tajikistan,
similarly, eligibility for the fixed per-child inome supplement for school-children is
determined locally, this time by parents’ couneilghe school.

Figure 8 shows what has happened to numbers regefamily allowances in
practice, using administrative data collected fraational statistical offices by UNICEF. As
might be expected, a stark contrast emerges betiResrania, where all children receive an
allowance, and most other countries. In severahtms, including Bulgaria, Azerbaijan and
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Kazakhstan, we see coverage falling through th@49%@®m near universal levels to between
15 per cent and 40 per cent. Often the date obduoiction of means-testing can be clearly
discerned in the figure: in Belarus in 1992, in Amgjan in 1993, in Armenia in 1996, in
Bulgaria in 2002; the cancellation of most famibniefits in Georgia in 1995 is also visible.
For Serbia and Montenegro, the point of introduttid means-testing is not evident, though
the Montenegro Poverty Reduction Strategy Papeesndihat the move from universal
allowances saw a fall in the number of recipiemtsmf 152,000 to 13,000 children
(Montenegro 2004, p.41).

On the other hand, in Ukraine the share of childrenefiting from an allowance has
been steadily increasing, and in Russia and Azerbdahe most recent trend is a slight
improvement. Elsewhere, such as in the countrigheformer Yugoslavia and in Moldova
the share of children benefiting has remained gtéatbw the 20 per cent level. (It is not
clear why the data imply very different startingmis for the various former Soviet republics.
Alastair McAuley wrote of the Soviet system in 1998ince the procedures for establishing
entitlement seem to me to be fairly bureaucratweould be surprised if all those who qualify
for a particular allowance in fact receive it’ @git in Atkinson and Micklewright 1992, p
218). It appears that bureaucratic procedures tgueraith varying effectiveness across the
country.)

Figure 8: Share of children 0-16 receiving family howances
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Figure 8 (cont): Share of children 0-16 receivingdmily allowances
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Notes Share is calculated as the number receiving jeatibwance over the total population 0-16. In
some cases only children under 16 are eligibleafomllowance; hence the calculated share can be
over 100 per cent. For Kyrgyzstan, figure showsiper of low-income families receiving monthly
assistance.

Of countries for whom no trend data are availalle,do have some evidence on
receipt from other sources. The Tajikistan Coustnalytical Report claims that roughly 20
per cent of school-age children received suppor2d62 through the school-based system
operating in Tajikistan, though this may be simipdcause the 20 per cent poorest children in
each school are intended to receive the benefirlABank 2005, p.32). Using microdata for
Uzbekistan, Coudouel and Marnie 1999 report th#tiwithe first six months of the Mahalla-
operated child benefit scheme, 33 per cent of familith children had received the benefit
(just under 50% had applied). A more recent sunrethe Mahalla points to a lower figure —
just 15 per cent — although it is not clear whethés is a share of all households or just those
with children (World Bank, 2003c).

Where numbers of claimants are falling it is impattto remember that this is
unlikely to reflect only the formal operation of targeted system (as indeed has been
indicated by McAuley’'s comment on the Soviet cadejidence from western countries
suggests that incomplete take-up is common whemefibe are means-tested, as a result of
perceived stigma and imperfect information regaydieligibility. In addition, where
administrative capacity is weak — and/or resoui@es tight — even eligible families who
apply for allowances may not receive them in pcactiThis can apply even to universal
allowance systems. Survey data from the mid-1980wdalf or more families in Russia did
not receive what was meant at that time to be aeusal benefit, with the system of local
financing of the benefit seen as the problem (Klagnet al., 2002). As a means of coping
with limited resources, means-testing was introdunemany Russian regions de facto during
the late 1990s, before being formalised in 1998.iBuanuary 2003, Russia still faced huge
arrears in family allowances, with 25 billion rublewed (85% from regional budgets and
15% from the central budget) Russia Country AnefytReport (2003), and other countries
had also built up debts, including Serbia and thealhe (respective Country Analytical
Reports 2003). The data in Figure 8 hence refleetniet result of two factors: the share of
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children formally entitled to benefit and the etfeeness of the system in reaching those
eligible.

4.2 BENEFIT LEVELS

Figure 8 has illustrated the share of children ik@cg allowances. The extent to which these
allowances will make a difference to levels of piyevill depend on who receives them and
on how much they receive. A country with a low €haf children covered may yet be very
effective at reducing poverty if benefits are gewerand reach the families most in need.
Here we look at evidence on the levels of familpwéances. The question of which families
receive them and the difference they make can balgnswered with the use of microdata,
and is addressed in the following two sub-sections.

Table 3 shows trends in the value of child allovemnas a share of the average wage.
In practice, almost all countries have seen theevalf child allowances erode through the
period, though at varying rates. Exceptions inclukeaine and Belarus: both governments
made substantial real increases in the allowanteeea 2001 and 2002. In Serbia and
Montenegro the level has fluctuated over the per@fdcourse, in most of these countries,
average wages themselves fell sharply during tts¢ fialf of the 1990s, with only South
Eastern Europe, Belarus and Georgia having regdived1989 value by 2002, according to
information collected by UNICEF. (The wage resultr f{Georgia seems likely to be
inaccurate, given the very deep recession and stoavery that country has experienced.)
Hence the table understates the deterioration enréal value of family allowances. For
Moldova, for example, Cornia, 2004, Table 8 recoadsnuch steeper reduction in child
allowances as a share of household income, frompdt.€ent in 1995 to 0.3 per cent in 2002.

Table 3: Family allowance as a share of average wagmonthly per child allowance
assuming a two-parent, two-child family)

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Romania 2.4
Bulgaria 7.3 6.4 5.7 5.0 5.0 4.7 4.3 3.8 35

Croatia 12.4
FYR Macedonia 6.3 6.7 6.9 6.8 6.1 6.4 6.2 5.9 54 56
Serbia &

Montenegro 159 9.9 74 115 116 142 123 10.3
Belarus 9.3 6.5 6.1 7.6 8.8 9.9 105 9.6 9.5 13.9
Moldova 55 5.0 6.7 6.5 5.3 4.0 4.6 3.6
Ukraine 109 3.7 3.4 4.8 8.7
Russia 13.8
Armenia 16.4 223 12.7 9.1 14.9 7.3
Azerbaijan 54 3.7 2.5 7.6 6.4 5.6 4.9 5.1 4.2 3.3
Kazakhstan 8.6 10.5 9.9 8.8 5.6 4,5 4.0 3.6
Tajikistan 6.1
Uzbekistan 30.0

Source Calculated from average wage and family allowateeels as given in TransMONEE
Database, except for Romania, Croatia, Russiaki$&jn and Uzbekistan where MONEE contains
no data on family allowances. The source for thearable figure for Uzbekistan is different. It
comes from the World Bank (2003c, p.123), whictesiboth administrative and Family Budget
Survey data for the year 2000. For the remainingtrees formal allowance levels (as detailed in the
Country Analytical Reports) were used
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As Table 3 shows, in 2002 there are consideralffereinces across countries in the
size of family allowances, with a range from just Ber cent of the average wage in Romania
and 3.3 per cent in Azerbaijan (a figure suppofttgdanalysis in the Azerbaijan Poverty
Reduction Strategy Paper; see Republic of Azenbal®03, p.34) to over 10 per cent in
Croatia, Serbia and Montenegro and Russia and 136ep¢ in Uzbekistan (the source for this
number is different, but it is reported by the WoBank, (2003c), citing both administrative
and Family Budget Survey data). Considering coastgrouped by sub-region, the highest
values are in South-Eastern Europe (though notViR Macedonia) and in the Western CIS
(with the clear exception of Moldova). Much lowavéls are seen in the Caucasus and
Central Asia (with the exception of Uzbekistan)tHags surprisingly, it is in Central Eastern
Europe — Bulgaria and Romania — that allowancesapfo have the lowest value with
respect to the average wage

The very low level of benefits in Romania in pantar suggests a trade-off between
the ability to provide universal benefits and tlemerosity of those benefits. This is explored
further in Figure 9 which plots the share receivibanefits against the benefit level. Aside
from Romania, there is little evidence of suchamé-off (though Uzbekistan, if included in
the figure, would also support the hypothesis). ther other countries, we see considerable
range in the breadth of the system for a given fitelegel, and vice versa. Russia stands out
as offering a relatively generous benefit to atreddy high share of children. However, as
noted, the Russian system suffers from an extreimgly level of arrears, and the figure is
likely to reflect only the formal picture. UsingefRussian Longitudinal Monitoring Survey,
Kanji (2004) finds child benefit in 2000 making uypst 3 per cent of the income of
households with children, suggesting a reality eattiifferent than the 14 per cent of the
average wage indicated in Table 4.

