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TAKEAWAYS
The long-term vision is for Uzbekistan to establish a system of universal child benefits. 
However, due to limited fiscal resources and equity considerations, the initial steps to 
achieving this objective require that child benefits are designed to reach the poorest and 
most vulnerable children. 

The analysis considered four options within the framework of developing an investment 
case for reforming the child benefits system in Uzbekistan. The analysis shows that Option 
3 is the most viable because it: 

 ♦ appears to be relatively affordable, with spending equivalent to 1.5% of GDP, which 
is below the Europe and Central Asia regional average social assistance spending 
on children of 2.2% of GDP in 2018.

 ♦ offers the highest estimated output gains at 3.0% of GDP, which implies that the 
potential net return is 1.5% of GDP (see the figure below).

 ♦ reaches 75% coverage of all children aged 0–3 years by 2021, 0–13 years by 2030 
and 0–17 years by 2034.

 ♦ with a transfer value of UZS218 274 per month, makes the highest contribution to 
household income. This income support is significant even for relatively affluent 
quartile 3 households.

 ♦ is the only option that fully covers child-related out-of-pocket expenses, and allows 
room for other consumption expenditure. 

Productivity gains versus cost of the child benefit reform options
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The analysis suggests that the most likely sources of fiscal space to finance the reforms 
to the child benefits system in Uzbekistan are tax revenues generated by higher levels of 
growth, lower tax expenditures, formalisation of the labour force, and public sector wage 
containment.

Ultimately, the investment in child benefits will be paid off by a more-productive future 
workforce.
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EXECUTIVE SUMMARY
The child benefits system in Uzbekistan has evolved, due in part to a chronic lack of 
funding, to reflect a targeted approach. The level of investment in child benefits has fallen 
over the past two decades. While it was 1.6% of GDP in 2000, by 2011 it had fallen to 1.24%. 
It currently stands at 0.43% of GDP, following small increases in 2018 and 2019. It was 
expected that by the end of 2020 total investment in child benefits would reach 0.6% of 
GDP. As a consequence, coverage has fallen to only children from the poorest households, 
with evidence showing that even of those eligible low-income households, only 25% are 
able to access child benefits due to insufficient funding. Moreover, mahallas were forced to 
assign child benefits for fewer months than the number specified in legislation by rotating 
the benefits to different households due to the resource constraints.

The national social protection system therefore requires reform to maximise value for 
money, and ensure that those in need, especially those who are currently excluded, can 
access it. Given that the country is at the early demographic transition stage, failure to 
invest in child benefits could result in significant human capital losses that will lead to 
Uzbekistan not realising the higher productivity associated with a demographic dividend.

The long-term vision is for Uzbekistan to establish a system of universal child benefits. 
However, due to limited fiscal resources and equity considerations, the initial steps to 
achieving this objective require that child benefits are designed to reach the poorest 
and most vulnerable children. The intention is that policy will then gradually expand the 
coverage to all children. 

Purpose and audience
The overall purpose of the assignment is to develop an investment case aimed at bringing 
about a quantitative and qualitative improvement in public spending on social protection 
for children as an important mechanism for ensuring better outcomes for the most 
vulnerable and marginalised children in Uzbekistan. The intended audience of this research 
is key decision-makers and officials within the Government of Uzbekistan, specifically 
within the Oliy Majlis (Parliament), Cabinet, and key government ministries, such as the 
Ministry of Finance and the Ministry of Labor and Social Protection of Population. It is also 
envisaged that UNICEF will publish the report, or information drawn from it, so that people 
in academia and civil society, with an interest in social protection reform in Uzbekistan and 
elsewhere, can access it and use it in their own advocacy and research initiatives.

Reform options analysed
This assignment focuses on analysing and evaluating the following four options for 
reforming the child benefits system (with transfers in 2020 equivalent values).

 ♦ Option 1 begins with children aged 0–3 years, and would reach children aged 
0–13 years by 2030, and 0–17 years by 2034. In line with the current child benefits 
system, it would offer a higher transfer value for children aged up to 2 years: 
children aged 0-1 years would receive UZS 218 274 per month, while older children 
would receive UZS 145 516 per month.
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 ♦ Option 2 begins with a higher age group of 0–7 years so that children aged 0–17 
years can be reached by 2030. All children would, however, receive a constant 
transfer value of UZS145 516 per month.

 ♦ Option 3 is similar to Option 1 in that it begins with children aged 0–3 years and 
would reach children aged 0–13 years by 2030 and 0–17 years by 2034. The 
difference is that it would pay all children a higher transfer value of UZS218 274 
per month.

 ♦ Option 4 envisages paying children 0–3 years UZS250 000, and children 3–16 
years UZS150 000. Families will receive the benefits for a period of six months 
after which they will need to reapply. The idea is that this will allow for the grants 
to be rotated between families given the lack of funding. Coverage in 2020 is about 
26% and 27% respectively, and will be expanded to 75% of the age categories by 
2030.

With regards to coverage, it is envisaged that all options would aim to reach 75% of children 
in the applicable age categories. In other words, the coverage would not be universal; rather, 
the aim would be to reach the children in the poorest three quartiles.

In developing the investment case for these reform options, six types of analysis were 
undertaken: an international literature review; a situation analysis; a cost of inaction 
analysis; a costing of the reform options; a cost-benefit analysis; and a fiscal space 
analysis. The key findings from each of these analyses are set out below:

International literature review
The international literature review focused on non-conditional cash transfer systems 
for children in Afghanistan, Kazakhstan, Kyrgyzstan, Mongolia, Nepal, Tajikistan and 
Turkmenistan. They provide a reference point for assessing the scale and scope of the child 
benefits system in Uzbekistan. From the perspective of developing an investment case, the 
following findings are relevant:

 ♦ The case studies show that countries have developed a wide variety of different 
social protection programmes to reach children. The designs of the current 
systems seem to be strongly influenced by:

 • the history of how the social protection systems developed;

 • the fiscal circumstances of the country, and the availability of funds to fund 
social protection programmes for children;

 • the level of priority the government gives to extending social protection to 
children; and

 • advocacy and technical assistance from development partners such as the 
World Bank, ILO, UNDP and UNICEF.

 ♦ The percentage of children different countries target is dependent on the availability 
of funds, and the political priority given to the programmes. It varies significantly 
across countries, but in most instances is fairly low, and directed at poor children. 
Mongolia’s child money programme paid a universal cash transfer till July 2016. 
Now Mongolia too targets poor children.
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 ♦ Mongolia’s experience with its child money programme highlights the real 
challenges associated with funding a universal cash transfer, and the risk of 
lenders, such as the IMF and ADB, using loan conditions to force governments to 
curtail such programmes when faced by difficult fiscal circumstances.

 ♦ In most countries, the programmes use some form of income means test to 
identify eligible families, most often referencing a minimum wage or consumption 
basket. Nepal uses geographic and categorical categories to identify eligible 
families, while Afghanistan uses a combination of geographical, categorical and 
community mechanisms.

 ♦ The cost of the programmes to government varies widely, from 0.3% of GDP in the 
case of Nepal to 1.3% of GDP in Kyrgyzstan. Mongolia’s child money programme, 
targeting 85% of children, costs 1% of GDP.

 ♦ A number of countries also have contributory social protection systems that cover 
better-off families, and which provide allowances linked to the birth of children and 
time-limited childcare allowances. It is not clear whether the presence of these 
schemes impacts on the design of the cash-transfer programmes, but logically 
they should.

 ♦ Uzbekistan did use its current child benefits system as a platform for distributing 
assistance to vulnerable children during the COVID-19 pandemic. However, 
based on the experience of other countries, it is evident that the timeliness of the 
response would have been greatly improved if the government had crisis decision-
making procedures and plans in place, and if there was a centralised database 
of vulnerable families and a bank-based payments system available to quickly 
channel payments.

Situation analysis – the impact of the current child benefits
The situation analysis outlines key demographic trends that highlight the importance of 
investing in children to enable Uzbekistan to realise a demographic dividend from the 
demographic transition that is underway in the country. It then reviews the structure and 
funding of the social protection system with particular reference to the child benefits 
system and the level of access to child benefits. The core of the situation analysis is an 
analysis of the L2CU Survey data that explores the impact of the child benefits system 
at the time the survey was conducted in 2018. From the perspective of developing an 
investment case, the following findings are relevant:

 ♦ Uzbekistan has reached the early demographic transition stage. Consequently, 
there is a limited window to invest in human capital so as to leverage the 
demographic transition to deliver a demographic dividend, with dependency ratios 
set to rise from 2048.

 ♦ The high proportion of total households (75.1%) with at least one child member 
signals a high demand for child benefits.

 ♦ 77.7% of children under two, and 79.4% of children aged 2–14 years, live in 
households in the poorest three quartiles, which are the proposed beneficiary 
groups of the child benefit reform options.
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 ♦ The social protection system represents a large portion of public expenditure, but 
the system is dominated by the old age pension, with child benefits a relatively 
small amount. 

 ♦ Given the lack of direct financial support for children, many multi-generational 
households redirect a portion of their old age pensions to support children – which 
is not its purpose.

 ♦ Due to severe funding constraints, there is a significant coverage gap of child 
benefits across children of all ages.

 ♦ By 2018, rationing of child benefits due to insufficient budgets had reduced 
the average allocation period of the Childcare Allowance to 6.7 months, and 4.7 
months for the Family Allowance, which are lower than the respective legislated 
allocation periods of 12 and 6 months respectively.

The following findings from the analysis of the L2CU Survey data need to be taken into 
consideration when putting forward ideas for reforming the child benefits system:

 ♦ The value of the current child benefits makes them a potentially significant stream 
of income for poor households in quartiles 1 and 2, with this contribution falling 
for households in quartile 3. However, the child benefits’ contribution to alleviating 
poverty depends on households accessing them, which has been constrained by 
limited budgets.

 ♦ A key objective of the child benefits system is to reduce poverty. Despite this, 86.9% 
of the poorest children living in quartile 1 households did not receive child benefits 
in 2018, yet child benefits were paid out to relatively wealthier households – mostly 
in quartile 2, but also households in quartiles 3 and 4.

 ♦ Children in households receiving a child benefit have a higher level of enrolment in 
preschools compared to non-recipient households.

 ♦ Given the already high rates of primary and secondary school enrolment due to 
education being free and compulsory, the current child benefits do not appear 
to have had an obvious impact on school enrolment rates among children 7–14 
years.

 ♦ Recipient households with children under two were more likely to have sought 
medical help for the children than non-recipient households. 

 ♦ There is only a marginal difference in medical care received by children aged 2–14 
between the recipient and non-recipient households.

 ♦ The impact of the current child benefits might be constrained because the value 
of the child benefits is insufficient to cover poor households’ out-of-pocket 
expenditure on education and health, as well as make a meaningful contribution 
to consumption expenditure. Therefore, poor households continue to have to make 
difficult trade-offs.
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Cost of inaction – not reforming the current child benefits
The cost of inaction analysis explores the economic burden to Uzbekistan of maintaining 
the status quo – which in this instance means continuing with the current level of budgets 
and system of child benefits. From the perspective of developing an investment case, the 
following findings are relevant:

 ♦ The theory of change underpinning the proposed reform options envisages that 
making cash payments to poor households for children will: i. lift some households 
and children out of poverty, ii. reduce income inequality, and iii. improve 
investments in the human capital of children, thereby raising their future potential 
labour productivity. However, if the status quo is maintained, the cost of inaction 
will be that none of these potential benefits will be realised.

 ♦ All the reform options will contribute to a reduction in the number of households 
living in poverty if implemented. Option 3 has the greatest potential to reduce child 
poverty. It would shift 49.3% of households currently in quartile 1 into the income 
bands of the current quartile 2, it would shift 43.2% of households from quartile 2 
into quartile 3, and 17.2% of households from quartile 3 into quartile 4. However, 
the government will forego these potential reductions in poverty if it decides not to 
implement any of the reform options.

 ♦ All the reform options will contribute to a reduction in income inequality if 
implemented. Option 3 would have the greatest impact, reducing the gap between 
quartile 1 and quartile 4 mean household incomes by nearly 3.3%. However, if the 
status quo is maintained, this potential benefit will not be realised.

 ♦ The labour market is characterised by high levels of structural youth 
unemployment. Should the child benefits system be reformed so that it works 
effectively and allows children from quartile 1 and 2 households to enter the labour 
force as more productive adults, the long-term effect could be an increase in GDP 
of up to 3.7%.

 ♦ All the reform options have the potential to raise productivity as follows:

 • 1.7% of GDP per annum for Option 4;

 • 2.4% of GDP per annum for options 1 and 2; and

 • 3.0% of GDP per annum for Option 3.

So, if none of the reform options are implemented, the cost of inaction will be to forego 
these potential productivity gains.

Cost of the reform options
The costing model is an MS Excel model that can be used to cost the child benefit reform 
options and test the sensitivity of the results to changes in the underlying variables. It can 
also be used to create resource estimates of options different to those described. It is a 
tool that can be used for the purposes of preparing budgets and/or assessing the viability 
of different policy decisions with regards to the child benefits. The key findings from the 
analysis are:
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 ♦ Options 1, 2 and 3 all reach the same number of children. Option 3 requires the 
highest budget allocation, and this is significantly greater than for Options 1 and 2. 
Option 4 is less costly than these options, but also reaches fewer children. 

 ♦ The role community workers or social workers will play in supporting communities 
to access and advise them in the use of social benefits is not known and could not 
be factored into this costing. These costs are likely to be relatively small in relation 
to the overall cost of the proposed reform options, but the services they provide 
will greatly enhance the effectiveness of the system.

 ♦ The affordability of the costing results is dependent on future economic growth. 
Using the current growth forecasts, the analysis shows that Option 3 is the most 
expensive option at 1.4% of GDP in 2030, compared to expanding existing benefits, 
which will cost 0.3% of GDP.

Cost-benefit analysis of the reform options
A cost-benefit analysis seeks to quantify, in monetary terms, the costs and benefits of 
different courses of action with a view to establishing which course of action delivers the 
greatest net social benefit. This is often difficult. So rather than going down this route, a 
descriptive approach was adopted that aims to compare the reform options against 
different variables. From the perspective of developing an investment case, the following 
findings are relevant:

 ♦ All of the reform options offer to generate positive net returns, with Option 3 being 
the most favourable. The respective potential net returns are:

 • 1.5% of GDP for Option 3

 • 1.4% of GDP for options 1 and 2

 • 1.1% of GDP for Option 4

 ♦ Option 2 supports the highest number of child beneficiaries, followed by options 1 
and 3. Option 4 would reach the fewest child beneficiaries.

 ♦ Option 3 is the only option that fully covers child-related out-of-pocket expenses, 
and furthermore, allows room for other consumption expenditure. The other 
options are thus likely to be plagued by similar issues to the current system, where 
the benefits are too low to cover out-of-pocket expenditures on education and 
health. 

 ♦ Option 3 makes the highest contribution to household income. This income 
support is significant even for quartile 3 households. The other options offer lower 
benefit values.

 ♦ All of the reform options would reduce the poverty headcount. Option 3 would 
lift all recipient households, irrespective of their base income, above 50% of the 
median income. Option 3 would also lift 92.9% of the respective households living 
below the minimum wage above this measure of poverty.

 ♦ All of the reform options are associated with an immediate reduction in income 
inequality. Option 3 has the largest impact and reduces the gap between quartile 1 
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and quartile 4 mean household incomes by nearly 3.3%. This impact falls to 2.2% 
for options 1 and 2, and just 1.7% for Option 4.   

 ♦ All of the reform options appear to be relatively affordable. Even the most expensive 
option, Option 3, would put Uzbekistan below the Europe and Central Asia regional 
average social assistance spending on children in 2018 of 2.2% of GDP.

Fiscal space to fund the reform options
The fiscal space analysis explores opportunities to create fiscal space to fund the reforms 
to the child benefits system in Uzbekistan. The key findings of the analysis are as follows:

 ♦ Uzbekistan has a robust economic outlook that is supported by increasing diversity 
in the sectoral composition of output. If the growth forecasts are realised, they 
are likely to generate the tax revenues required to finance the reforms to the child 
benefits system. 

 ♦ Uzbekistan has an average level of tax revenue in relation to comparators. 
However, the current policy is to reduce tax rates and simplify the tax system. 
As such, it is unlikely that additional fiscal space to fund the reforms to the child 
benefits systems can be found through higher tax rates. 

 ♦ The most likely sources of fiscal space within the revenue system are: lower 
levels of tax expenditures and the formalisation of the labour force and economy 
to bring more workers into the personal income tax net. These measures should 
be investigated further, as their potential quantum are significant in relation to the 
child benefits system. 

 ♦ Uzbekistan’s public debt is at relatively low levels and below the “safe” level of 
public debt estimated by the IMF and World Bank. Given the investment nature of 
the child benefits, it is possible that the reforms to the child benefits system could 
be partly financed through higher levels of public debt. 

 ♦ The proportion of total government expenditure that goes on child benefits 
has fallen significantly since 2010. Recent expenditure trends suggest that the 
government is reorientating towards a more investment-based expenditure profile. 
Although the government introduced a policy in 2017 to significantly increase 
public sector wages, if this could be tempered – in line with the policy to increase 
investment expenditures – it could create significant fiscal space from which to 
finance the child benefits system.

 ♦ Given the similar magnitudes of ODA to Uzbekistan and the child benefit reform 
options, development assistance could potentially partly finance the reforms to the 
child benefits system, particularly setting up the administrative systems.

 ♦ From the fiscal space scenarios, it seems that no single financing mechanism is 
sufficient to feasibly fund Option 3. To do so would require one of the following 
outcomes:

 • 6.9% reprioritisation of other state expenditure by 2034;
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 • 1.5% of GDP increase in public revenue; or

 • increase in public debt to 58.2% of GDP by 2034.

 ♦ There are many potentially feasible ways to combine alternative levels of public 
expenditure reprioritisation, revenue, and debt to finance Option 3. One such 
hypothetical combination explored in this report is the following:

 • Reprioritisation of the assumed existing allocations for current child benefits 
system;

 • Reprioritisation of 2.0% of other state expenditure per annum;

 • 0.5% of GDP increase in public revenue per annum; and

 • Increase in public debt to 49.4% of GDP by 2034.  

The investment case for reforming the child benefits system 
Uzbekistan is at a critical point in its development. Currently the country is in the early 
stages of a population transition stage. There is a limited window in which this transition 
can be leveraged to deliver the benefits of a demographic dividend. To capitalise on the 
upcoming swell in the working-age population, the country needs to invest in children 
to ensure that the future workforce is healthy and equipped with the necessary skills to 
become productive and able to build the economy.

The preceding analysis demonstrates that all the options for reforming the child benefits 
system will generate positive net returns for the economy over the longer term. To identify 
the most suitable reform option, the following table presents a multi-criteria summary of 
the key findings of the various analyses undertaken for this assignment.

Table ES1 Summary of findings from the key analyses

 *    % reduction in the income gap between the mean household income in quartiles 1 and 4
**   % of households living below the minimum wage lifted above this poverty line
***  benefits as % of Quartile 1 households’ average out-of-pocket expenditures on education and 
healthcare

Contributors Option 1 Option 2 Option 3 Option 4 Average

Be
ne

fit
s

Annual value of benefit  
(Som, 2020)

1 746 192 1 746 192 2 619 288 900 000 1 752 918

Number of children reached  
per year in 2034

8 630 102 8 630 102 8 630 102 7 327 725 8 304 508

Positive impact on Quartile 1 
mean household income

24.50% 24.50% 36.70% 18.40% 26.03%

Reduction in inequality * 2.20% 2.20% 3.30% 1.70% 2.35%

Reduction in poverty ** 65.60% 65.60% 92.90% 42.40% 66.63%

Covers of out-of-pocket 
education & health expenses ***

81.80% 81.80% 122.70% 61.30% 86.9%

Annual productivity gains  
(% of GDP)

2.40% 2.40% 3.00% 1.60% 2.35%

COSTS Annual cost of child benefits  
(Som, billions)

30 937 29 426 44 139 14 228 29 683
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If the reform options are scored out of 10 based on each indicator relative to the average 
outcome across the reform options, then the following outcome shown in ES2 is the result.

Table ES2 Scoring of each reform option against the analysis indicators

 

The results of this analysis confirm the key findings of the cost-benefit analysis, that Option 
3 is the most favourable reform option. The next favoured options are Options 1 and 2. 
Despite its low cost, Option 4 is the least favourable due to its limited benefit values and 
coverage.

Moving forward considering the key trade-offs
This assignment focuses on the four reform options described above. These options were 
put forward prior to conducting this analysis, so their design does not take the findings of 
this analysis into account. This gives rise to the question: Are there possibly better ways of 
reforming the child benefits system of Uzbekistan than those currently being proposed?

In considering this question, the government needs to consider the trade-offs between 
the different design variables that underpin the child benefits, namely: reaching younger 
children before older children, reaching poorer households before better-off households, 
paying higher- rather than lower-value benefits, and the impact of faster rather than slower 
rollout plans. The government also needs to explore the implications of different methods 
of rolling out the reforms.

Reforming social protection systems needs to be done with care. While this analysis 
indicates that Option 3 is the most favourable of the four options proposed, it could well 
be that, after considering the different analyses in this report, the government may want 
to explore the costs and impacts of possible alternative approaches to reforming the child 
benefits system. The costing model developed for this assignment is designed with this in 
mind. In other words, officials can use the tool to explore the cost of further reform options, 
and so develop proposals that best suit the local context.

Indicator Option 1 Option 2 Option 3 Option 4

Be
ne

fit
s

Annual value of benefit (Som, 2020) 9.96 9.96 14.94 5.13

Number of children reached per year in 2034 10.39 10.39 10.39 8.82

Positive impact on Quartile 1 mean household income 9.41 9.41 14.10 7.07

Reduction in inequality 9.36 9.36 14.04 7.23

Reduction in poverty 9.85 9.85 13.94 6.36

Covers of out-of-pocket education & health  
expenses

9.41 9.41 14.12 7.05

Annual productivity gains (% of GDP) 10.21 10.21 12.77 6.81

COSTS Annual cost of child benefits (Som, billions) 9.61 10.13 5.20 15.07

TOTAL Total score 78.21 78.73 99.50 63.55
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1. INTRODUCTION

The National Development Strategy, “Strategy of Actions for Five Priority Development 
Directions of the Republic of Uzbekistan in 2017–2021”, sets the priority to accelerate 
growth and development through strengthening the rule of law and the development of 
the social sector. Amongst the national priorities are improvements to the social protection 
system, and also, linked with child benefits, the development of the healthcare and 
education sectors and the State Youth Policy. Overall, the Strategy aims to accelerate job 
creation, increase employment and improve living standards. 

Cash transfers programmes, like the child benefits system present in Uzbekistan, have 
been shown in numerous studies to reduce poverty and improve well-being across several 
dimensions, including food security, health, education, child protection, productive activities 
and transitions to adulthood (Baird, Bastagli et al. 2016; Davis et al. 2016; De Hoop and 
Rosati, 2013; FAO, 2015; Lagarde, Haines, and Palmer, 2007; Roelen, 2014). The primary 
rationale for this positive impact is that cash transfers enable households to overcome 
commensurate budget constraints that limit their ability to buy food, send children to 
school and seek healthcare (Roelen et al., 2017).

Investments in children is a critical, complementary component of Uzbekistan’s 
development agenda, as there are multiple inter-sectoral linkages between the child 
benefits system, the Poverty Reduction Strategy, the Social Protection Strategy and the 
long-term economic growth strategies. For example, the non-conditional cash transfers for 
children have the potential to contribute towards children’s nutrition, health and education 
outcomes by reducing poverty, increasing affordability and access to basic services, and 
reducing the risks of child exploitation by helping to form integrated poverty reduction 
programmes. The Global Coalition to End Child Poverty (2017) therefore argues that social 
benefits, in this case, cash transfers, are powerful tools that contribute to the child well-
being outcomes sought by sector-based Ministries and programmes.

Moreover, one of the fundamental roles of a child-sensitive social protection system is to 
prevent individual deprivations or the worsening of deprivations as a result of shocks. One 
of the most pressing current shocks is the COVID-19 pandemic. By establishing a strong, 
responsive child benefits system, Uzbekistan would put in place the foundation for an 
automatic stabiliser to shocks like COVID-19. The targeting criteria and child database will 
enable the government to rapidly support children, especially the most vulnerable children, 
in the case of an economic downturn.

1.1 RATIONALE
An increasing number of low- and middle-income countries are providing support for 
children and families through a variety of programmes delivering cash and in-kind benefits 
(ILO, 2019). In Uzbekistan, tax-financed child benefits comprise three main schemes:
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 ♦ a Childcare Allowance for non-working mothers with a child under the age of  
2 years; 

 ♦ a Family Allowance for families with children aged 2–14 years; and 

 ♦ a Child Disability Benefit for children with disabilities up to the age of 15 years. 