Figure 9: Comparing the breadth and depth of familyallowance systems: scatterplot of
allowances as a share of the average wage agairst share of children receiving them
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4.3 GOVERNMENT SPENDING ON FAMILY ALLOWANCES

Figure 10 shows how the level of government spandim family allowances has changed in
real terms in six countries since 1991 (or the estaavailable year). An index of spending on
family allowances is plotted against both an indéxeal GDP and an index of spending on
pensions, to gain a sense of the relative priaitgrded to spending on young children as
opposed to other age groups. In Russia, Bulgadakaizakhstan, we observe dramatic falls
in spending on family allowances to between jusp&fcent and 20 per cent of the starting
level, and there is no evidence of any increasgpéending once GDP begins to recover in the
second half of the 1990s. This is in sharp contimgiension expenditure, which has been
better protected and has kept up with GDP ovep#n®d as a whole. To take the example of
Bulgaria, pension spending falls in the first haflthe 1990s, but by much less than spending
on family allowances, and then recovers quicklyeo@OP starts to grow.

The picture in the three countries shown on thetrigand side of the figure is rather
more positive from the perspective of young chitdfgough in each case we are restricted to
a more recent starting point: we do not know wlegigened to family allowance spending in
the early 1990s). In Belarus, spending on familgvedinces clearly suffered much more than
spending on pensions as the economy contracted1£®3, but has subsequently recovered
with GDP. In both Romania and the Kyrgyz Repubdipending on family allowances has
been allowed to fluctuate far more than spending@nsions, but both areas have more or
less kept up with GDP growth overall.

Figure 10: GDP and real expenditure on family allovances and pensions in six countries
(1991=100 for each series where data allow)
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Figure 10 (cont.) GDP and real expenditure on fany allowances and pensions in six
countries (1991=100 for each series where data allo
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Source Author calculations from TransMONEE database.

Note 1991 not available for all years, so nearestiptesgear taken as starting point for index.

It is true of course that the demographic transiticscussed earlier in the paper may
justify some shift in the balance of spending frgoung children to the growing cohort of
pensioners. However, the extent of the falls inl re@gpenditure on family allowances
observed in Russia, Bulgaria and Kazakhstan gorakyehat might be expected on these
grounds. The declining value of the family allowaras a share of the average wage in both
Bulgaria and Kazakhstan and the fall in the nunddechildren covered in Kazakhstan are
also key parts of the explanation. The low levespénding in Russia, meanwhile, supports
the hypothesis of extensive arrears in the Russiatem. It appears very likely that political
factors are coming into play: the pensioner lolsblarger, more vocal and more important in
electoral terms than the young children’s lobbyd aetter able to defend its position. There
may simply be insufficient pressure on governmemtsfind comparable resources for
children. This is not to suggest that pension spgnsghould be cut to make room for child
benefits: pensioners remain at high risk of povextyoss the region. But the fact that
spending on family allowances lags well behind Gid&wth while pensions are keeping up
suggests that this is not a straightforward questib resource-constraint: many of these
countries, if not all, could afford to spend mone family allowances than they are. As
international context, Figure 11 shows spendindgamnily allowances as a share of GDP in
OECD countries in 2001 alongside nine CIS and SBEnties with comparable data.
Belarus, Uzbekistan, Romania and Kyrgyzstan alk rerell, falling around or above the
average expenditure share. However, Russia, Ukrdn&aria and Kazakstan compare
badly, while spending in Georgia is virtually noxistent.
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Figure 11: Spending on family allowances as a shaoé GDP across OECD, SEE and
CIS countries 2001
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Source OECD figures calculated from OECD Social ExpemditDatabase (SOCX) 2004. CEE and
CIS (striped bars) from TransMONEE database exdepekistan from World Bank (2003c).

Notes (1) For best comparison with TransMONEE, OECDadiaclude all spending classified as
‘family allowances’ and exclude other cash bendbtgamilies. This makes a significant difference
(more than 0.1 per cent of GDP) to the figurestiier UK (where e.g. Income Support payments and
Working Families Tax Credit are not included) andreland and the Czech Republic. (2) Data for
the Czech Republic are identical in the OECD arah$MONEE databases, but family allowances
are considerably higher for Hungary in the OECECadat3 per cent of GDP, as reported here) than in
TransMONEE (0.9%).

In sum, the analysis so far leaves reason for ger@@ncern about the adequacy of
family allowances across most of the region. Weeolss very low or falling numbers of
recipients in all but Romania, Azerbaijan, Russid Bkraine; falling value of allowances in
relation to the average wage in all but UkrainelaBes, and possibly Uzbekistan, and very
low values (below 5 per cent of the average wagdRomania, Azerbaijan, Moldova and
Kazakhstan. We also observe very low levels of dppgnas a share of GDP in Russia,
Ukraine, Bulgaria, Kazakhstan and Georgia, withydaklarus, Romania, Uzbekistan and
Kyrgyzstan comparing well in international term®n the basis of the data presented above
we might classify countries into one of the follogigroups (interestingly, the classifications
cut right across both sub-region and level of GDP):

. A high or rising share of children receiving allances, but these are very low in
value (Romania, Azerbaijan)
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. A low or falling share of children receiving allances, but of reasonable value
(Belarus, Serbia and Montenegro, Croatia, Kyrgyzstizbekistan)

. A low or falling share of children receiving alances fairly low in value
(Moldova, Tajikistan, Armenia, Bulgaria, FYR Maceudm, Kazakhstan
(currently birth grant only))

. A high or growing share of children in principkceiving benefits of reasonable
value — but evidence points to a different realigcause of arrears (Russia,
Ukraine)

. No specific child allowance (Albania, Georgia rKmenistan)

Of these five categories, only the second may leende acceptable, and this only if
allowances are well-targeted on those in neechdrfdllowing two sub-sections we examine
the impact of family allowances in more detail tbe four countries with microdata, asking
who exactly is in receipt and what difference tHiveances make to family incomes.
(Regrettably, this is not possible for any of tlemtries in the second grouping.)

Before moving on, however, it is important to ntitat who within a family receives a
child allowance has great relevance for how eféecthe system is likely to be. Research in
Western countries suggests that the effects otasad income are more likely to reach the
children if the income is received by the mothehea than the father (see e.g. Goode et al.
1998 for the UK). For Russia, Grogan, 2004 finds thild benefit is three times as likely to
be spent on food as earned household income, gndsathat this is because women control
child benefit income. A study carried out for UNIEH ten transition countries found that
the norm was for the mother to receive family alhoae, usually attached to her wages
(reported in UNICEF 1999), but the shift from unsa& to targeted benefits may have
affected this arrangement, as may the fact thatymamen no longer have a wage packet.
Furthermore, in countries operating very localismhemes, e.g. that controlled by the
Mahalla in Uzbekistan, it is not clear whether sissice is distributed to men or women. It is
not possible to explore this issue further in thetext of the current study.

4.4 DISTRIBUTION OF FAMILY ALLOWANCES: EVIDENCE FRO M
MICRODATA

How much do we know about who receives benefitst&ed evidence points to concerns
that those in receipt are not always those moseed; conversely, those apparently in most
need are not always in receipt. For example, suewéyence from Russia in the mid-1990s
suggests that most family allowances were goingpto-poor families (Denisova et al., 2000,
cited in Klugman et al., 2002). The system was #dlynone of universal provision, but
limited resources led to de-facto (and apparemijfective) means-testing: Denisova et al.,
argue that the ability of local administrations itentify the poor correctly was “rather
limited” (pl11). After means-testing was formallytnmduced, the poorest households were
more likely to receive assistance, but with consille leakage to richer groups: about 11 per
cent of child allowances were going to the top tlann 2003 compared to 30 per cent to the
bottom quintile; overall, about half of the chilloavance budget went to the richest three
quintiles (World Bank 2004, Table 8.8). Similarly, Azerbaijan in 2001, the World Bank
reports that 37 per cent of households in the bottmintile received a family allowance
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compared to 21 per cent in the top quintile (Wd@&hk 2003b, Table 6.1). In neither case do
the figures take account of the fact that therdikedy to be more children in the bottom than
top quintiles, implying some degree of successhngdting but still quite a high level of

leakage to higher income groups. Coudouel and Marb®99, examining one region in

Uzbekistan under the system of allocation through Mahalla, find 40 per cent of

households in the bottom quintile in receipt, coredato 17 per cent in the top quintile.

Using more recent data (2000/01) the World Bankidimn improvement in targeting but

lower receipt overall: 26 per cent of householdstha bottom quintile received a child

allowance compared to 6 per cent in the top (WBddk 2003c).

This sub-section examines the allocation of besefit reflected in household surveys
for the four countries for which we have microddtds interesting that each of the four in
principle operates a rather different form of chalidlbowance system. In Bulgaria, a means-
tested child allowance was introduced in 2002, dbdhe time of the household survey, 2001,
the system was still effectively universal (althbuggdministrative data presented in Figure 8
above indicates that in practice only 60 per cémhddren under 16 received the benefit). In
Albania, there is no specific child benefit, buhgeal ‘economic assistance’ is allocated on a
means-tested basis. In addition to falling belowirmome threshold, eligible families must
have only limited means of generating additionalome; that is, all household members
should be working if it is perceived that they at#e to do so, and available land must be
fully exploited (World Bank 2003a). Local authoesi are responsible for determining
eligibility and for making allocations, and ther® some anecdotal evidence that rules are
applied rather differently across geographical ei(@¢dderman 1998).