The first two of these are poverty-targeted means-tested benefits paid to households with 
an income that falls below a determined threshold, while all children with disabilities are 
eligible for the latter. Given the design of these programmes, it is evident that the child 
and family policies in Uzbekistan are based around a few chief policy objectives, namely 
poverty alleviation, income redistribution and the provision of equal opportunities. 

The broad impact of the overall social protection system in Uzbekistan, relative to these 
policy objectives, has been very positive. Data shows that the poverty rate in Uzbekistan 
has reduced by 39% as a direct result of investments in social protection, while the Gini 
coefficient (a common measure of income inequality in a country) reduced from 0.524 
to 0.445 due to such investments, indicative of a reduction in income inequality (UNICEF, 
2019) 1. The benefits to children, specifically, mirror those that have accrued in the country, 
with the rate of child poverty decreasing by more than a third due to investment in the 
overall social protection system. However, this improvement in child outcomes masks what 
is a largely ineffective child benefits system in Uzbekistan. Data suggests that a mere 12% 
of this reduction in the rate of child poverty is attributable to the child benefits themselves, 
while old age benefits are a more significant contributor, accounting for 70% of the total 
reduction in child poverty.

This muted impact suggests serious deficiencies in the child benefits system in 
Uzbekistan. There is a view that the value of the benefits does not seem to be problematic, 
and that the chief problem, instead, is one of insufficient coverage. Coverage rates among 
eligible households are low for all three benefit schemes, at 12%, 33% and 52% of eligible 
households for the Family Allowance, the Childcare Allowance and the Child Disability 
Benefit respectively. Rationing of child benefits at the mahalla (community) level – driven 
by low budgets for child benefits – and difficulties associated with the implementation of 
poverty means tests have been identified as the chief causes of low coverage under the 
current system. 

Thus, despite possessing a set of child benefits that is based on a sound underlying policy 
logic of poverty alleviation, and despite the value of individual child benefits payments 
being comparable with, and often exceeding, those in other countries, the impact of child 
benefits in Uzbekistan has remained fairly weak. This highlights a clear need for reform in 
the child benefits system in Uzbekistan.

1 The poverty line for these estimates was set at 50% of the median income. The technique used to 
estimate the reduction in poverty was a simple micro-simulation: the value of the transfers is deducted 
from household income and the pre-transfer poverty rate. The poverty gap is a measure showing how 
close all of those below the poverty line are to reaching it. It is a measure of the depth of poverty.
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1.2 INTENDED AUDIENCE
The intended audience of this research is key decision-makers and officials within the 
Government of Uzbekistan, specifically within the Oliy Majlis (Parliament), Cabinet, and 
key government ministries, such as the Ministry of Finance and the Ministry of Labor and 
Social Protection of Population.

It is also envisaged that UNICEF will publish the report, or information drawn from it, so 
that people in academia and civil society, with an interest in social protection reform in 
Uzbekistan and elsewhere, can access it and use it in their own advocacy and research 
initiatives.

1.3 OBJECTIVES
The overall objective of the assignment is to develop an investment case aimed at bringing 
about a quantitative and qualitative improvement in public spending on social protection for 
children as an important mechanism for ensuring better outcomes for children – especially 
the most vulnerable and marginalised children in Uzbekistan. 

The investment case will be built on the findings of the following analyses: 

 ♦ An economic burden/cost of inaction analysis to identify and highlight the current 
economic cost of inadequate coverage of child benefits. This analysis will focus 
on the negative consequences of maintaining the current child benefits system, in 
relation to a revised system, on human capital development in the form of labour 
productivity.

 ♦ A costing of four options for reforming the child benefits system – three of the 
options were proposed by UNICEF Uzbekistan in the report “Building a national 
social protection system fit for Uzbekistan’s children and youth” (UNICEF, 
2019b), and the fourth option was proposed by the Ministry of Finance during the 
consultation meetings with national stakeholders.

 ♦ A cost-benefit analysis that compares the costs of the different options for 
reforming the child benefits to their expected impact in terms of the number of 
beneficiaries reached, reducing poverty and inequality, and the potential impact on 
labour force productivity and thereby GDP. The analysis also explores the potential 
impact of the reform options on household consumption of health and education 
services and general consumption expenditure, and how this impact might be 
further enhanced.

 ♦ A fiscal space analysis to contextualise the cost of the options for reforming the 
child benefits system within the current fiscal environment, and seek possible 
sources of fiscal space that can fund the reforms to the child benefits system. 
To the extent possible, rough figures will be provided for the magnitude of fiscal 
windfalls from reforming the child benefits system, with a view to building the case 
that spending on child benefits is an investment in future productive capacity, and 
therefore suitable for debt financing.
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1.4 SCOPE
The scope of the assignment is primarily determined by the types of analysis that serve 
as inputs into developing the investment case, namely: an international literature review, 
a situation analysis of the current child benefits, a cost of inaction analysis, a costing of 
reform options, a cost-benefit analysis and a fiscal space analysis.

Another important variable defining the scope is the range of options for reforming the 
child benefits system. It is possible to specify any number of alternative reform options, but 
given the preceding work UNICEF has done, and the reform proposals under consideration 
it was decided to restrict the research to the four reform options specified in Section 4.

The scope of the assignment was also influenced by the availability of suitable data, 
and the constraints that the COVID-19 pandemic placed on travel and interactions with 
government officials and other stakeholders (see next section).

1.5 INFORMATION AND DATA SOURCES
When the Technical Proposal was prepared in November 2019, the intention was that 
three members of the Cornerstone team would visit Uzbekistan to conduct key informant 
interviews with a range of role-players and stakeholders to gather information on the 
functioning of the current child benefits system and explore reform options with them, 
as well as explore what relevant data they could share. However, this trip could not take 
place due to the travel restrictions imposed by governments as part of the response to 
the COVID-19 pandemic. The Inception Report therefore proposed conducting a series of 
online semi-structured in-depth interviews with key stakeholders, including government 
officials from the Ministry of Finance and the Ministry of Employment and Labour 
Relations. However, due to the fact that many government officials and other stakeholders 
were engaged in responding to the COVID-19 crisis, and, generally, connectivity with many 
of them was problematic given the work-from-home arrangements imposed due to the 
pandemic, UNICEF Uzbekistan advised the team to rather rely on the documents and data 
shared, and gathered by the desktop review. 

The key documents describing the current system of child benefits in Uzbekistan used are:

 ♦ International Labour Organization. 2020. An assessment of the social protection 
system in Uzbekistan. Geneva: International Labour Organization.

 ♦ UNICEF. 2019a. Building a Better Future: A child-sensitive social protection system 
for Uzbekistan. Tashkent: UNICEF Uzbekistan. 

 ♦ UNICEF. 2019b. Building a national social protection system fit for Uzbekistan’s 
children and young people. Tashkent: UNICEF Uzbekistan.

The core data used to analyse the impact of the current child benefits system was the 
Listening to Citizens of Uzbekistan (L2CU) Survey conducted by the World Bank and 
UNICEF in 2018. This survey is a nationally representative household survey designed 
specifically to analyse the effectiveness of Uzbekistan’s national social protection system, 
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while also permitting a situation analysis of the national population. The survey covered 
4 500 households and 21 026 individuals, of whom 6 341 were children aged 0–14 years, 
which is the age range covered by the current child benefits system. 

The research team also used information from a range of other documents and data 
sourced either from online sources or shared by UNICEF Uzbekistan. Key data sources 
include:

 ♦ demographic data sourced from the State Statistics Committee’s website,

 ♦ budget and expenditure data, made publicly available by the Ministry of Finance of 
Uzbekistan and shared by UNICEF Uzbekistan, and

 ♦ economic data from the Central Bank of Uzbekistan.

1.6 METHODOLOGY AND LIMITATIONS
As noted, the assignment involved using a variety of public finance-type analytical 
approaches to help build the investment case for reforming the child benefits system in 
Uzbekistan. Each type of analysis comes with its own methodology and challenges. 

i. International literature review
For the international literature review, the focus countries were chosen based on their 
similarities with, and proximity to, Uzbekistan. They provide a reference point for assessing 
the scale, scope and impact of the current child benefits system as well as the proposed 
reform options in Uzbekistan.

We also reviewed how different countries have used their social protection systems for 
children as shock-response mechanisms to respond to the COVID-19 pandemic. The aim 
was to identify lessons relevant to reforming the system of child benefits in Uzbekistan.

ii. Situation analysis – the impact of the current child benefits 
system
The situation analysis explores the current status of children in Uzbekistan using 
demographic data from various sources, including from the State Committee on Statistics; 
provides a brief description of the social protection system in Uzbekistan; and summarises 
the key findings of previous UNICEF studies regarding access to social protection 
allowances, especially the child benefits.

The core of this section is an analysis of the L2CU Survey, which explores the impact of 
the current child benefits system on household incomes and consumption expenditure, 
children’s access to early childhood development (ECD), education, health and nutrition. As 
noted, the survey covered 6 341 children aged 0–14 years. These are disaggregated into 
two treatment groups consisting of those who are recipients of the Childcare and Family 
allowances respectively, and two control groups consisting of those within the eligible age 
categories who did not receive either of the child benefits. 



1. Introduction 7

iii. The cost of inaction – not reforming the current child benefits 
system
A cost of inaction study assumes that “acting” will eliminate certain costs to society, and 
therefore the cost of inaction societal costs / economic burden incurred by maintaining 
the status quo. Normally, cost of inaction studies estimates the costs in terms of lost 
economic productivity, expressed as a percentage of GDP. In this instance, certain costs 
associated with the current child benefits system could be ameliorated by reforming the 
system. Or stated differently, there are certain benefits associated with implementing the 
reforms that will be foregone if the status quo is maintained. The cost of inaction analysis 
aimed to describe, and where possible, quantify, the extent of these societal costs.

The Inception Report envisaged estimating the cost of inaction as “the non-realization of 
the potential positive impacts of expanding and improving the coverage of child benefits 
in the form of enhanced labour productivity”. It was anticipated that these impacts could 
be calculated with reference to improvements in health, education and social well-being 
linked to increasing the value and coverage of child benefits. However, analysis of the 
L2CU survey data showed no statistically meaningful relationship between the current 
child benefits and health, education and nutrition performance variables. In other words, 
households receiving the child benefits experienced a reduction in poverty, but there was 
little evidence that this flowed through to higher household spending on health, education 
and nutrition for children that would result in them becoming more productive workers 
in the future. Consequently, the team developed an alternative method for estimating the 
enhanced labour productivity impacts of reforming the child benefits system based on the 
percentage of households whose incomes shifted from quartile 1 into quartile 2, and from 
quartile 2 into quartile 3, etc. as a result of them receiving the benefits envisaged by the 
different reform options. This approach to calculating the cost of inaction was deemed to 
be more suitable than using assumptions drawn from international literature, as it used 
data that reflected the country context.

iv. The cost of the reform options
A costing model was developed that estimates the total cost of the different child benefit 
options by multiplying the value of the benefits by the expected number of beneficiaries. 
The expected number of beneficiaries is estimated using demographic data from the State 
Statistics Committee, and income data from the L2CU Survey, to simulate the targeting 
criteria of the different options. The value of the benefits is increased with reference to 
inflation data from the Central Bank of Uzbekistan.

The costing model is a dynamic tool enabling the user to evaluate the costs of any number 
of options for reforming child benefits by changing the assumptions related to: 

 ♦ the target coverage rates;

 ♦ proportion of target beneficiaries not taking up benefits;

 ♦ the structure and value of the benefits; and

 ♦ the age categories covered.
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For this analysis, the costing model was used to estimate the cost of the four reform 
options described in section 4. 

v. Cost-benefit analysis of the reform options
The findings of the cost of inaction and costing analyses were used to develop a cost-
benefit analysis as the final element in the investment case. In this regard, the findings 
from the analysis of the L2CU data – that there are no statistically meaningful relationships 
between the current child benefits and health, education and nutrition performance 
variables – impacted on the range of benefits that could be quantified. 

Using the labour productivity impacts flowing from reforming the child benefits system and 
the cost of the child benefits system, we calculated the net social benefit. 

vi. Fiscal space to fund the reform options
The fiscal space analysis explores opportunities to create fiscal space to fund the child 
benefits system in Uzbekistan. The basic idea is that, in creating or finding fiscal space, 
additional resources can be made available for forms of meritorious government spending, 
i.e. increased child benefits. The objective is also to match the child benefits system 
with potential funding sources, bearing in mind that the child benefits are essentially an 
investment in the productivity of the future workforce.

vii. Developing an investment case for reforming the child benefits 
system
The investment case brings the key findings of the preceding analyses together to argue 
that the Government of Uzbekistan should prioritise reforming the child benefits system 
because the likely socio-economic benefits of doing so outweigh the short-term costs over 
the long term.

Note that more detailed descriptions of the methodologies used are provided at the 
beginning of each of the sections where they are applied, as appropriate.

1.7 ETHICAL CONSIDERATIONS IN CONDUCTING  
THE RESEARCH

Overall, the team adhered to UNICEF’s Procedure for Ethical Standards in Research, 
Evaluation, Data Collection and Analysis (2015) and UNICEF’s Strategic Guidance Note 
on Institutionalizing Ethical Practice for UNICEF Research (2013) in carrying out this 
assignment. The assignment did not involve gathering data from children or other 
vulnerable cohorts of the population. 

There was one online workshop with officials from the Ministry of Finance. Informed 
consent was obtained from each participant prior to the start of the workshop. Cornerstone 
also undertook not to attribute any inputs to individuals.
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All datasets used in the assignment were fully anonymised before Cornerstone received 
them. All analyses are at the aggregate level, which ensures that individual responses 
cannot be traced to specific locations. 

The assignment pursues an ethical objective, namely, to develop an investment case for 
reforming the child benefits system in Uzbekistan. As such, the intent of the assignment 
and the expected outputs seek to promote the realisation of children’s human rights and 
promote the realisation of the SDGs in Uzbekistan, including gender equality. 

1.8 MANAGEMENT OF THE ASSIGNMENT
The assignment was managed by Conrad Barberton, a Senior Economist with Cornerstone 
Economic Research. As team leader, he was responsible for ensuring delivery according to 
the Inception Report, in so far as the available data permitted, and for the writing of the final 
report. He worked with a team consisting of Jonathan Carter, Matthew Townshend, Simon 
Halvey and Lugisani Ragwala. Omonjon Ganieve joined the team as a national consultant.

On UNICEF Uzbekistan’s side, the project was led by Tinatin Baum, Chief of Social Policy, 
assisted by Umid Aliyev, Social Policy Officer and Saidbek Djurabekov, Social Policy Officer.

1.9 CONSULTATION AND REVIEW PROCESSES
This assignment included step-by-step consultation and review processes between the 
Cornerstone and UNICEF teams, starting with the Inception Report, the choice of data, 
agreement on the types of analysis the data can support, agreement on the reform options 
to be analysed, review of each of the key analyses, namely: the cost of inaction, the costing 
analysis, the cost benefit analysis and the investment case. The UNICEF team has reviewed 
previous drafts of the report, providing insightful and useful comments that have shaped 
the final report.

The original Proposal proposed a series of in-country workshops to present and discuss 
the research findings and recommendations with stakeholders. However, due to the advent 
of the COVID-19 pandemic, plans had to change. The Inception Report proposed online 
workshops, two of which were held. The Cornerstone team presented the findings and 
conclusions of the key analyses to two stakeholder consultation/validation workshops on 
25 and 30 September 2020, attended by:

 ♦ Mr. Jamshid Abruev, Deputy Minister of Finance of the Republic of Uzbekistan;

 ♦ Aliya Yunusova, Deputy Ombudsperson of the Oliy Majlis of the Republic of 
Uzbekistan and Child’s Rights Ombudsperson of Uzbekistan; and 

 ♦ Nodir Muslitdinov, Head of the Department of budget policy in the area of social 
protection and state social services at the Ministry of Finance of the Republic of 
Uzbekistan.

Lastly, the final draft report was submitted to an external peer reviewer, who evaluated it 
against the UNICEF Research / Study Quality Checklist. 
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1.10 STRUCTURE OF THE REPORT
Figure 1 illustrates the structure of this report and how the different analyses relate to each 
other and contribute to building the overall investment case for reforming the child benefits 
system in Uzbekistan.

Figure 1 Structure of the report – building an investment case. 
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2. INTERNATIONAL 
LITERATURE REVIEW  
OF CASH TRANSFERS  
FOR CHILDREN

The international literature review focused on non-conditional cash transfer systems 
for children in other countries. We also reviewed how different countries have used their 
social protection systems for children as shock-response mechanisms to respond to the 
COVID-19 pandemic. 

In both instances, the aim was to identify lessons relevant to reforming the child benefits 
system in Uzbekistan. 

2.1 NON-CONDITIONAL CASH TRANSFER SYSTEMS 
FOR CHILDREN IN OTHER COUNTRIES

The focus countries – Afghanistan, Kazakhstan, Kyrgyzstan, Mongolia, Nepal, Tajikistan 
and Turkmenistan – were chosen based on their proximity and similarities to Uzbekistan. 
They therefore provide a reference point for assessing the scale and scope of the 
child benefits system in Uzbekistan, as well as the proposed reform options set out in  
section 4.

2.1.1 Afghanistan 
Afghanistan’s social protection programme was initiated in 2009 and targeted at poor 
families with children (IPC-IG & UNICEF, 2019). The purpose of the cash transfers is to 
provide the families with food security during winter and spring. Qualifying families with 
one or two children under five receive USD80 per year, and those with three or more children 
under five receive USD125 per year (IPC-IG & UNICEF, 2019). Two cash payments per year 
are made via mobile network operators and banks.

Proxy means testing, geographical, categorical and community targeting are used to 
identify families in need. Since its inception in 2009, the programme has reached about 
26 938 families. In 2016, 6 114 poor families received the benefit (IPC-IG & UNICEF, 2019). 
The monitoring and evaluation of this benefit consists of assessing its impact on food 
consumption, the performance of targeting mechanisms in place, and the functionality and 
effectiveness of its operational processes.
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As a result of COVID-19, the allocation to the social protection budget for 2021 declined 
by 5% from AFN21 billion to AFN20 billion, with the allocation to family and children grants 
falling by 62% (pers comm. UNICEF Afghanistan).

2.1.2 Kazakhstan
Kazakhstan introduced a social assistance scheme in 2000. It was a decentralised means-
based social scheme for poor households. Then, in 2002, Kazakhstan introduced the 
target social assistance (TSA) programme to improve the social assistance scheme (ILO, 
2003). Local governments are responsible for the management and delivery of the TSA. 
When processing applications, officials review families’ information on their social cards to 
assess whether they qualify for the TSA. The eligibility criteria are based on individual and 
household income levels. Families with an average per capita income below the poverty 
line, set at 40% of the subsistence minimum, are eligible to receive the TSA. From 2002, 
only two children (under 18 years) per family are eligible. 

In 2002, the TSA’s expenditure was approximately 9.2 billion Tenge, of which 5.2 billion 
Tenge benefited children. Approximately 1.18 million people were recipients of the TSA in 
2002. The value of the TSA is the difference between household income and the poverty 
line, and in 2001 was 675 Tenge, which increased to about 989 Tenge in 2002. (International 
Labour Office, UNDP, 2003)

In 2018 the TSA was reformed. This involved merging the old TSA with two other payments 
under a new TSA programme. The other payments were a special state allowance to 
families with 4 and more children, and allowances to children whose average per capita 
income is below the food basket. Since April 2019, the new TSA programme is paid to 
families whose per capita income per family member is less than 70% of the minimum 
subsistence level (or 20 789 Tenge (USD54.7)). Since 2020, the special state allowance 
to families with 4 and more children has been again identified as a separate allowance. 
In addition to the TSA, families receive in-kind support (e.g. food and transport subsidies, 
school supplies, etc.) (UNICEF, 2020c).

In 2018 a total of 571 600 people received the TSA (of whom 64% were children). In 2019, a 
total of 2.2 million people received the TSA (of whom 60% were children) (UNICEF, 2020d). 
To place this in context, there is a total of 2 321 978 households in Kazakhstan, and 58,2% 
of households have children. A change of government, and social sector reform, has laid 
a path to adjust the TSA to better reach the most vulnerable families with children and to 
increase the overall coverage of families with children.

Kazakhstan also has: 

 ♦ a maternity benefit and childbirth allowance (for first, second and third child, the 
amount is equal to 38% of the minimum wage, for fourth and more it is 63% of 
minimum wage);

 ♦ a monthly childcare allowance paid until the child is one year old (for first child 
the amount is equal to 5.76% of the minimum wage, for second child, 6.81%, third, 
7.85%, and fourth and more – 8.90%); 
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 ♦ a social benefit due to loss of income because of pregnancy and/or adoption of 
child;

 ♦ a disability pension that also covers disabled children; 

 ♦ an allowance due to loss of breadwinner;

 ♦ a series of payments paid to one or both parents to care for a child with disabilities, 
for the adoption of orphan children, foster care, etc.; and 

 ♦ a housing subsidy (UNICEF, 2020d).

In Kazakhstan, public expenses aimed at cash assistance to children and their families 
comprise 0.83% of GDP (UNICEF, 2020c).

2.1.3 Kyrgyzstan
The Kyrgyz Republic has a monthly cash transfer benefit for poor families (MBPF) with 
children (Kidd, 2018). Until 2015, the MBPF was USD13 per month for families with children 
under 16 who lived in poverty (Kidd, 2018). An evaluation found that the grant had little 
impact on poverty due to limited coverage and the low value, and was thus revised. The 
updated benefits are as follows:

 ♦ A lump sum benefit of around USD58 for every new-born child.

 ♦ A universal monthly benefit of USD10 for children under three.

 ♦ A monthly grant of USD7.25 for families with three or more children aged 3–16, 
starting with each family’s third child (Kidd, 2018).

There are about 600 000 children in the country who qualify for the grant (Turusbekova, 
2019). The payments are made as direct transfers to bank accounts and/or via the post 
office. In 2015, the cost of the MBPF was 0.6% of GDP, and the new scheme will cost 1.3% 
to GDP when fully implemented (Kidd, 2018). The three new benefits target the poorest 
families, aiming to reduce poverty by 11.82% and extreme poverty by 61.75% (Turusbekova, 
2019). It is estimated that the poverty gap will be reduced by 22%, and the extreme poverty 
gap by 57.3%, by the three new benefits (Turusbekova, 2019).

2.1.4 Mongolia
Mongolia’s child money programme was first introduced in 2005. Over the years it has 
been revised many times. In 2012, on the back of a booming economy, it was structured 
as a universal child money programme that paid a monthly unconditional cash transfer of 
MTN20 000 (USD14.6) to children under 18, including those in correctional services and 
living abroad, but excluded the children of migrant workers in the country (Peyron-Bista 
& Lkhagvademberel, 2016). By mid-2016, the programme was reaching 967 900 children 
with the cash payment via automatic bank transfers to eligible families. In July 2016, due 
to worsening fiscal circumstances driven by falling commodity prices, the government 
had to loan funds. Both the International Monetary Fund (IMF) and the Asian Development 
Bank (ADB) made such loans conditional on the government targeting the programme. 
This led to the introduction of targeting using a survey-based proxy means test (PMT) 
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whose development was paid for by the ADB, and the number of children targeted varied 
between 60% and 85% in 2019. To access the grant, children must be registered on the 
PMT database and have an account at any commercial bank of their choice (ODI & UNICEF, 
2020). 

The programme is funded by royalties on natural resource extraction and corporate 
taxation on mining companies, through the Human Development Fund (Peyron-Bista & 
Lkhagvademberel, 2016). In 2017, the child money programme, with a coverage of 85% of 
children, cost about 1% of GDP (ODI & UNICEF, 2020). 

The programme is pro-poor with about 34% of the funds going towards children in the 
poorest group (Peyron-Bista & Lkhagvademberel, 2016). Analysis of the 2014 Household 
Socio-Economic Survey shows that the programme contributed to an estimated 12% 
reduction in poverty, and reduced the poverty gap by 21% (ODI & UNICEF, 2020).

2.1.5 Nepal
The child grant programme was initiated in 2009, and targeted socially and economically 
vulnerable children to improve nutritional outcomes (IPC-IG & UNICEF, 2019). Categorical 
and geographical mechanisms are used to identify beneficiaries. All children in the Karmali 
zone, and poor Dalit households in the rest of the country, are targeted by the programme. 
All children in the Karmali zone and all Dalit children are eligible for the cash benefit from 
birth until the age of five (IPC-IG & UNICEF, 2019).

Each qualifying household receives NPR400 (USD3.9) per child per month, up to a 
maximum of NPR800 (USD7.8) per family (IPC-IG & UNICEF, 2019). The households receive 
a cash payment every four months through village development committees or their 
municipalities. The cost of the programme is 0.3% of GDP, and the number of beneficiaries 
as a proportion of the child population was at 19.2% in 2017 (ODI & UNICEF, 2020).