In Moldova, a universal allowance is available ébildren from birth to 18 months
(higher in value for those with social insurancet available to all), and a means-test then
kicks in; in this case a more straightforward inesbased test. Some 18 per cent of children
under 16 are recorded in the MONEE database asviregean allowance in Moldova in
2003. Finally, in Tajikistan, a universal allowarisealso paid to children under 18 months,
but in this case only if a family has social ingw@ After that, no benefits are paid for
children until they start school at age six, atckhpoint allowances are paid to families on
low incomes. As noted above, however, there arformoal rules governing allocation: while
the benefit is a fixed quarterly payment, paremisiuncils at the schools determine who
qualifies. According to the Tajikistan Country Ayatal Report 2003, in 2002 some 20 per
cent of school children received the benefit.

In addition, all four countries also offer a unisar birth grant, although in Albania
and Tajikistan it is only available to insured pase(in Moldova it is available to all but at a
lower rate to the non-insured.)

This makes for potentially interesting analysistué effectiveness of different forms
of support in reaching those most in need. The tiigg to note, however, is that analysis of
the Tajikistan microdata points to very low levefsreceipt of child allowances in practice.
We find just 26 households in the survey in receipeither the monthly allowance or the
universal birth grant — less than 2 per cent ofiliamwith a child aged 0-2. In keeping with
the results for maternity benefit, this may simpigicate the very low share of families
covered by insurance. However, receipt of the skhased allowance is also very low, and
far below the 20 per cent level indicated in thardoy report: only 100 families acknowledge
receipt, or 2.9 per cent of families with a chilged 0-14. Perhaps because numbers are so
small, no significant differences could be ideetifin who is receiving the benefits, either by
urban-rural status, or by expenditure group. Big & matter for serious concern that such a
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low share of families receive assistance, andttiteat is such considerable disparity between
the official story and the picture revealed by da¢a.

The rest of this section therefore focuses on ¢ngarning three countries. Figures 12
and 13 show a breakdown of who receives child alove in Bulgaria and Albania
respectively; Figures 14 and 15 present the sarfioemiation for Moldova, with children
under two treated separately from those aged 2c@use of the change in eligibility at 18
months.

Figure 12: Bulgaria: Share of households with a chd 0-6 receiving child allowances
(monthly allowance and/or birth grant)
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Notes: (1) N=391 households. (2) See notes to Ei§uor definitions of ‘poor’ and ‘very poor’(3)
Categories marked * are significantly different frathe reference category (the first in each
grouping) at the 10 per cent level; those markeare significantly different at the 5 per cent lleve
(4) Quintiles are expenditure quintiles for thd fadpulation.
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Figure 13: Albania: Share of households with a chd 0-6 receiving economic assistance
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Notes (1) N=1351. (2) See notes to Figure 6 for deffam$ of ‘poor’ and ‘very poor’. In Albania, 78
per cent and 24 per cent of households with a emlier 6 fall into these categories. (3) Categorie
marked *** are significantly different from the mfence category (the first in each grouping) atlthe
per cent level. (4) Quintiles are expenditure dléatfor the full population.

Figure 14: Moldova: Share of households with a chdl O or 1 receiving child allowances
(monthly allowance and/or one-off birth grant)
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Figure 15: Moldova: Share of households with a chil 2-6 receiving monthly means-
tested child allowance
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first in each grouping) at the 10 per cent level Hrose marked *** are significantly different &iet
1 per cent level.

In Bulgaria, the universal system appears to berers that child allowances reach
the majority of households with young children derd, the 77 per cent in receipt overall is
considerably higher than the 60 per cent sharerdedofor 0-16 year olds in the
administrative data for 2001. (The former figurelimles one-off birth grants as well as
monthly allowances, which may explain the differefncOn the other hand, the system
appears to be benefiting better-off householdsh#fignore than others: households with
higher expenditures and those with a more educatgtier are somewhat more likely to be
in receipt, and these differences are statisticgtipificant. It may be that these households
are better informed about available benefits anderadept at claiming them.

In Albania we find a far lower share of househalelseiving benefit under the means-
tested economic assistance system. Targeting @ees ® be taking place, with significantly
higher receipt among lower expenditure househatdstiaose with lower levels of education,
marking a contrast with Bulgaria. For instance,rlyeane in three households which fall
below the PPP $2.15 a day poverty line receives@oe assistance, compared to fewer than
one in twenty of the non-poor. On the other harwhrghouseholds in Albania are still just
half as likely to receive support as the poor irlgatia under the universal system, as the
figures (which have identical scales) make vergrclén addition, we do see some leakage of
benefits to better-off groups, with 4 per cent lndde in the top quintile receiving support.
This picture is supported by general analysis infld/8ank 2003a, p.118, which finds that
three quarters of families reached by economicsassie are poor, but that the programme
nevertheless misses three quarters of all poorligsniincluding two thirds of very poor
families.

The Moldovan system represents a combination ofeusal benefit and means-
testing. Figure 14 shows receipt among househoittsanchild under two, largely reflecting
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the impact of the universal benefit available toe first 18 months of life (the dataset does
not allow us to identify children aged under 18 mhsnprecisely). Clearly the benefit is

failing to reach all eligible households, but ngahlalf are receiving it, and we see no
differences across income or education groups.r&id@d shows receipt among households
with a child between two and six years old, at Whpoint the allowance is means-tested.
Here we do see some significant differences inipéaeross household type, with those
living below the PPP $2.15 poverty line twice &&ly as the non-poor to receive the benefit.
Rural households are also significantly more likedy receive an allowance than urban
households. Some targeting thus appears to begtpkace. However, levels of coverage are
extremely low, and for the most disadvantaged gsoapnsiderably lower than in the

Albanian system. Just one in six households lioetpw the PPP $2.15 poverty line, or in

the bottom expenditure quintile, receives a childveance, raising questions about how
much difference the system is really making.

4.5 THE IMPACT OF FAMILY ALLOWANCES ON POVERTY

Figures 12 to 15 have illustrated which househathin a country are in receipt of child
allowances. We find evidence that benefits areetadyon the poor in Albania and Moldova
(more successfully in the former), although in botises far fewer poor households receive
support than do under Bulgaria’s universal systBut to assess the effectiveness of a
transfer system we also need to know somethingtahetsize of allowances received. In this
sub-section we examine the impact of allowancebausehold income at different points in
the income distribution, and the extent to whichytiheduce the poverty headcount and the
poverty gap.

Figures 16 to 18 present evidence on how muchrdiifee benefits make in Bulgaria,
Albania and Moldova to households who receive thienarder to focus on the question of
the size of benefits we begin by including only $elulds who are in receipt of an allowance.
Comparable figures including all households withidren, whether in receipt or not, are
given in Annex 2 and discussed below: these ircefiflect the full story (both the extent of
coverage and the size of benefits).

34



Figure 16: The impact of family allowances on hous®ld income in Bulgaria
(households with a child 0-6 in receipt of child &wance)
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Notes (1) The figure shows income by source across rdipge quintiles. Income and expenditure
are highly correlated but not identical; in thisedhe income of the fifth expenditure quintilensr
out to be lower than that of the fourth expenditgrgntile. Expenditure quintiles are used as
expenditure is generally considered the more ateun@asure of living standards in middle income
countries, but we need to use income data alsodieea the particular nature of the exercise. (2)
Income data include all income from private soursegh as wage income, rent and market income
from home production. ‘Other benefits’ includes mtome from government benefits excluding
child allowances (maternity benefit, pensions, upleyment benefit, sickness benefit, other social
protection). (3) All income is equivalised acroishausehold members. (4) Quintiles are determined
across the whole population (not just the poputatibhouseholds with a child aged 0-6): to see the
distribution of young children across expenditutentjles see the summary statistics in the Annex
Table.
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Figure 17: The impact of ‘economic assistance’ ondusehold income in Albania
(households with a child 0-6 in receipt of economiassistance)
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Notes See notes to Figure 14. Own-production is theuteg market value of home production
consumed by the household (these data were ndableafor Bulgaria).

Figure 18: The impact of child allowances on houseld income in Moldova (households
with a child 0-6 in receipt of child allowance, whther universal or means-tested)
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In each figure, the bottom segment of the bars shanvate market income in each quintile
(from the labour market, rent and profit, the safeown production and other private
sources). For Albania, the second bar shows thetdpvalue of home production consumed
within the household; this information is not aahilke for the other two countries (although it
is important: the World Bank (2002, Figure 5.6)rastes that in Bulgaria nearly 22 per cent
of household food consumption comes from own predugoods, although this is much
more important for richer than poorer household=presenting 50 per cent of food
consumption in the top quintile but only 10 pertdarthe bottom quintile§.In each case we
then have a dark segment which shows us income thernallowances we are interested in —
child allowances in Bulgaria and Moldova, econoassistance in Albania. The top segments
show income from other government benefits, inclgdpensions (representing the bulk of
such income in each case) and also income from plogment benefit, sick benefit and
other social protection. Two horizontal lines owrlefigure give us the two poverty lines for
each country, so that we can see whether beneéitsnanaging to lift households over the
line and out of poverty.

The very small scale of child allowances in eaalmtxy is immediately clear from the
figures, showing up in Bulgaria in particular adi more than a dark gash across the quintile
bars. In Bulgaria, ‘other benefits’ are much motdbstantial (largely pensions, and also
maternity benefit, which — as noted above — remrssa sizeable share of income for those
who receive it). These other benefits appear tonb&ing some difference to the poverty
headcount, lifting the average household in themsgcjuintile over the higher poverty line.