Surveys of beneficiaries show that the grant improved children’s nutritional status, 
as evidenced by a decline in child undernutrition, stunting, underweight and wasting 
(Renzaho, et al., 2019). Improvements were also noted for healthcare-seeking behaviours. 
Beneficiaries also reported a higher sense of self-worth.

2.1.6 Tajikistan
The social assistance system for children in Tajikistan is comprised of three programmes, 
namely, a grant for children living in households that have lost the breadwinner; a grant for 
children living with HIV/AIDS; and a TSA programme. In August 2020, the TSA replaced two 
other programmes, namely a conditional cash transfer for children attending school and an 
electricity compensation benefit. 

The cash compensation programme for education was introduced in 2001 to promote 
school attendance and assist parents with the costs of sending children to school. The 
programme targeted the 15% poorest children in grades 1–9. The programme targeted 
families whose income was below 50% of the minimum wage. The annual benefit was 
TJS40 (USD3.6), which was paid in two instalments (World Food Programme, 2018). In 
2020, no payments were made due to the closure of schools in response to the COVID-19 
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pandemic, and the subsequent replacement of the grant by the TSA (State Agency on 
Social Protection of Population, 2021).

The TSA was introduced in 2011. Its objectives are to reach those most in need and to 
ensure government is able to manage the social protection programme efficiently. It is an 
unconditional cash transfer programme, and beneficiaries are identified through a PMT 
that targets the poorest 15% of the population. Households receive a quarterly payment 
that was set at TJS464 (USD45.0) per household per year in August 2020, and increased to 
TJS480 (USD42.3) per family per year in January 2021 (State Agency on Social Protection 
of Population, 2021).

Tajikistan also has a contributory social insurance scheme with three payments related to 
childbirth: i. a maternity benefit that is a one-time payment for pregnancy and child delivery, 
ii. a family allowance that is paid out within six months of the birth of the first three children, 
and iii. a childcare benefit that is paid until the child is 18 months old. In the case of the 
family allowance, for the first child born, the payment is equal to three times the minimum 
wage, for the second child, the payment is twice the minimum wage, and for the third child 
the payment is one times the minimum wage (about TJS80 (USD18.2) per month in 2010). 
The allowance is paid at the parent’s work or study place. If the parents are unemployed, 
then the payment is made at departments of social protection.  (Shodmonbekova, 2012). 

2.1.7 Turkmenistan
There is no child grant programme anchored in legislation in the country (ILO, UNICEF, 
2019). Nevertheless, allowances for loss of the breadwinner and the disability pension are 
paid regularly. Turkmenistan also has a one-time monetary grant for orphan children to 
purchase educational supplies. According to MICS, 2019 only 0.5% of children under 18 
currently receive the state allowances for disability.

Turkmenistan has a social insurance (cash benefits) system that was implemented in 
2013. The system covers employed citizens, and there is no minimum qualifying period. 
Under the birth grant, a lump sum of 130% the base amount for calculating state benefits 
is paid for each of the first two children; 250% for the third child, and 500% for the fourth 
child. There is also a childcare allowance, which is 65% of the base amount for calculating 
state benefits, that is paid monthly for children up to the age of 3 years. The base amount 
for calculating state benefits was 266 manat (USD76.0) a month in 2018, and 293 manat 
(USD83.7) a month in 2019 (Social Security Programs throughout the World, 2018).

2.2 CASH-BASED SOCIAL PROTECTION SYSTEMS 
AS SHOCK-RESPONSIVE MECHANISMS

It is being increasingly recognised that child-sensitive social protection systems can play 
a key role in responding to shocks and so contribute to reducing their impact on children 
and families. A shock-responsive social protection system is able to get additional and 
new forms of cash assistance to the most vulnerable families quickly. To ensure quick 
disbursement of funds to the most vulnerable, the government needs to have:
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 ♦ the resources to fund additional and/or new programmes – these funds may come 
from reserves, reprioritisation of existing budgets or borrowing;

 ♦ the decision-making and legal mechanisms in place to amend the budget and 
approve the disbursement of additional and/or new forms of financial assistance 
at short notice and outside of regular annual budget processes;

 ♦ databases on vulnerable families in place that can be used to target the assistance; 
and

 ♦ mechanisms for making payments to the eligible individuals/families.

The importance of each of these elements is illustrated by the following examples of 
how different countries used their cash-based social protection systems to extend state 
support to vulnerable children during the COVID-19 pandemic (UNICEF, 2020a): 

 ♦ Madagascar: The social protection response to COVID-19 focused on the three 
largest cities, with particular attention to urban communities where income was 
severely affected by confinement measures. The emergency cash transfer (100 
000 Ariary or USD26 per payment) reached over 240 000 families by July 2020, 
with an emphasis on cash plus interventions facilitating access to basic services 
for the poorest households, and a priority on water and sanitation.

 ♦ Jordan: UNICEF was able to help the government to swiftly roll out an emergency 
cash assistance programme to families affected by the economic impact of 
COVID-19. In collaboration with the World Bank, UNICEF provided assistance that 
helped the government reach almost 400 000 beneficiaries. 

 ♦ Tajikistan: Prior to the onset of the crisis, UNICEF, in close collaboration with 
the government and other partners, developed a model and standard operating 
procedures for an emergency social protection programme based on the national 
TSA scheme. The development and piloting of the model is part of UNICEF’s 
ongoing emphasis on shock-responsive social protection preparedness, which 
began in 2017 with an assessment of the national social protection system’s 
capacity to respond to crises. Using the TSA database, the Government of 
Tajikistan made a once-off payment of TJS500 (around USD50) to 69 966 families 
with children under 3 to help during the COVID-19 pandemic (UNICEF 2020b). 

 ♦ Sri Lanka: UNICEF Sri Lanka developed recommendations based on the UN 
Framework for the Immediate Socioeconomic Response to COVID-19, which was 
presented to the government. The cash transfer is estimated to have benefitted 
47% of households at first, and was subsequently expanded to reach 66% of 
households. 

 ♦ Guatemala: Prior to COVID-19, UNICEF engaged with the Ministry of Social 
Development to strengthen the social registry and revamp information systems. 
At the onset of the pandemic, UNICEF and the World Bank supported the design 
and implementation of Bono Familia, an unconditional emergency cash transfer 
programme that identifies poor families based on energy consumption. Building 
on this process, and with a concerted effort by government entities, commercial 
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banks and call centres, UNICEF supported the creation of an innovative platform 
to identify, register and pay benefits to affected families. Innovations included 
electronic registrations, token distribution and electronic signatures. More than 
two million poor and vulnerable families are being reached across the country, 
representing 70% of households in Guatemala. It is the largest social programme 
in the country's history in terms of coverage and investment, with a current budget 
of USD780 million.

 ♦ Thailand: In June 2020, the government approved a new range of social protection 
measures to further protect the most vulnerable families. The new cash transfer 
top-up (THB1 000 or USD32 for three months) will cover an estimated eight 
million families, with a total budget of THB23.8 million (USD765 million). UNICEF 
successfully argued that these grants should be provided to all child support grant 
recipients as a result of the negative impacts of COVID-19.

What is common to most of these examples is that most governments used existing social 
protection systems to distribute additional benefits in response to the COVID-19 shock.

Uzbekistan’s COVID-19 response
A presidential decree on July 30, 2020 (N UP-6038) announced the following measures 
of support for people in need of assistance and social protection during the COVID-19 
pandemic:

 ♦ As part of the national movement “Kindness and Support”, one-off assistance to 
over 400 thousand families (more than 1.7 million people) on the temir daftar, a list 
of people in need of material assistance and support developed by the Ministry of 
Support of the Mahalla and Family, through its regional departments. 

 ♦ The government committed to, by the end of December 2020:

 • doubling the number of families that receive the Family Allowance, to bring the 
total number of families receiving this allowance up to 700 000.

 • increasing access to the Child Care Allowance from 330 000 mothers to 400 
000 mothers.

 • providing an additional 11 000 low-income families with financial assistance, 
thereby bringing the total number of families up from 89 000 to 100 000.

 ♦ Extending the payment of the Family Allowance and the Child Care Allowance for 
an additional six months to those families for whom payments expired between 
July and September 2020. 

The same decree announced an increase in the value of social assistance benefits for 
adults, to become effective 1 September 2020. In December 2020, the government 
indicated that more than UZS 1 trillion had been spent providing material assistance to  
800 000 people2. 

2 https://www.un.int/uzbekistan/fr/news/president%E2%80%99s-message-key-messages-and-
conclusions 

https://www.un.int/uzbekistan/fr/news/president%E2%80%99s-message-key-messages-and-conclusions
https://www.un.int/uzbekistan/fr/news/president%E2%80%99s-message-key-messages-and-conclusions


The Investment Case for Reforming the Child Benefits System in Uzbekistan18

The period from when the Government of Uzbekistan imposed restrictions that would have 
economic impacts affecting the most vulnerable and the date when payments reached 
beneficiaries suggests the government does not have decision-making mechanisms that  
allow for quick responses. The above decree was issued on 30 July 2020, just over four 
months after government first locked down in Tashkent, which should have been the time 
at which government recognised that it needed to provide additional social assistance to 
its most vulnerable citizens. This is a significant delay. Furthermore, payments would only 
be expanded a further five months later. So, in total, it was nine months between the first 
lockdown of Tashkent (end of March 2020) and when expansion of most of the benefits for 
children became effective (end of 2020). This is a long delay.

Mahallas are responsible for managing the list of beneficiaries of the child benefits. If a 
system such as the single registry had already been in place at the time, then government 
would have been able to identify and pay beneficiaries much more quickly. However, 
instead, government had to collect information about families that should be on the temir 
daftar before disbursements could be provided.

By establishing a strong, responsive child benefits system with a child database and 
payment mechanisms, Uzbekistan would be putting in place the foundation for a platform 
that can be used to respond to shocks like the COVID-19 pandemic more rapidly. 

2.3 SUMMARY FINDINGS FROM THE 
INTERNATIONAL LITERATURE REVIEW

From the perspective of developing an investment case to reform the child benefits system, 
the following findings from the international literature review are relevant:

 ♦ The case studies show that countries have developed a wide variety of different 
social protection programmes to reach children. The designs of the current 
systems seem to be strongly influenced by:

 • the history of how the social protection systems developed;

 • the fiscal circumstances of the country, and the availability of funds to fund 
social protection programmes for children;

 • the level of priority the government gives to extending social protection to 
children; and

 • advocacy and technical assistance from development partners such as the 
World Bank, ILO, UNDP and UNICEF.

 ♦ The percentage of children different countries target is dependent on the 
availability of funds, and the political priority given to the programmes. It varies 
significantly across countries, but in most instances is fairly low, and directed at 
poor children. Mongolia’s child money programme paid a universal cash transfer 
till July 2016. Now Mongolia too targets poor children.

 ♦ Mongolia’s experience with its child money programme highlights the real 
challenges associated with funding a universal cash transfer, and the risk of 
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lenders, such as the IMF and ADB, using loan conditions to force governments to 
curtail such programmes when faced by difficult fiscal circumstances.

 ♦ In most countries, the programmes use some form of income means test to 
identify eligible families, most often referencing a minimum wage or consumption 
basket. Nepal uses geographic and categorical categories to identify eligible 
families, while Afghanistan uses a combination of geographical, categorical and 
community mechanisms.

 ♦ The cost of the programmes to government varies widely, from 0.3% of GDP in the 
case of Nepal to 1.3% of GDP in Kyrgyzstan. Mongolia’s child money programme, 
targeting 85% of children, costs 1% of GDP.

 ♦ A number of countries also have contributory social protection systems that cover 
better-off families, and which provide allowances linked to the birth of children and 
time-limited childcare allowances. It is not clear whether the presence of these 
schemes impacts on the design of the cash-transfer programmes, but logically 
they should.

 ♦ Uzbekistan did use its current child benefits system as a platform for distributing 
assistance to vulnerable children during the COVID-19 pandemic. However, 
based on the experience of other countries, it is evident that the timeliness of the 
response would have been greatly improved if the government had crisis decision-
making procedures and plans in place, and if there was a centralised database 
of vulnerable families and a bank-based payments system available to quickly 
channel payments.
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3. SITUATION ANALYSIS – 
THE IMPACT OF THE CHILD 
BENEFITS SYSTEM

The situation analysis outlines key demographic trends that highlight the importance of 
investing in children to enable Uzbekistan to realise a demographic dividend from the 
demographic transition that is underway in the country. It then reviews the structure and 
funding of the social protection system with particular reference to the child benefits 
system, and the level of access to child benefits. These sections of the situation analysis 
draw primarily from the following documents:

 ♦ International Labour Organization. 2020. An assessment of the social protection 
system in Uzbekistan. Geneva: International Labour Organization.

 ♦ UNICEF. 2018. Generation 2030 Uzbekistan: Investing in children and young people 
to reap the demographic dividend. Tashkent: UNICEF Uzbekistan.

 ♦ UNICEF. 2019a. Building a Better Future: A child-sensitive social protection system 
for Uzbekistan. Tashkent: UNICEF Uzbekistan. 

 ♦ UNICEF. 2019b. Building a national social protection system fit for Uzbekistan’s 
children and young people. Tashkent: UNICEF Uzbekistan.

The core of the situation analysis is an analysis of the L2CU Survey data that explores the 
impact of the child benefits system at the time the survey was conducted in 2018.

The overall objective of the situation analysis is to highlight why it is necessary to reform 
the child benefits system in Uzbekistan, to develop an investment case for the reforms, and 
to identify factors that should be taken into consideration when designing such reforms.

3.1 CHILD POPULATION 
Since 1992, Uzbekistan has been undergoing a steady demographic transition, with the 
fertility and child mortality rates stabilising at low levels. This has resulted in the youthful 
demographic profile shown in Figure 2, which shows that 32% of the population was 
between 0–17 years old in 2020. The demographic profile is forecast to change over the 
long term, with the child population decreasing to 29% of the population by 2030 and 24% 
by 2050. The elderly population is set to increase from 9% of the population in 2020 to 20% 
by 2050, which has important implications given the country’s extensive old age pension 
system.
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Figure 3 details the population within the specific age groups in 2019. This information 
is important as it gives an indication of the potential reach and magnitude of the child 
benefits system. At the time, there were 3.6 million children aged 0–4 years, which is the 
largest group within the child cohorts. This indicates that a large proportion of the current 
child population will remain potential recipients of child benefits for many years to come. 
The number falls to 3.2 million for those aged 5–9, and 2.8 million for those aged 10–14. 
Many of the children who are currently 10–14 years old are unfortunately likely to miss 
out on the benefits of a reformed child benefits system under options 1 and 3, or to realise 
only a limited benefit, bearing in mind the respective phase-in periods and the fact that any 
reforms will take some time to be passed and implemented (see section 4).

Figure 2 Change in population distribution, 2020–2050

Figure 3 Population distribution, 2019

Source: UNICEF, 2019a.

Source: UNICEF, 2019a.
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Figure 4 presents the historical and projected child- and old age-dependency ratios. 
In general, the dependency ratios are forecast to fall until 2030, before levelling off until 
approximately 2050.

The trends in the above figure show that the share of the working-age population is set 
to expand over the medium-term, whereas the number of old age and child dependents 
remains moderately low. The trend post-2048 is for steadily increasing dependency ratios 
as people live longer and the then-current working-age population begins to age. This 
suggests that Uzbekistan is in an early population transition stage, characterised by a 
lower child-dependency ratio and a higher proportion of the population being of working 
age. This situation offers the country the opportunity to leverage investments in children 
to realise a demographic dividend, and is favourable for economic growth as the working-
age population supports fewer dependents and therefore has relatively more disposable 
income for growth-inducing consumption, production and investment. Should the 
country fail to adequately invest in the human capital of children during this window, then 
proportionally fewer (and relatively less productive) workers will be available to support an 
ageing population from 2048 onwards. There are many examples of countries, particularly 
the “Asian Tigers” in East Asia, successfully harnessing similar population transitions 
by investing heavily in building human capital, resulting in a demographic dividend that 
supported higher levels of economic growth. However, to realise this demographic dividend, 
the government needs to invest in children to ensure that the future workforce is healthy 
and equipped with the necessary skills to become a productive workforce that can build 
the economy. 

Families tend to be relatively large in Uzbekistan, and households often comprise multiple 
generations, with approximately one third of children living in a household with seven or 
more members (UNICEF, 2019). Figure 5 disaggregates households according to the 
number of child members. 

Figure 4 Dependency ratios, 1950–2100

Source: UNICEF, 2019a.
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Figure 6 below disaggregates households with children by income quartile as per the 
current child benefit age categories. This shows that up to 79.4% of children live in 
households in the poorest three quartiles, and are therefore eligible for the proposed child 
benefits.

Figure 5 Households with children, 2019

Figure 6 Households with children per income group, 2019

Source: State Committee on Statistics, 2019.

Source: L2CU survey.
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Given these high numbers of children and the fact that the child benefit targeting excludes 
children in quartile 4 (the most affluent households), a high proportion of the child 
population falls within the targeted beneficiary groups of the proposed child benefit options:

 ♦ 77.7% of children under two; and 

 ♦ 79.4% of children aged 2–14.

At 75% of the child population, the reach of the child benefits system would be extensive in 
relation to the incidence of child poverty. Figure 7 presents the percentage of children who 
are living below the three main poverty lines: 50% of the median income; minimum wage; 
and USD1.9 per day. The 1.7% and 2.6% of children living below the 50% of the median 
income and minimum wage, respectively, can be considered to be living in extremely 
vulnerable circumstances. 

Figure 7 Children living in poor households relative to poverty lines

Source: L2CU survey.
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3.2 SOCIAL PROTECTION SYSTEM
The social protection system that Uzbekistan inherited from the Soviet period was based 
on, among other principles, the principle of universal childcare. However, the child benefits 
system has evolved, due largely to a chronic lack of funding, to reflect a targeted approach. 

There is currently a variety of child-focused programmes in Uzbekistan:

 ♦ Transfers

 • The Childcare Allowance for families with children up to 2 years old

 • Allowance for children aged up to 14 years old

 • Disability Allowance
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 ♦ Home-based care services for children with disabilities

 • Foster care

 ♦ Residential care for children without parental care and for children with disabilities

 ♦ In-kind support

 • Free school textbooks

 • Winter clothes

 • Kindergarten subsidies.

The first three transfers make up the child benefits system. The Childcare and Family 
allowances are targeted at households living in poverty. Each household can only receive 
one of these allowances at any point in time. In contrast, the Child Disability Benefit is given 
to all children classified as disabled during the disability assessment process. The duration 
of receipt of the allowance is 12 months for the Childcare Allowance and 6 months for 
the Family Allowance. These duration periods can be curtailed whenever eligibility criteria 
are not met. The same regulation allows for reapplication for these allowances, but only 
beneficiaries of the Childcare Allowance can reapply before the current entitlement expires. 
This means families that are eligible for the Family Allowance will experience a period 
when they do not receive the benefit every six months while they reapply, and while the 
application is being processed.

Uzbekistan invested approximately 6.9% of GDP into social protection in 2018, which 
makes it one of the highest investors in social protection across middle-income countries 
(UNICEF, 2019a). These social protection expenditures have had a profound impact on 
poverty levels, reducing the poverty rate by 39% and decreasing the Gini coefficient from 
0.524 to 0.445 (UNICEF, 2019a). However, these reductions are largely due to the old age 
pension, which comprises by far the largest portion of the social protection budget. 

Table 1 Child-focused transfers at the end of 2020

Benefit Target population Eligibility Value per month  (2020) Uptake  (2020)

Childcare 
allowance

Non-working 
mothers with a 
child < 2 years

Household per 
capita  verage 
income less than 
52.7% Of the 
minimum wage

UZS 434 000 per family for 
12 months 

422 108 Children in 
422 108 out of  
1 267 582 households 
with children

Family 
allowance

Families with 
children 2–14 
years

Household per 
capita average 
income less than 
52.7% Of the 
minimum wage

Families with 1 child: UZS 
131 000 / Families with 2 
children: UZS 217 000 /  
Families with 3 or more 
children: UZS 304 000 for 6 
months

1 328 482 children in 
574 322 out of  
1 267 582 households 
with children 

Child 
Disability 
Benefit

Children with 
disabilities < 15 
years

All children 
classified as 
disabled

UZS 513 350

Source: Ministry of Finance and UNICEF
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Figure 8 Disaggregation of the social protection budget, 2018

Source: UNICEF, 2019.

Figure 8 shows that child benefits comprised only 11.5% of the social protection budget in 
2018, which is only 0.8% of GDP. This makes child benefits a relatively minor component of 
the social protection budget despite the relative size and importance of the child cohort. It 
also means that Uzbekistan’s social assistance spending on children is below the regional 
average, for Europe and Central Asia, of 2.2% of GDP in 2018 (World Bank, 2018). The social 
protection system is therefore in need of reform to provide better direct support to children.
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3.3 ACCESS TO SOCIAL PROTECTION BENEFITS
Figure 9 shows that 23% of the population received direct social protection benefits in 
2018. However, as previously noted, there are large differences in coverage across the 
lifecycle, with an emphasis on the old age benefits. Amongst the 0–4 age cohort, 19.9% of 
children received a Child and Family Allowance in 2018. The proportion of Child and Family 
Allowance recipients is 16.2% for the 5–9 age cohort, 13.6% for the 10–14 age cohort, and 
5.7% for the 15–19 age cohort. The relatively low child benefit access rates need to be 
viewed against the high proportion of children living in poor households noted above, and 
compared to 88% of people above retirement age accessing an old age benefit. 

Due to the relatively low coverage rates of the child benefits, other social insurance 
programmes – notably the old age pension – are the main contributors to poverty 
reduction among children. This is problematic as it goes beyond the primary purpose of 
the old age pension, which is to provide income replacement and consumption support to 
older persons. 

As noted previously, in general, the social protection system has had a significant 
ameliorating effect on poverty and inequality. 
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Figure 9 Percentage of the population receiving a social protection allowance, 2018

Figure 10. Percentage of children living in households receiving child benefits, 2018
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Source: UNICEF, 2019.

According to Figure 10, 17% of children aged 0–17 years lived in a household receiving 
a child benefits in 2018. The highest coverage is among children under two, with 19.3%, 
27.1%, and 6.4% of children aged 0, 1 and 2 respectively receiving a Childcare Allowance. 
Although the Childcare Allowance is targeted at non-working mothers with a child under 
two, there were a significant number of recipient children over two. As expected, the Family 
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Figure 11.  Number of households in receipt of Childcare  
 and Family allowances, 2006–2018

Allowance reflects the opposite trend, covering fewer children under two but a greater 
number aged 2–17. However, the Family Allowance only reaches 10% of children aged 
2–14 – the specified target group. Hence, there is a significant coverage gap across all 
ages. Coverage rates also vary across the country, but are roughly in line with differences in 
regional poverty rates (UNICEF, 2019).

Several reasons help to explain the constrained access to and impact of the child benefits 
system. Firstly, the coverage rates for both the Childcare and Family allowances have 
been negatively affected by the reduced levels of funding over the past two decades 
(UNICEF, 2019). Funding of child benefits fell from 1.6% of GDP in 2000 to 1.2% of GDP in 
2011, and to 0.4% of GDP in 2018. This trend has reduced the available budget for child 
benefits, significantly reducing the number of recipients as well as the period over which 
the government can support specific recipients. In fact, Figure 11 indicates that since 
2006, there has been a 70% reduction in the number of households that receive a Family 
Allowance. Similarly, since 2009 there has a been 60% decline in the number of households 
that receive a Childcare Allowance. Although there was a small increase in the coverage 
of the Family Allowance in 2018, the coverage rates for child benefits remain historically 
low. The result is problematic, with UNICEF (2019) noting that approximately 67% and 88% 
of low-income, eligible families are unable to access the Childcare and Family allowances, 
respectively.

Source: UNICEF, 2019.
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Secondly, the evidence presented by UNICEF indicates severe issues even amongst the 
recipient groups. Recipients of the Childcare and Family allowances have only been able 
to access these benefits for very limited periods as mahallas were forced to ration the 
insufficient funding across the high number of eligible families. The average allocation 
period is therefore 6.7 months for the Childcare Allowance and 4.7 months for the Family 
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Allowance. This forced rationing reduces the effectiveness of child benefits as families are 
unable to regularly access predictable transfers over long periods. 

While there were certain benefits to the mahalla system of delivery, such as its community 
knowledge and agility to react to the changing circumstances of households, these were 
often negated by the system’s regulations and chronic shortage of staff (social workers) 
and financial resources. The Ministry of Finance introduced a single registry process in 
2019 to replace the mahalla system and thereby avoid many of the problems experienced. 
However, a single registry will not solve the problems associated with the lack of funding 
for child benefits in the budget. 