In Albania and Moldova, the dark bars show up asswkerably larger, and in both
cases as at least as important as other forms \@@rgment support. The impact on the
poverty headcount looks to be greater in Albarmaugh this is simply by accident of where
the poverty line falls. It is worth noting that looth cases the size of the block representing
child allowances (or economic assistance) is rgughlal across quintiles (though larger for
the middle quintile in Moldova), indicating that ang households who qualify, there is little
difference across income group in the absolute atoiithe grant received.

However, while allowances may make less differetacéhose who receive them in
Bulgaria than in Albania or Moldova, we know that more households (including far more
poorer households) are in receipt in Bulgaria. AB@resents a set of comparable figures to
those above, but this time including all househaldh a child 0-6, whether or not they
receive benefit. The figure for Bulgaria looks vesiynilar to Figure 14, as the majority of
households with young children do receive an alluxea But the figures for Albania and
Moldova illustrate sharply just how little differe@ benefits are making overall, with the dark
lines now scarcely visible.

This information on the overall impact of the systes presented in a different way in
Table 4, which gives the change in the househole by rate and poverty gap for the lower
poverty line for each country. (While the povergte tells us how many households with
children are on incomes below the poverty line, hgerty gap tells us about the depth of
poverty — it is an indicator of the extent to whitle average poor household falls below the
line.)

® This difference seems surprising but suggests|émat and labour constraints hold lower-earning
families back from adding to their income. Home siamption therefore exacerbates private income
inequalities rather than alleviating them (WorlchB2002).
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Table 4: Impact of child allowances and other bené@k on the income poverty rate and
poverty gap for households with a child aged 0-6dking a poverty line of US$2.15 per
capita per day)

Income plus child plus % fall % fall
only allowance other after after
benefits child other
allowance benefits
Bulgaria  Poverty 4, 4 30.6 21.3 7.0 30.4
Rate . . . . .
Poverty 153 13.6 9.7 111 28.7
Gap
Albania  Poverty 5 g 42.7 37.1 1.8 13.1
Rate . . . . .
Poverty 16.7 15.5 13.1 7.2 15.5
Gap
Moldova Poverty g , 59.7 55.6 1.2 6.9
Rate . . . . .
Poverty 23.7 23.0 20.2 3.0 12.2
Gap

Note For Albania, the category of ‘economic assistamceanalysed in place of child allowances.
Poverty rate is the share of households contaiaiohild aged 0-6 living below the US$2.15 poverty
line. Most other calculations in the paper are dos&g household expenditures; this table, along
with Figures 16-18 and Annex Figures 1-3, uses délooisl income.

For each country, Table 4 shows that the impad¢herpoverty gap is greater than that
on the poverty rate, indicating that even wherevedinces are not lifting families over the
poverty line they are helping to reduce the depthawverty by raising incomes for some of
those who remain poor. As expected from the armlysifar, the Bulgarian child allowance
system is having a considerably greater impactath measures than are child allowances in
the two other countries, succeeding in reducingpibnerty headcount by 7 per cent and the
poverty gap by 11 per cent. In Moldova, in contrds¢ headcount is hardly touched by the
allocation of child allowances, falling by just Ip2r cent, from 60.4 per cent to 59.7 per cent,
and the impact is little larger in Albania.

In each case also, ‘other benefits’ make much rddference than child allowances,
suggesting that state transfers such as pensiendgoarg far more to protect young children
from poverty than benefits aimed at them diredtlyBulgaria these benefits bring down both
the poverty rate and the poverty gap by nearlytbivd (some of this reflects the impact of
maternity benefit). This finding fits with World B& analysis for 2001, which finds pensions
making the vast majority of difference to overalvprty measures, reducing the headcount by
18 percentage points while unemployment and s@gsistance make a difference of just 2
percentage points (World Bank 2002, p.90).

In Albania and Moldova the impact of other beneatsmaller, but still outweighs the
effect of economic assistance/child allowances dnjdrs of between two and seven. That
pensions should be relevant to households with yaimidren may seem surprising, but the
survey data indicates that some 39 per cent ofdimids with children aged 0-6 in Albania
and 29 per cent in Moldova also contain a membeeaeipt of a state pension, suggesting
the presence of many multi-generational househ{ee also Menchini and Redmond,
forthcoming). It should be remembered, however tiwd all income is likely to be of equal
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value to a child, with pension income perhaps liégsty to benefit a child than income paid
as child benefit to the child’s mother. Howeveyds¢s from both South Africa and Brazil,
cited by Barrientos and DeJong (2004), suggestdhiédren do reap material benefit from
having a pensioner in the household, though thenebre interesting gender differentials.

4.6 IN SUM

In sum, family allowances appear to be having § serall effect on poverty in the countries
for which we are able to examine microdata. Buljaruniversal system is the most effective
of the four countries looked at in detail, reachihg greatest share of the poor. But the very
low share of GDP spent on these benefits (0.41%anséhat resources are being spread far
too thinly to make a substantial difference to fie@simost in need. Bulgaria needs to target
resources more effectively on the poorest housshalt/or to spend considerably more
overall; ideally both. The evidence of Figures hd 41 suggests that Bulgaria could afford to
find much more for family allowances if it chose do so. In 2002, the benefit level was
doubled and an income-based means was introduaethdé World Bank estimates that this
will have contributed to only a modest reductionpmverty among households with two or
more children and will have had no impact on hookihwith one child. It appears that more
needs to be done on both fronts.

In the Albanian and Moldovan systems, targetin@nguably reasonably effective.
This is particularly true in Albania, where leakatgehigher income groups is really very
small. Better targeting in Albania than Moldova nieeyexplained by the fact that in Albania
the income-based means-test is accompanied byuaresgent that the household has only
limited means of raising its own income (e.g. tlylothe presence of a non-employed worker
or unexploited agricultural land); this may allowtlaorities to rule out households with
income from the informal economy which may go unaexl in a straightforward means-test.
However, in neither country are allowances largeugh to make much difference to the
households who receive them. There may be somd amalnt of room for more effective
allocation of existing resources within the Moldovsystem, but in Albania such options
appear limited. While we do not have information total spending in either country, the
implication for both is that greater resources nfugsfound. This is surely also the conclusion
for Tajikistan, where survey data uncovered vitiualo sign of the official school-based
transfer system (or indeed of the social-insuranased allowance for children under 18
months).

Considering the region more widely, the dual cosicln of a need for more money
and better targeting seems likely to hold for namgintries. There are only four countries for
whom the evidence suggests child allowances age kmough as a share of the average wage
to be effective — Belarus, Uzbekistan, Croatia 8ecbia and Montenegro. For the first two,
and also for Kyrgystan, we have supporting datéatthg that total government spending on
these allowances compares well as a share of GirRet®OECD average, while for Croatia
we know that spending on social transfers in génierdiigh (World Bank 2001). This
suggests that total spending in itself is not tiheblem, at least for this group, and that
allowances are concentrated on a small enoughosectithe population to be effective. In
the absence of survey data, what we do not knoxcepe for the Uzbek case — is whether the

" Duflo (2000) found that pension receipt in Soufri¢a improved the height-for-age of children in a
household if it was received by a woman, but noalyan. In Brazil, Carvalho (2000) found that
school enrolment increased and child labour fethvgiension receipt for girls living in a household
with a female pensioner, while boys benefited nintegouseholds with a male pensioner.
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right group are receiving them. For Uzbekistan,dexce presented earlier suggests that
targeting through the Mabhallas is reasonably dffecbut could be improved further. For
example, only one quarter of those in the bottonmtde receive a child allowance, which
means that although benefits are large in size ty reduce the poverty rate by 2
percentage points (World Bank 2003c). In the meastil8 per cent in the middle quintile
and 12 per cent in the fourth quintile receiveltbaefit. (One possibility in Uzbekistan is that
at 30 per cent of the average wage allowancesoaréatge given the number of people in
need, and could be shared out among a greatermimpof poor households.)

Romania is another country which appears to be dspgna reasonable amount
overall, but in this case a universal system meaassurces are spread too thinly, as in
Bulgaria. If there is limited room to increase tapending on this area (and Figure 11 ranks
Romania quite high up the international chart)ntkergeting is required to ensure that the
money available reaches those most in need.

For the other countries in the region, it seemsi@e needs to be spent in total, and
it is also likely that the targeting of benefitsutw be improved, although survey data is
needed to confirm this, and to learn more aboutclvigystems are most effective. For
example, the World Bank (2004) compares RussiayevB6 per cent of child allowance is
captured by the bottom quintile, with KazakhstaBtscial Assistance Program, over 50 per
cent of which goes to the bottom quintile. Thesgssof comparison may also point to
solutions about how to improve targeting. One obsigoint relevant to this region is the
need to find a means-test which takes income frbbreoairces into account, including both
formal income from wages and transfers and informedme from second jobs, activity in
the grey economy and agricultural self-employmdiie Russian income test appears to be
poor at achieving this (World Bank 2004), while thisanian system of taking account of a
household’s ability to raise its own private incoseems on the basis of the evidence above
to work fairly well. Options to be considered alsitg the Albanian one might include an
asset test, involving criteria relating to housgunditions or key durables. More generally,
proxy means tests could provide a solution. Thaselve the construction of a score based
on observable household characteristics which ianple to report and hard to manipulate,
including housing quality, household compositioshy&ation and working status of household
members. Proxy means tests have been used withdeoatsle success in South Africa,
Turkey, Mexico, Costa Rica, Jamaica and Chile aag prove valuable in many countries in
the CEE/SEE region. The World Bank (2004) simulatgsoxy-means test for Russia using
2003 survey data and argues that it would havesfibamed the targeting mechanism,
doubling the effectiveness of existing resources:pér cent of beneficiaries would have
come from the poorest quintile followed by 25 pemntcfrom the second quintile. A
combination of this type of test alongside a coasdle boost in funding for child
allowances overall could have a serious impactewels of child poverty in Russia and
elsewhere.

One additional advantage to more complex typegsifis that they avoid (or at least
lessen) the potential problem of disincentives Wwhiceans-tests bring with them: thus in
Uzbekistan, despite allowances of 30 per cent ofjesafor those who qualify, work-
incentives do not appear to be being compromisemhably because the activity status of
household members is being taken into account byMhahalla (World Bank 2003c). In
contrast, see Redmond (1999) on the potential sxterof a strict income-based means-test
on incentives in Hungary: while the targeting ohéfits towards the poorest households
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improves considerably, this is at the cost of iasheg effective marginal tax rates to very
high levels for large number of households.

Finally it may be worth paying brief attention teetgeneral pros and cons of locally
administered systems, such as those in effect bekigtan and — in principle — in Tajikistan.
As noted, there are clear advantages to the Uzpstlers, which operates to some extent
along the lines of a proxy means test (guidelirgicators include monthly income, family
composition, labour force participation, ownersloipland and durables) but with much
greater ability for the Mahalla to take accountrwfividual circumstances. But there are also
clear potential disadvantages: most obviously tiseretion of the Mahalla could lead to
discrimination or to favouritism. Analysis of Makakhild allowance allocation found that a
significant reason for rejection was that ‘the cottee did not consider their application’
(World Bank 2003c): furthermore, poor householdsenmore than twice as likely to report
this reason as non-poor households, arguably pgint the possible influence of better off
households with the Mahalla committees (the poarevaéso more likely to report the need
for connections as a reason for rejection). InKist@n, the evidence of survey data is that the
system is not operating at all, though this islyik reflect the failure of government to
ensure resources reach schools, rather than aatidio failure at the school level.

5. PRE-SCHOOL PROVISION AND ATTENDANCE

Nursery and pre-school provision is often seenrasiging a ‘double dividend’, promoting
social and cognitive gains for young children whillso combating poverty by providing
childcare which enables parents to work. Consideratsearch evidence from the UK and
the US testifies to the effect high quality earays education can have on children’s later
cognitive and social outcomes (see e.g. Waldfo§8B81Sylva et al., 2003; Sylva et al., 2004;
Schweinhart 2004; Waldfogel 2004; Alakeson 200%)tlermore, the impact appears to be
greater for children from less advantaged housshoétent evidence from the UK indicates
that, while pre-school attendance does not wipettmitcognitive advantage of middle class
children, the influences of social class and pgveain be considerably reduced (Sylva et al.,
2004). As far as social outcomes and peer intenaere concerned, Cornia, 2004 points out
that the role of pre-school gains a new level ghdicance where one-child families are
increasingly the norm.

It is important to be clear, however, that resegroimts to very different results for
children of different age-groups. For very youndldrien, those aged 0-2, the benefits of
centre-based day-care are less clear: for exaropke,UK study points to higher levels of
anti-social behaviour for children who spend lormgits in nurseries before the age of three,
and especially before the age of two (Sylva et 2003). The benefits are much more
unambiguous for children aged three and above.

For this reason, this section focuses on childremfthe slightly older age-group,
aged three and above. For the youngest childreiasa may be made that the collapse of
centre-based care and a greater prevalence batiotblers at home and of the use of more
informal, home-based, care through grandmothers aithdrs may have brought its own
advantages. It is much harder to make such a casghildren aged three plus. It is worth
noting that when we look at the west, we find cdesible variety within countries in
childcare provision for younger children, with hocegers or childminders playing a key role
almost everywhere. Yet we also see a growing causethat children aged three and up
should attend a nursery setting, albeit part-tiBetween 95 per cent and 99 per cent of 3-6
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year olds in Belgium, France and Italy were entbiie universal (voluntary and free) pre-
school programmes in the mid-1990s (Kamerman 2@&)mark, Sweden and Finland have
coverage rates of 75-85 per cent in settings dedigo provide working parents with

childcare but also to ensure high quality earlygezlucation for young children. In Germany
about 85 per cent of 3-6 year olds attend kindézggpart-time (Kamerman 2003), as do 96
per cent of 3 and 4 year olds in the UK, a restila ecent government commitment to
provide a free part-time early years place to lalldeen in this age-group (Stewart 2005).

One question that remains is whether old Sovidedtindergartens offer the same
benefits as these western settings. The qualitgaofy year’s provision is certainly very
important in driving later outcomes, and it is begahe scope of this paper to judge the
quality of provision in the SEE/CIS. We do know remer that the Soviet model was very
much about early education, and that kindergare&®e not simply dumping grounds for
children of working parents. Penn 2004 (p.30) poiiat the ‘extraordinary amount of care,
intelligence and resources that went into develppihe [Soviet] kindergarten system’. She
continues (p.31):

‘Western services, especially those in the Engdigbaking world, rarely aim to
be so comprehensive. They do not usually offer skacty hours, provide

specialist teaching and supervision of teachingolild be extremely unusual to
have specialisations — which are commonplace iméoiSoviet countries — such
as music rooms, gymnasiums or swimming pools. Nigseo not see it as part
of their remit to oversee children’s nutrition, tre exercise... or employ
specialists... for special lessons such as danciagh&more, services in the
West do not usually inspire such confidence frooséhwho use them’.

Of course, now that more children have a parehbate the traditional Soviet model
may no longer be the ideal. For many families, Idvagirs are no longer necessary, for
example. A review of how countries can best provigebenefits of early years education to
as many children as possible under current econamnditions — for example through
greater provision of part-time places — appearg lomerdue. There are also extremely
important questions about how far it has been ptsgb maintain quality under recent
economic conditions, even in those kindergartenschvhhave survived the transition.
However, in this paper we focus predominantly ombers attending pre-school, given that
this is all the data we have, and on the assumpliansome attendance at kindergartens in
whatever their current state is still better tharemposure for most children of this age-group.

5.1 BACKGROUND AND ADMINISTRATIVE DATA ON PRE-SCHOO L
PROVISION IN THE SEE/CIS

While pre-school systems in Eastern Europe andsthaet Union were far more developed
than in most middle-income countries, the inhedemegarding provision was far from
uniform across the region. Nursery attendancedsy young children (under threes) was in
fact fairly low in most countries, as provision fparent to stay at home on extended leave
until a child reached three was widespread (in séw®untries, including Croatia, Romania,
Russia, Belarus and Ukraine, this leave has beconre generous, or payments have been
introduced, since 1989). In only four countries olsixteen did more than one in five under-
threes attend nursery in 1989 (Russia, UkrainearBeland Kazakhstan); only in Belarus did
more than half of the age group attend. Pre-schiw@hdance by children aged three plus was
much more common, but still very different in therthern and western areas than in the
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more southern and eastern states, as illustratedeblylocks in Figure 19 below. Within the

Soviet Union, attendance ranged from over 70 pet iceRussia and 64 per cent in Ukraine
to 22 per cent in Azerbaijan and 16 per cent inkisggan, though these levels are still likely

to be higher than those in countries with comparabtome levels. Romania and Bulgaria
are similar to the Western CIS in displaying highdls of pre-school attendance (similar also
to levels in the new EU Member States such as theciC Republic and Hungary, where
attendance was 90 per cent in 2002), in contrasiuch lower coverage in Albania and the
countries of the former Yugoslavia.

With the onset of transition, both nurseries anelgohools faced a number of new
pressures. Across the region, these services had based around and funded by state
industrial and agricultural enterprises. As entegw faced financial difficulties and
ultimately closure, the supply of pre-school fdai®b came under threat. In some cases, pre-
schools were simply shut and the buildings condefte commercial use as offices or
warehouses. In other cases, responsibility wasdthtal local authorities which themselves
faced serious financial pressure, leading to furth@sures, to the deterioration of conditions
inside pre-schools, to shorter opening years (éisarUkraine) and to the imposition of much
higher charges. Unfortunately, probably becausealifigh was traditionally decentralised
through enterprises, we have no consistent dafaubhc spending on pre-school institutions
now or in the past, but scattered evidence suggesitsus reason for concern. In Tajikistan in
2002 it appears that local authorities were fugponsible for funding childcare, with no
assistance from the central budget. Just 5.6 parafethe funds earmarked for the sector
were reportedly disbursed (Tajikistan Country Atiabl Report 2003). In Kazakhstan, the
share of the general education budget spent orefgaden has been falling steadily, from 7
per cent in 1997 to under 3 per cent in 2003 (€4, Tablel). (However, since 1999 part-
time school places have been available for 5 ayeh6 olds in Kazakhstan, with about 80 per
cent of the age-group now covered, taking somespreff the pre-school budget.)