Thirdly, it is problematic to withdraw child benefits at 14 years of age, as it leaves some 
15–17-year-old children in a vulnerable situation. Many children in Uzbekistan face 
pressure at this age to leave school to earn an income, given the relatively high levels 
of household poverty. The decision to leave school early undermines human capital 
development amongst these children. Girls face the extra risks of early marriage and 
unwanted pregnancies. UNICEF (2019) therefore argues that it is important to continue 
to support income security for families with children aged 15–17 to dissuade them from 
allowing their children to drop out of school or marry early.  

Fourthly, there are challenges related to the poverty-targeting of child benefits. Both the 
Childcare and Family allowances are supposed to target families living in poverty, with the 
eligibility criteria being that recipients should live on less than the equivalent of 1.5 times 
the value of the minimum wage across each person in the family. Despite about half of 
households with children nationally being eligible for the schemes, only a small proportion 
are selected, and there are instances where non-eligible wealthier families receive the 
allowances. UNICEF (2019) explains that the challenges relate to the high levels of 
unemployment and poverty, which make it difficult to accurately identify incomes and to 
differentiate between households. Family incomes can also vary significantly over short 
periods, which complicates the targeting process. UNICEF’s findings indicate that, in 2018, 
about 75% of eligible low-income families did not access child benefits.

The national social protection system therefore requires reform to maximise value for 
money and ensure that many of those in need, who are currently excluded, can access it. 
The ILO (2020) advised that the coverage of child benefits should expand in line with the 
recommendation for Uzbekistan by the UN Committee on the Rights of the Child. Given 
that the country is in the early demographic transition stage, failure to invest in child 
benefits would result in lower levels of human capital formation, thereby foregoing many of 
the potential benefits associated with a demographic dividend (UNICEF, 2018). 
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3.4 THE L2CU SURVEY OF UZBEKISTAN’S  
NATIONAL SOCIAL PROTECTION SYSTEM

The L2CU Survey was conducted by the World Bank and UNICEF in 2018. It is a nationally 
representative household survey designed specifically to analyse the effectiveness of 
Uzbekistan’s national social protection system, while also permitting a situation analysis of 
the national population. 

The survey covered 4 500 households and 21 026 individuals. Table 2 below shows the 
distribution of children less than two years old and children aged 2–14, which are the 
respective age cohorts for the Childcare and Family allowances. The children in these 
age cohorts are disaggregated according to those who received the Childcare and 
Family allowances, which represents the treatment group, and those who did not, which 
represents the control group. For the Childcare Allowance, the treatment group covers 
226 beneficiaries, while the control group covers 1 291 non-beneficiaries. For the Family 
Allowance, the treatment group covers 405 beneficiaries while the control group covers  
4 419 non-beneficiaries. Note that, in the remainder of the report, the treatment groups are 
referred to as “recipients”, and the control groups as “non-recipients”.

Table 2. L2CU sample disaggregated by recipients and non-recipients of child benefits

Analysis groups
Quartile

1 2 3 4 TOTAL

Childcare Allowance 
Group 

(children < 2)

Recipients 76 112 33 5 226

Non-recipients 308 336 314 333 1 291

Total 384 448 347 338 1 517

Childcare Allowance 
Group 

(children 2-14)

Recipients 76 112 33 5 226

Non-recipients 308 336 314 333 1 291

Total 384 448 347 338 1 517

Source: L2CU Survey

The respective income bands for the quartiles and their relation to key poverty lines are 
presented in Figure 12. Households earning between UZS 0 and UZS 600 000 per month 
fall into quartile 1. Some of these households fall below 50% of the median income as 
well as the minimum wage, whereas almost the entire quartile falls below USD 1.9 per 
day. Households in quartile 2 earn between UZS 600 001 and UZS 1 050 000 per month,  
and are above the measures of the poverty lines. Households in quartile 3 earn between 
UZS 1 050 001 and UZS 2 000 000 per month. All households that earn above UZS 2 000 000 
fall in quartile 4. 
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Children under two in the recipient and non-recipient groups are disaggregated in  
Figure 13 according to household income. Household income was disaggregated into 
quartiles to reflect the proposed targeting strategy that the richest 25% of households 
should be excluded from accessing child benefits. The results reveal that Childcare 
Allowance recipients were spread across all income groups, with 2.2% of recipients in 
the richest quartile. Given the supposed poverty-targeting criteria, it is interesting to note 
the wide distribution of the Childcare Allowance across the income groups. However, the 
majority of beneficiaries did fall within the two poorest income quartiles, with 33.6% in 
quartile 1 and 49.6% in quartile 2. 

Figure 12. Quartile income bands and poverty lines

Figure 13. L2CU samples of children under two

Source: L2CU Survey

Source: L2CU Survey
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Children aged 2–14 in the recipient and non-recipient groups are disaggregated in  
Figure 14 according to household income. The results reveal that the Family Allowance 
recipients were similarly spread across all income groups, with 5.8% of recipients in the 
richest quartile. Again, this spread of recipients across income categories seems to run 
counter to the supposed poverty-targeting criteria. The majority of beneficiaries were at 
least concentrated within the two poorest income quartiles, with 35.3% in quartile 1 and 
42.7% in quartile 2. 

Figure 14. L2CU sample of children aged 2–14

Source: L2CU Survey.

With reference to all the child benefit recipients, the highest proportion of recipients were in 
quartile 2 at 45.2%, with 34.7% in quartile 1, 17.3% in quartile 3, and 2.9% in quartile 4. The 
fact that some recipients are within quartile 4 is contrary to the poverty-targeting objective 
of the child benefits system. Most recipients are in quartile 2, and a lower proportion in 
quartile 3. This means that a large proportion of children in the poorest households in 
quartile 1 do not receive child benefits, which instead go to children in relatively wealthier 
households. This leaves the most vulnerable children without assistance, and undermines 
the potential impacts of the child benefits system by allocating the cash transfers to 
households where the benefit makes a relatively smaller contribution.

Given these discrepancies between the legislated eligibility criteria and the actual 
allocations, it is important to note that, in October 2019, the Ministry of Finance piloted a 
single registry to simplify, coordinate and increase the transparency of the administration 
of the poverty-targeted childcare benefits (ILO, 2020). This is a key development in the 
context of this assignment. 
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3.4.1 Income effect of the current child benefits system
The relative income effect of the child benefits system is an important measure. Firstly, 
it provides an indication of the expected impact that the child benefits may have for each 
income quartile. Secondly, it offers useful information for deciding how to optimally target 
the allowance and for assessing impact.

Figure 15 indicates the size of the Childcare Allowance allocation relative to the mean 
annual household income within the quartiles in 2018. Households in quartile 1 receive a 
significant increase in their income, with the Childcare Allowance almost doubling (99.2%) 
the mean income for this quartile. As can be seen, this relative impact falls for each 
progressively richer quartile. 
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Figure 15  Relative impact of the Childcare Allowance on mean annual household  
 income (2018)

Source: L2CU Survey

Figure 16 similarly presents the size of the Family Allowance allocations relative to the 
mean annual household income within the quartiles in 2018. Households in quartile 1 with 
one child receive an additional 29.8% of their mean income for this quartile, which is a 
significant increase in their income. Households in quartile 1 that have two or more children 
receive an extra 24.8% of the mean income for this quartile from the Family Allowance, 
which too is a significant improvement in income. While Family Allowances still make a 
noticeable contribution to improving the income levels of quartile 2 and 3 households, the 
impact is significantly less relative to the impact they have on the incomes of households 
in quartile 1.
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The analyses in Figure 15 and Figure 16 reflect the relative impact of the child benefits as 
designed in policy on mean annual household income. However, as noted above, the annual 
value of the actual benefit payments to households has in the past been substantially lower 
than specified in policy due to rationing necessitated by the lack of funds.

3.4.2 Impact of child benefits on household consumption expenditure
By design, the child benefits are intended to supplement household incomes, enabling 
them to raise their level of consumption expenditure in ways that will benefit children. 
Here we analyse the consumption expenditure data gathered by the L2CU Survey to 
ascertain whether households receiving the child benefits (the recipients) reflect different 
consumption patterns to households not receiving any child benefits (the non-recipients). 
The analysis looks specifically at differences in education and healthcare consumption 
expenditure between the two groups to determine whether the current child benefits 
system is resulting in higher household expenditures in these areas, thereby helping to 
improve future productivity-related outcomes. 

3.4.2.1 Household consumption expenditure on education
Figure 17 shows household expenditure on school uniforms. The recipient households in 
quartile 1 spent 16.0% more on school uniforms relative to the non-recipient households. In 
fact, recipient households were able to spend in line with the quartile 2 and 3 households. 
However, the quartile 2 and 3 recipient households spent less on school uniforms relative to 
the respective non-recipient households. It does seem that the child benefits have enabled 
households across the quartiles to at least purchase the basic requirements in terms of 
school uniforms.

Figure 16   Relative impact of the Family Allowance on mean annual household  
 income (2018)

Source: L2CU Survey
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Figure 18 shows household expenditure on school textbooks. Here child benefits have had 
a significant impact across all quartiles. Relative to non-recipient households, quartile 1, 
2, and 3 recipient households spent 16.6%, 38.4%, and 57.6% more respectively on school 
textbooks. That is a marked improvement in terms of the availability of learning aids, 
which may translate into enhanced learning outcomes (and future productivity) once these 
children progress through the education system.

Figure 17   Mean household expenditure on school uniforms

Figure 18   Mean household expenditure on school textbooks

Source: L2CU Survey

Source: L2CU Survey
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Figure 19 shows household expenditure on education supplies, which includes items such 
as bags, pens, paper and other stationery. The recipient and non-recipient households in 
quartile 1 spent similar amounts on education supplies. However, the recipient households 
in quartiles 2 and 3 spent less than the non-recipient households. In fact, the recipient 
households in quartiles 2 and 3 spent less than quartile 1 households.
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Figure 19   Mean household expenditure on education supplies 

Figure 20   Mean household expenditure on medical travel for children < 2 years

Source: L2CU Survey

Source: L2CU Survey
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3.4.2.2 Household consumption expenditure on health care
Unlike education (where only recipients of the Family Allowance were analysed) it is 
necessary to disaggregate the analysis by both the Childcare and the Family allowances. 

Figure 20 shows household expenditure on medical travel for healthcare visits for children 
under two. Here, the Childcare Allowance has had an impact, with recipient households 
in quartiles 1 and 2 spending more on medical travel than the non-recipient households. 
Quartile 3 households were not analysed due to an insufficient number of recipient 
households reporting for this variable.
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Figure 21 shows household expenditure on medical travel for healthcare visits for children 
older than 2 years old. Focusing on quartile 1, where there was a larger sample, it is evident 
that the recipient households spent less on medical travel than non-recipient households. 

Figure 22 shows household expenditure on medical expenses for children under two. There 
are large variations across both groups and quartiles. The main finding is that the recipient 
households spent less on medical expenses than the non-recipient households.

Figure 22   Mean household medical expenditure for children < 2 years

Figure 21   Mean household expenditure on medical travel for children > 2 years

Source: L2CU Survey

Source: L2CU Survey

7 200
13 107

15 625

74 85080 000

70 000

60 000

50 000

40 000

30 000

20 000

10 000

0

S
o

m

Quartile 2Quartile 1

Recipients Non-

Recipients

Recipients Non-

Recipients

2 105

14 906 14 800

48 560

6 000

19 777

60 000

50 000

40 000

30 000

20 000

10 000

0

S
o

m

Quartile 3Quartile 2Quartile 1

Recipients Non-

Recipients

Recipients Non-

Recipients

Recipients Non-

Recipients



The Investment Case for Reforming the Child Benefits System in Uzbekistan38

Figure 23   Mean household medical expenditure for children > 2 years

Figure 24   Mean household expenditure on medicines for children < 2 years

Source: L2CU Survey

Source: L2CU Survey

Figure 24 shows household expenditure on medicines for children under two. Only 
in quartile 3 did recipient households spend more on medication than non-recipient 
households. For quartiles 1 and 2, non-recipient households spent 86.8% and 26.2% more 
respectively.

Figure 23 shows household medical expenditure for children older than two. The analysis 
was restricted to quartiles 1 and 2 due the sample sizes. Similar to the results for children 
under two, the main finding is that the recipient households spent less on medical 
treatment than the non-recipient households.