In some countries private kindergartens have enderge the gap left by the closure
of state-run pre-schools and nurseries, but feedaarhigher and only accessible to high-
income families. In Moldova private kindergartereseare more than 20 times greater than
average fees in the state sector, and just 1 péotdloldovan children attend. Naturally, the
poorer the country the less well developed is tieafe sector: in Azerbaijan in 2002 there
were three private institutions catering for a lt@h100 children, out of a total cohort of
875,000 0-6 year olds (Azerbaijan Country AnalytiRaport).

At the same time, demand for pre-school has alnfadn part, this has resulted from
falling birth rates. As illustrated earlier in Figu3, the number of children in the age-group
fell sharply over the decade, with recorded fallshe number of 0-6 year olds of between 20
per cent and 50 per cent in all parts of the regxeept Central Asia. Demand for places will
also have been affected in many countries by thiegishare of women left without the
option of work as a result of enterprise closural alownsizing. Where employment
opportunities are more limited, fewer families n@egre-school place for childcare purposes.
However, this explanation interacts with a thirdtéa, higher charges, which have clearly
themselves had an impact on demand. Many familighthrmake use of pre-school for 3-6
year olds, even where they did not need it forddate reasons, if it was affordable. Evidence
suggests that families are themselves aware ofirtiportance of pre-school for child
development, even if they have not read the rekdaecature cited above. Penn 2004 argues
that the Soviet system fostered high expectatiodshigh levels of confidence among parents
about the role of kindergartens in a child’s upbimg. As one mother in Kazakhstan put it: ‘I
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am a housewife and don’'t have to send my childeethé kindergarten. But | don’t have
enough knowledge in development and upbringing.yTkeow how to do it in the
kindergarten’ (quoted in Penn 2004, p31). Similady survey carried out by the State
Statistical Committee of Azerbaijan in 2001 fouhdttover half of parents using pre-school
were doing so to help the children prepare for sthbhe second most common response
given was to enable the child to mix socially, witle need for childcare given only as the
third reason (Azerbaijan Country Analytical Rep2003).

The net result of the various pressures on enrdlmaties has been different in
different countries. Figure 19 shows that enrolmerre-school did not fall in Romania or
Bulgaria between 1989 and 1998 (shown on the figyrthe bars and triangles respectively),
nor in much of the former Yugoslavia or in Belarlrsseveral of these countries, enrolment
had risen above 1989 levels by 2002, shown by #& dircles. (Despite the relatively
positive situation in Romania, the country repdill :iotes concern about low levels of
enrolment, due both to the cost of contributiond enlabour market conditions.)

Figure 19: Pre-school attendance among 3-6 year @d 989, 1998 and 2002
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Note Numbers attending pre-school as a share of 3a6age-group.

But in much of the region enrolment fell sharplytire 1990s, collapsing in the
Caucasus and Central Asia and falling also in Alpaim Moldova and Ukraine, and to a
lesser extent in Russia. In Tajikistan, for example-school attendance — already low — fell
by more than half to 6 per cent. In Kazakhstanditog in pre-school attendance from over
50 per cent attendance to just 12 per cent isqudaitly shocking, taking it from the country
with the best pre-school provision in Central Asrathe Caucasus to among the worst. The
country report for Kazakhstan indicates even loatendance levels in rural areas — just 3
per cent in 2002, attributed to the absence ofifi@si (Kazakhstan Country Analytical Report
2003). The disintegration of the pre-school sysietiazakhstan was the subject of an Asian
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Development Bank Review, reported in Penn 2004. rékeew argues that as a result of the
collapse in funding cited above, only part of tladasy costs are now met, while there has
been little or no maintenance of most buildings] &vod costs are no longer covered. Fees
have been introduced at a level which places pgneeddeyond the reach of all except two-
earner couples and those earning considerably tharethe average wage. The average wage
of a teacher or a doctor, for example is betwe@0®Band 12,000 tenge a month, while the
average monthly income of a parent using a kindergas 24,000 tenge (Penn 2004, p.30).

For some of the countries experiencing decline eetw1989 and 1998, the circles on
Figure 19 indicate the beginning of a recoverynnoément in recent years: this is true most
notably for Moldova and Azerbaijan as well as fdb#nia and Russia. Ukraine, Georgia and
Uzekistan also show slight improvements since 2002 for Armenia and much of Central
Asia enrolment appears for the moment to have atagrat the new low levels.

If pre-school is important for child development ihe 3-6 age group, falling
enrolment clearly raises concerns. These concemasmeade more acute if decline has
disproportionately affected children from pooreuseholds, compounding the disadvantages
these children face when they enter school, andoif-enrolment is driven by lack of
availability of pre-school or by prohibitive costhe removal of the ability to access
kindergarten from parents who grew up believingtsnimportance is likely to have been a
cause of stress to low-income families. These ssaes we try to explore further in the
following sub-section, where we use microdata tanexe the distribution of pre-school
enrolment between urban and rural areas and atinessocio-economic characteristics of
families.

5.2 PRE-SCHOOL ATTENDANCE: EVIDENCE FROM MICRODATA

Microdata analysis of pre-school attendance comaesut on the 3-5 age group, rather than on
3-6 year olds, to ensure a focus on pre-schoasddme countries formal school starts at age
six). Figure 20 shows pre-school attendance froosébold survey data for each of the four
countries, with a breakdown by urban-rural resigendNICEF administrative data for
attendance among 3-6 year olds in the relevant asapresented alongside for comparison.
Two things are immediately striking. First, in Atba, Moldova and Tajikistan, attendance
rates in urban areas are far higher than in rueslsa— nearly twice the rate in Albania, more
than twice in Moldova and five times as high in iKigtan. The very low level of rural
attendance is of particular concern in Tajikistameve over three quarters of children in the
age-group live in rural areas (see Annex Table).

Second, survey data for Bulgaria indicates a moulet rate of attendance than that
suggested by UNICEF data. This is likely to indécttiat we are only looking at a subset of
those actually in pre-school. The data examinedframa the education part of the survey
guestionnaire: we classify children as attendireggmhool if they are between three and five
years old and are said to be ‘in school’. Whiler¢hés also a childcare part of the
guestionnaire this does not distinguish betweeesyqf care, and we decided to stick with
those clearly in an education-based form of catBerathan risk mixing up pre-school
attenders with those in informal home-based sedtifr@r the other three countries, survey
data is broadly consistent with the UNICEF datauth a little lower than expected in
Albania and Moldova.
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Figure 20: Pre-school attendance among 3-5 year @dby urban/rural residence, 2001-3
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Source authors’ calculations from household survey dataach country. Note: N=894 for Albania;
N=205 for Bulgaria; N=422 for Moldova; N=2062 foajlkistan.

Where children of this age-group are not attenghiregschool, parents in each survey
are asked to give a reason why not. Reasons ag@ givTable 5 for Azerbaijan, Moldova
and Tajikistan, for urban and rural areas sepataf€lor Bulgaria, we find that all non-
attendees state that the child is ‘too young’, iegdweight to the hypothesis that the
Bulgarian data are only picking up those childrearading very formal pre-school settings.)

Wording of the possible answers varies across cesnbut responses are broadly
comparable. In rural areas, the main constraiiaarly availability: between one half and
two thirds of respondents say no pre-school islalig, it is too far away, or it is closed.
Strikingly, just 1 per cent of rural respondent\lbania and 2 per cent in Tajikistan cite cost
as a factor; this may indicate simply that theeeray schools available and therefore costs are
unknown. In Moldova financial constraints appearb® more important, with 24 per cent
giving this as the main reason in rural areas. Thimteresting as Cornia, 2004 argues
strongly that it is falling demand that is drivitige collapse in enrolment rather than supply,
especially in rural areas (he cited evidence omjpaocy rates). The data in Table 5 suggest
that the cost factor is more important in Moldowart elsewhere, but that in rural areas
supply constraints are also crucial.
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Table 5: Reason given for non-attendance at pre-sobl (3-5 year olds)

Urban (%) Rural (%)

Albania None available/too far 13 67
Too expensive 14 1
Not good quality 1 3
Prefer to keep at home/no need 63 21
Other 10 8

Moldova School/kindergarten is closed 4 54
Difficult material circumstances 32 24
Low quality 26 5
Other 38 17

Tajikistan  None available/too far 20 68
Too expensive 20 2
Not quality care 5 0
Prefer to keep at home/no need 45 24
Other 11 6

Source household survey data for each country. Notgpaeses sum to 100 for each country (with
some variation caused by rounding).

In urban areas, in contrast, lack of availabilgymuch less of an issue — although it is
still the main reason for non-attendance for ontvim urban families in Tajikistan. Financial
constraints are much more important than in ruraas, with between 14 per cent (in
Albania) and 32 per cent (in Moldova) citing experas the main reason. However, other
factors, including quality and preference, arertte@n explanation for non-attendance for the
majority of urban households in all three countrikéss possible, of course, that some of
those responding that they simply prefer to keegrtichildren at home may also be
financially constrained but unwilling to say so.

Given the large disparities in attendance betwebaruand rural areas, analysis of
pre-school use by socio-economic characteristics soaducted separately for the two types
of area. Figures 21-23 show attendance by mothsodsk status, maternal education,
household expenditure quintile and poverty statwsefich of the three countries for urban
areas. (For Bulgaria results are not significait are not shown.)

In each of the three, we see a tendency towardehagtendance among children with
more educated mothers (though results are notfisigni in Moldova), and among children
from households with higher per capita expenditiréilbania, Moldova and Tajikistan, the
urban poor are significantly less likely to attgaré-school than the urban non-poor.
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Figure 21: Pre-school attendance in urban areas iAlbania
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Figure 22: Pre-school attendance in urban areas imajikistan
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48



Figure 23: Pre-school attendance in urban areas iNoldova
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Note N=132. See notes to Figure 21.

In three of the countries, the children of moth&r® work are much more likely to
attend than children with mothers at home, whichsie€xpected given the role pre-school can
play as childcare. Further analysis suggests tigtdbes not simply reflect higher incomes in
these households. However, we still see a subatamtimber of children of non-working
mothers in each country attending pre-school, midig that the early year’'s education and
socialisation roles of centre-based care are aea as important. In Moldova it is striking
that we find no significant difference in attendametween the children of working and non-
working mothers.

Within rural areas, the differences across socioecoc groups are much less
pronounced, which is as expected given that themagnstraint facing rural households is
the absence of local facilities. Figure 24 showsnatance in rural areas by poverty status. In
Albania and Tajikistan, it appears that the verprpst do face additional constraints to
attendance, but we do not see this effect showmgon Moldova, where there are no
significant differences between poor and non-po@usprising, given that a much higher
share of rural families reported cost as a fagtdvioldova than in other countries (see Table
5 above).
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Figure 24: Share of children from poor and non-poorouseholds attending pre-school:
rural areas only
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Note Attendance among the ‘very poor’ is significankbyver than among the rest in Albania and
Tajikistan; none of the other differences are gigant. The ‘poor’ encompasses the ‘very poor’.

In Albania, rural children are also significantlyore likely to attend if their mothers
are educated to a higher level, reflecting theed#fiice found in urban areas, but education is
not an explanatory factor elsewhere. Mother’'s wstidtus shows up as significant only in
Tajikistan, where 4.6 per cent of rural childrerthwa working mother attend pre-school,
compared to just 1.5 per cent of those with a nrodiechome. Elsewhere there is little
difference between the children of working and marking mothers, which again is likely to
reflect the primary importance of whether or nailfaes are available.

To sum up, the administrative data presented inrEi@9 gave evidence of a collapse
in pre-school attendance across much of the rdgidine 1990s, followed by some recovery
since 1998 in some of the countries but not inTdle survey data tell us only about one point
in time, but indicate that, more or less acrossiberd, children in rural areas and those from
poorer and less educated urban households ardicagitly less likely to attend pre-school
than their counterparts from better-off urban faesil This raises worrying prospects for later
inequality in educational achievement, given thiaitdcen from richer and more educated
homes already start school at an advantage, ewbowvithe benefits of pre-school. We have
no data on levels of public spending on pre-sciotthe region, but it seems clear that more
needs to be spent on this crucial area, with pdaticattention paid to how to improve
provision in rural areas and among poorer housshioldhe cities. It is worth remembering
once again that young children have a weak pdliticéce, particularly during a time in
which their numbers are shrinking. There is alsmeas@vidence that until very recently early
year’s provision has not been a priority for thegéa donors, and this may have sent messages
to governments about the importance of early yesarsices.
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6. THE COMBINED IMPACT OF CHILD SUPPORT POLICIES

The preceding three sections have each focusedldfegent aspect of policy for very young
children. We have explored the distribution of efgbe of support across households with
different socio-economic characteristics. This apph, however, raises questions about the
combined impact of support. For instance, are tisemme households benefiting from the
three types of policy while others receive no gaweent support at all?

A brief consideration of the way in which the thrgpes of support are allocated
indicates the limited likelihood that there are male‘winners’ and ‘losers’: in all four
countries, pre-school provision tends to be higtreong the better off, while in Albania and
Moldova family allowances are targeted to the pobiseholds. In Bulgaria, the universal
system of allowances slightly favours the richeud®holds, but maternity benefit receipt is
slightly higher among the poorer. More detailedlysia of the combined distribution of
benefits failed to find further support for a wimdeser hypothesis. For instance, there is no
evidence that, controlling for socio-economic statattending pre-school makes a family
more likely to receive a child allowance.

However, a consideration of the combined allocabbrbenefits does underline the
high share of households with a young child culyergtceiving no support from government
at all. These data are presented for three cosntnieTable 6 (for Tajikistan anyone not
attending pre-school falls into this category).Allbania, 66 per cent of households with a
child 0-6 receive none of the three types of supporMoldova the share is lower at 46 per
cent, largely as a result of the fact that rougjtalf the population receive the ‘universal’ baby
allowance. In Bulgaria, due to the high sharesiveog both maternity benefit and child
allowances, just 17 per cent receive no help atHidiwever, in Bulgaria, the share not
receiving any assistance is higher in rural thamrivan areas, and among poorer than non-
poor households. In Albania, more rural than urbanseholds receive nothing, but poor
households are more likely than non-poor to rece@me of the types of support, which
reflects the effective targeting of economic assisé. In Moldova, while differences are
small, both urban households and the better ofskgatly more likely to receive no support.
Even so, of households falling below the lower ptywéne of US$2.15 a day, 62 per cent in
Albania and 45 per cent in Moldova appear to beériefm no government support targeted
specifically at children. Even in Bulgaria, 22 ment of very poor households fall into this
category. These statistics perhaps bring homextenteto which governments are failing in
their duty to the youngest and poorest members@éty.

Table 6: Share of households with a child aged Ot in receipt of maternity benefit or
child allowance/economic assistance, and with noitdhattending pre-school (%)

All Urban Rural |Very poor Poor Non-poor
Albania 66.1 63.0 68.0 61.9 64.6 71.4
Bulgaria 16.9 14.1 22.7 21.9 20.1 15.2
Moldova 46.1 47.9 42.6 44.6 46.3 43.9

Note ‘Very poor’ live below the US$2.15 poverty linthe ‘poor’ below the US$4.30 poverty line,
and the ‘non-poor’ above the US$4.30 poverty line.
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7. CONCLUSIONS

This paper has examined the provision and uptakeabérnity benefit, child allowances, and
pre-school across the countries of South Easteropeuand the CIS, but with a focus on four
countries in particular. It sought to explore whegthnd how far countries are reinvesting in
young children now that economic growth appearaage this possible.

The picture uncovered gives cause for considerabfeern. In all three areas of
policy, provision is generally inadequate and ibrfg to reach those most in need. Household
survey data suggested that in three of four coemekamined, maternity benefit is simply not
being paid, or is reaching only a tiny minority méw mothers. Only the Bulgarian system
stood out as functioning well, with nearly halfrabthers of children aged 0-2 receiving some
support, and this support looking fairly substdntra relation to overall income. What
appears to mark Bulgaria out is that maternity Bermeavailable on a social assistance as
well as a social insurance basis, meaning evenarmthithout links to the labour market can
qualify. The only other systems which may be wogkivell on the evidence of administrative
data are those in Croatia and Belarus: these areotiy countries where spending on
maternity benefit has risen significantly since thiel 1990s, though Ukraine and Russia also
show evidence of an upward trajectory in the mesent years.

The situation as regards child allowances is jsgsse@rious. Macrodata pointed to
falling coverage and/or value of child allowancesoas most countries in the region. In
Albania and Moldova means-tested allowances do dedme broadly targeting the poorest,
with the Albanian system most effective, but intbabuntries only a minority of those in
lower income groups benefit — far fewer, indeednthin the Bulgarian universal system,
which reaches 70 per cent of eligible householdsenbottom quintile. However, in none of
the three countries are benefits large enough temeore than negligible impact to the vast
majority of families. The poverty headcount and puowerty gap are reduced by a little by
child allowances in Bulgaria, and hardly at allAtbania and Moldova. In all three cases,
pensions appear far more important to the povéatys even of households with very young
children, although their explicit goal is not toduee poverty. Meanwhile, in Tajikistan,
despite formal rules, it seems that in effect mngfers are being made at all.

Macrodata on pre-school enrolment pointed to fatioss much of the region, and to
collapse in some of the poorer countries in Ceriah and the Caucasus. In a number of
countries enrolment has begun to rise again inldakefour to five years, but in much of
Central Asia and the Caucasus this is not the easkewe see stagnation at very low
attendance levels. In all four countries for whicitrodata were examined, enrolment was far
lower in rural than in urban areas, while withitamn areas children from poorer households
and those with less educated parents were significkess likely to attend. In rural areas the
main constraint appears to be the absence oftfesjlwhile in urban areas the most common
reasons given for non-attendance were cost faco choice. Both urban-rural and
socioeconomic differences point to a situation lmal those most likely to be attending pre-
school are those with the most home input as wikHi is, pre-school is exacerbating
differences at the point of starting school, ratihan helping to level the playing field. Both
the lack of facilities in rural areas and the difatials within urban areas urgently need to be
addressed.

There is considerable evidence of good intentiaress the region with regard to
protecting services for young children: we havenskee instance that formal rights to paid
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maternity leave have become if anything more garseduring the transition, while in many
countries family benefits were made universal lbefdnancial constraints led to the
introduction of means-testing and in some caseslblodition of child allowances altogether.
Good intentions appear to have been overwhelmeddmmbination of lack of resources and
weak administrative capacity, resulting for exampplepoor targeting mechanisms and in
failure to foresee and deal with the broader ingtians of a shift from formal to informal
employment in systems in which many rights andisesvhad been employment-linked. At
the same time, the fact that young children arbranleng cohort wielding limited political
leverage is very likely to have had an impact anréative priority given to services for the
0-6 age-group. Donors may also carry responsibilily failing to make the case for
investment in the very young.

On the basis of both the microdata analysis andbtioader evidence on what is
happening in other countries across the regions tpaper makes the following
recommendations for improving child support pokcie the CIS and South Eastern Europe:

Maternity Pay

. Countries should consider following Bulgaria’saexple in providing paid
maternity leave on a social assistance as wellsaial insurance basis. While
this is unusual practice for OECD countries, thghhievel of informal
employment and non-registered unemployment in plaig of the world may
make it an appropriate way forward for the SEE/@&tainly in the short and
medium-term. It may be the only way to ensure #idaichildren are able to
spend the crucial first few months of life with thenothers, with proven
benefits for health and development.

Family allowances

. Most countries in the region need to dedicateughrhigher share of GDP to
family allowances. A comparison of spending aclOED countries suggested
that only two or three of the countries in the oegare spending close to the
OECD average, while in several countries the le¥eixpenditure is pitiful. The
needs of families with young children must be gitgher budgetary priority.

. At the same time, it appears that the majoritcadintries would benefit from
considerable improvements in the targeting of fgnaillowances. Universal
benefits in Bulgaria are spread much too thinlpeoeffective, and this appears
true also of the only other country with a univérshild allowance system,
Romania. There is also evidence that several degnivhich do have means-
tests for benefits are targeting less successthiiyn would be optimal: as
examples, the microdata analysed in this papertpdm this conclusion for
Moldova, while other sources support the same fiigdior Russia.

. The paper proposes that countries consider theia proxy means-test. These
tests are used successfully in several other middEme countries and may
help the countries of the SEE/CIS to overcome dnthe key difficulties they
face, which is how to ensure that a means-tesistakeount of all sources of
household income, including income from the gregneeny and from small
agricultural plots.
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Pre-school provision

. Countries should set a goal of ensuring, withigien time-frame, that all
children aged 3-5 have access to a certain numbdrwors of pre-school
education per week.

. With this goal in mind, they should embark on active programme of
expansion of pre-school institutions, concentrafirgy on rural areas.

. They should review the fees set by pre-schoots inanrease state funding to
ensure that all children in the age-group haveitite to free provision for a set
number of hours.

. Countries should undertake a review of how thereru style of full-day
provision can be adjusted or supplemented to gtlaxt+day provision for those
at home with a mother, grandmother or informal heraeer.

Clearly all these recommendations carry with thermansaerable resource
implications: none of them come free. Can the agesmin this region afford to spend much
more on the very young? First, it should be emeasionce again that in most of the
countries covered, spending as a share of GDP nsma&ll below the spending share in the
majority of OECD countries. Second, comparisonspEnding on family allowances and on
pensions presented above indicate that there e within budgets for governments to make
choices. This is not to suggest that money shoallthken away from pensioners, who remain
at high risk of poverty. But it is a reminder thmtlicy may overlook those without a strong
electoral lobby, however great their need.

On the other hand, it is undoubtedly true that mafnihe countries in the region face
difficulties in expanding public spending, eventlire context of economic growth. For one
thing, administrative capacity needs to be built ting Albania Poverty Reduction Strategy
Paper points to problems with weak tax collectinod poor expenditure monitoring (IMF and
IDA 2003), difficulties which will be common to mgmf the countries covered in this paper.
For another, a significant share of the new graihn the grey economy; substantial reforms
are needed to bring this part of the economy inéotaxation net. A third crucial issue is that
of debt: several countries in the region face ayelabt burden. Those most strongly affected
are the CIS countries which benefited in the Sostiatfrom large transfers from Moscow and
which subsequently fell into debt to meet the deficcompanying the break-up of the USSR.
Klugman et al.,, 2002 point out that in Moldova 1899 public debt service obligations
amounted to over one-third of central governmenemee, and in Georgia to over one-
qguarter (while in the latter just 5 per cent wagngpon education and nothing on child
allowances). Armenia, Turkmenistan, Bosnia-HerzagmvBulgaria and Kyrgyzstan are
among other countries facing serious debt problems.

However, countries — perhaps with donors’ help —stmiind ways round these
difficulties to identify resources to invest in Heethree key policy areas. While means-testing
and part-time pre-school provision may be waysnicradase the efficiency and justice of
current levels of spending, there is no gettinghtbthe fact that countries spending more are
those achieving better levels of provision. Fotanse, the countries spending amounts on
family allowances which are comparable with OEC®Rels of expenditure are also those
where allowances appear large enough as a shéne aferage wage to make a difference to

54



those receiving them. At the other end of the spetitit is clear that it is simply not possible
to combat child poverty and provide pre-schoolessifdisadvantaged households with a fair
start in education if nothing is being spent orsthareas, as in Georgia and Tajikistan.

Finally, we need to ask not only whether countirethis region can afford to spend
more on their youngest citizens, but also whethey tcan afford not to. It should not be
forgotten that an investment in children is an staeent in the future. If much more is not
done soon, countries in this region will lose thlivamtage lent them by their communist
inheritance, and revert in the medium and long téommuch lower levels of human
development.
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Annex 1

HOUSEHOLD SURVEYS USED FOR MICRODATA ANALYSIS

The microdata analysis was conducted using thevillg household surveys: Albania Living

Standards Monitoring Survey 2002, Bulgaria Livintarg&lards Monitoring Survey 2001,

Moldova Household Budget Survey 2003, Tajikistavirhg Standards Survey 2003.
Relevant sample sizes are provided in the tabseimimary statistics below.

Annex Table: Summary Statistics — Children aged 0-&1 four household surveys

Albania Bulgaria Moldova Tajikistan
Poverty line $US2.15 4409 leks 43.5 leva 286 lei 47 somoni
(monthly/head) (monthly/head) (monthly/head) (monthly/head)
Poverty line $US4.30 8818 leks 87 leva 572 lei 94 somoni
(monthly/head) (monthly/head) (monthly/head) (monthly/head)
Poverty rate $US2.30 28.1 19.8 63.8 74.6
Urban 21.2 11.8 43.4 70.5
Rural 31.9 32.4 74.2 76.1
Poverty rate $US4.30 79.4 46.0 91.0 96.3
Urban 70.9 34.8 80.8 94.7
Rural 84.0 63.7 96.2 96.9
% children urban 35 70 30 26
% children rural 65 30 70 75
Maternal education: % 64 22 25 16
primary only (max 8 yrs)
Maternal education: % 31 63 63 80
with secondary/vocational
Maternal education: % 5 15 12 4
with higher education
Mother works (%) 56 37 90 51
Share of children in each expenditure quintile:
First quintile 19.8 24.8 42.7 25.6
Second quintile 24.5 22.3 24.2 23.6
Third quintile 19.8 21.8 15.0 22.5
Fourth quintile 20.9 18.5 8.7 16.2
Fifth quintile 15.0 12.6 9.4 12.1
Sample size (households 1351 345 810 2415
with a child 0-6)
Sample size (households 698 296 365 1437
with a child 0-2)
Sample size (households 895 205 422 2062

with a child 3-5)

For all surveys except Bulgaria (where no weightsenavailable), sampling weights
were used to ensure that the dataset reflectedna@hthousehold composition.

In addition, regional deflators were used to adjusbme and expenditure data in
Tajikistan, Bulgaria and Albania. In Moldova, ngi@nal deflators were available. However,
as the Moldovan survey data were collected througt®03, monthly consumer price
indices were used to deflate monetary data to Jp2083 prices.
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The poverty lines of $US2.15 and $4.30 per capéen gay were calculated using
OECD Purchasing Power Parities. The value of tipeseerty lines in national currency is
given in the table below.

In most cases, expenditure (rather than income) watre used to calculate poverty
status and quintiles. However, the analysis ini8e@& on the impact of child allowances on
household poverty status was conducted using inadees as the aim was to separate out
income from private sources from income from chilldwances and other state benefits.
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Annex 2

The impact of child allowances on household income (all households
with a child 0-6, whether or not in receipt of child allowance)

Annex Figure Al: The impact of child allowances omousehold income in Bulgaria (all
households with a child 0-6, whether or not in reapt of child allowance)
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Annex Figure A2: The impact of economic assistana household income in Albania
(all households with a child 0-6, whether or not immeceipt of child allowance)
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Annex Figure A3: The impact of child allowances (uiversal and means-tested) on
household income in Moldova (all households with ehild 0-6, whether or not in receipt
of an allowance)
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