5 000

26 705

39 375

128 200140 000

120 000

100 000

80 000

60 000

40 000

20 000

0

S
o

m

Quartile 2Quartile 1

Recipients Non-

Recipients

Recipients Non-

Recipients

200 000

180 000

160 000

140 000

120 000

100 000

80 000

60 000

40 000

20 000

0

S
o

m

Quartile 3Quartile 2Quartile 1

Recipients

98 812

184 555

Non-

Recipients

Recipients Non-

Recipients

Recipients Non-

Recipients

97 640

123 250

150 000

79 894



3. Situation Analysis – the Impact of the Child Benefits System 39

Finally, Figure 25 shows household expenditure on medicine for children older than 2 years. 
Again, there is no clear trend in terms of the impact of the Family Allowance. For quartile 1, 
recipient households spent less on medicines than non-recipient households. This trend 
is reversed for quartile 2, but outliers in the data largely drive the high mean household 
expenditure for the recipient group. As such, the child benefits do not appear to have 
enabled households with children older than 2 years to spend more on medications.

Figure 25   Mean household expenditure on medicines for children > 2 years

Source: L2CU Survey

3.4.2.3 Household consumption expenditure on food
We also reviewed the L2CU Survey data to establish the impact of child benefits on 
household consumption expenditure on food items. 

Figure 26 presents the mean household expenditure on food disaggregated by the 
Childcare Allowance recipient and non-recipient households. Interestingly, on average, the 
recipient households did not spend more on food items than the non-recipient households. 
The outcomes are within 10% for quartiles 2 and 3. However, the recipient households in 
quartile 1 spent notably less than the non-recipient households. The Childcare Allowance 
therefore does not make a clear impact on household food consumption patterns.
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Figure 27 shows the mean household expenditure on food disaggregated by the Family 
Allowance recipient and non-recipient households. Similar to the Childcare Allowance, 
the Family Allowance does not seem to have raised the food consumption of recipient 
households relative to non-recipient households. In fact, across all quartiles, the recipient 
households spent less on food than the non-recipient households.

Figure 26   Mean household expenditure on food – Childcare Allowance

Figure 27   Mean household expenditure on food – Family Allowance

Source: L2CU Survey

Source: L2CU Survey
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3.4.3 Coverage of out-of-pocket education and healthcare  
 expenditures
As noted above, by providing cash, the child benefits aim to help families defray the costs 
of education and equip children with important rudimentary school supplies. However, to 
make a difference, the value of the child benefits need to be high enough to at least cover 
the cost of households’ out-of-pocket expenditures on education. 

Figure 28 show that the annual value of the Family Allowance more than covers 
households’ mean annual out-of-pocket education expenditures per child for quartiles 
1, 2 and 3. However, this finding assumes timely approval of households’ reapplications 
for the benefit once they expire. This has rarely been the case in the past, due to funding 
constraints. Where households only receive the Family Allowance for six months in a year, 
their out-of-pocket education expenses exceed the value of the Family Allowance.

Figure 28   Mean annual out-of-pocket education expenses per child aged 2–14 years  
  Family Allowance

Source: L2CU Survey

In Figure 29 the monthly value of the Childcare Allowance is compared to the mean out-
of-pocket medical costs per month with children under two. These out-of-pocket costs 
include travel, treatment and medicine costs.
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The monthly Childcare Allowance covers the mean monthly medical costs incurred 
by children in quartiles 2 and 3, with the respective costs only reaching 79% and 83% of 
the allowance. However, for children in quartile 1, it is just less than the out-of-pocket 
expenses for a medical visit. This means that for quartile 1 households, the full monthly 
allocation would be absorbed by the cost of a single medical visit in months where medical 
assistance is required. If households require more than just one medical visit in a month, 
or if a portion of the Childcare Allowance has been allocated to other expenses, such as 
consumption goods, then household will need to use savings to access medical assistance. 
If households have no savings, then they are likely to forego the medical visit.

Figure 30 compares the monthly Family Allowance for households with one child and two 
or more children to the mean out-of-pocket costs incurred per medical visit by households 
for children 2–14 years old. This figure shows that the monthly Family Allowance is well 
below the mean out-of-pocket cost per healthcare visit across all income quartiles. While 
this is generally problematic, it is especially problematic for the households in quartile 1, 
who likely have minimal alternative resources to cover the shortfall. Again, this means that 
households may be forced to forego medical visits for children. Compared to the monthly 
Family Allowance allocation for one child, which is higher per child than for households 
with 2 or more children, the out-of-pocket medical expenses per visit are 2.3, 2.5 and 1.8 
times higher than the Allowance for quartiles 1, 2 and 3 respectively.

Figure 29 Monthly out-of-pocket healthcare expenses for children under two relative  
 to the Childcare Allowance

Source: L2CU Survey
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The child benefits should not be considered in relation to just the out-of-pocket education 
or health-related costs, but rather in relation to the combination of child-related expenditure 
needs faced by households. As such, Figure 31 compares the annual Family Allowance 
with mean out-of-pocket costs that households incur per child 2–14 years old per annum 
for schooling and two medical visits per year (which serves as a reference point).

Figure 30  Monthly out-of-pocket expenses for healthcare visits per child  
 for children 2–14 years relative to the Family Allowance

Figure 31  Mean annual out-of-pocket education expenditures per child plus the cost of 
 two healthcare visits for children 2–14 years relative to the Family Allowance

Source: L2CU Survey

Source: L2CU Survey
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The Family Allowance given for 12 months for one child just covers these combined out-
of-pocket expenses. This means that households with minimal other income, which is 
most households in quartile 1, face a difficult trade-off if they need to divert a portion of the 
child benefit to consumption expenditure, or their children require more than two medical 
visits per year.

3.4.4 Impact of child benefits on access to education
Studies show that children who attend preschool typically perform better at secondary 
education level than children who did not receive early childhood education (ILO, 2020). 
Hence, children not attending preschool face a significant learning disadvantage. Education 
is identified in the National Development Strategy as one of the key strategies to transform 
society and boost the economy. The National Development Strategy and Education Sector 
Reform Strategy set ambitious goals at all levels of the education system, in conjunction 
with the guarantee in the Constitution of free and compulsory General Secondary 
Education. The Law on Preschool Education of 2019 now also provides a legal framework 
for one-year compulsory pre-primary education as from 2021.

Children are eligible for fully subsidised placement in a state preschool facility once their 
low-income status, classified as a monthly per capita household income of less than 1.5 
times the minimum monthly wage, is confirmed by the mahalla. Public preschools reserve 
up to 15% of their capacity for children eligible under this scheme. If both parents suffer 
from a Category I or Category II disability, the application is given priority as are those for 
homes with the lowest per capita income level. In addition, subsidised placements are 
reserved for 15% of the capacity of privately run preschools, depending on the type of 
public-private partnership (ILO, 2020). Since there is no ceiling for student numbers or fees 
for privately run preschools, the subsidy partially covers the monthly fee at the rate for a 
state preschool with parents required to pay the balance.

Figure 32 indicates that there are significant challenges in achieving the preschool 
objectives. One of these challenges is the relatively low number of young children accessing 
preschool education (UNICEF, 2019). In 2020, only 49% of children aged 3–6 years were 
enrolled in a preschool (Ministry of Finance, 2020). Moreover, there were notable regional 
disparities, with access to preschool ranging from 22% in Samarkand to 50% in Namangan 
in 2018. In terms of targeting, children from the poorest households are 1.4 times less likely 
to benefit from preschool education compared to those from the most affluent households 
(UNICEF, 2019). 
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Figure 33 shows the impact of child benefits on preschool enrolment in 2018. On average, 
24.4% of children from recipient households go to preschool compared to 27% of non-
recipient children. However, when you look at the individual quartiles, the figure shows that 
more recipient children from quartiles 1 and 2 go to preschool compared to non-recipient 
households, while for quartile 3, it is the other way round.

Figure 32  Percentage of children 3–6 years old enrolled in preschool by region, 2018

Figure 33  Impact of child benefits on pre-school enrolment, 2018

Source: L2CU Survey

Source: L2CU Survey
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Improvements have been made towards ensuring higher levels of access to basic 
education. Starting at age 7, there are eleven years of free, compulsory primary and 
secondary schooling, comprised of four grades of primary education and five grades of 
secondary general education. 

Figure 34 illustrates the share of children enrolled in school per grade. Overall, there 
was almost universal access to school for children aged 7–15 years during the 2017/18 
academic school year. Importantly, there were also no gender disparities, with boys and 
girls equally likely to be enrolled.

Figure 34  Percentage of children enrolled in an educational institution, 2018

Source: L2CU Survey

Figure 35 illustrates the impact child benefits have had on school enrolment across the 
income quartiles. On average, enrolment rates are high. There are marginal differences 
between the recipient (93.8%) and non-recipient (95.5%) groups. Amongst children 
in quartile 1, the enrolment rate was 0.6% higher amongst recipients compared to non-
recipients. This difference was reversed amongst children in quartiles 2 and 3, with the 
respective enrolment rates 1.2% and 5.7% higher for non-recipients.
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Overall, the analysis of the impact of the child benefits on education suggests that they 
have made a small, but noticeable impact on the enrolment rates in preschool for children 
in poor households. However, this impact falls away once children progress through the 
education system, with similar school enrolment rates among 7 to 14-year-olds for 
recipients and non-recipients. 

3.4.5 Impact of child benefits on access to health care
Figure 36 indicates the impact the Childcare Allowance has had on the ability of families 
to access medical help for children under two across the income quartiles. For these 
children, it is important to receive medical help whenever required, as well as check-ups to 
monitor development progress (CDC, 2021). Higher rates of medical assistance are thus 
not necessarily an indicator of poor health, but rather reflect the ability of families to access 
care for their children. On average, children who receive child benefits are more likely to 
have received medical help, with 18.1% of recipients and 11.5% of non-recipients receiving 
medical help in the last 30 days. The difference between the recipient and non-recipient 
groups is most noticeable in quartiles 2 and 3, where 9.8% and 11.6% more children in the 
recipient groups received medical help, respectively. The outcome for children in quartile 
1 was, with 15.8% and 16.2% of children in the recipient and non-recipient groups having 
received medical help, respectively.

Similarly, Figure 37 indicates the impact of the Family Allowances on the ability of families 
to access medical help for children aged 2–14 years. Again, for children in quartile 1, 
the proportion who received medical help was 3.0% higher among non-recipients than 
recipients. The 3.5% rate among quartile 1 Family Allowance recipients is markedly lower 
than the average of 5.4% for recipients and 5.1% for non-recipients. As with the recipients 

Figure 35  Impact of child benefits on school enrolment among children 7–14 years,  
 2018

Source: L2CU Survey
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of the Childcare Allowances, the highest rate is 8.7% for quartile 2 recipients. Overall, there 
is only a marginal difference in average medical care received between the recipient (5.4%) 
and non-recipient (5.1%) groups.

Figure 36  Childcare Allowance and access to medical help for children under two, 2018

Figure 37  Family Allowance and access to medical help for children 2-14 years, 2018

Source: L2CU Survey

Source: L2CU Survey

25%

20%

15%

10%

5%

0%

18.1%

11.5%

%
 o

f 
re

c
ip

ie
n

t/
n

o
n

-r
e

c
ip

ie
n

t 
g

ro
u

p
s

Non-recipients
average

Quartile 3Quartile 2Quartile 1

Recipients Non-recipients Recipients
average

15.8% 16.2%

20.5%

10.7%

18.2%

7.6%

10%

9%

8%

7%

6%

5%

4%

3%

2%

1%

0%

%
 o

f 
re

c
ip

ie
n

t/
n

o
n

-r
e

c
ip

ie
n

t 
g

ro
u

p
s

Non-recipients
average

Quartile 3Quartile 2Quartile 1

Recipients Non-recipients Recipients
average

3.5%

6.5%

8.7%

5.2%

2.6%

5.2%

5.4%

5.1%



3. Situation Analysis – the Impact of the Child Benefits System 49

As with education, the more pronounced health impacts of the child benefits seem to 
be amongst children under two. Interestingly, the most noticeable impacts of both the 
Childcare Allowance and the Family Allowance were in quartile 2, reflected by the relatively 
large spikes in healthcare access.

3.5 SUMMARY FINDINGS OF THE SITUATION 
ANALYSIS

From the perspective of developing an investment case to reform the child benefits system, 
the following findings from the situation analysis are relevant:

 ♦ Uzbekistan has reached the early demographic transition stage. Consequently, 
there is a limited window to invest in human capital so as to leverage the 
demographic transition to deliver a demographic dividend, with dependency ratios 
set to rise from 2048.

 ♦ The high proportion of total households (75.1%) with at least one child member 
signals a high demand for child benefits.

 ♦ 77.7% of children under two, and 79.4% of children aged 2–14 years, live in 
households in the poorest three quartiles, which are the proposed beneficiary 
groups of the child benefit reform options.

 ♦ The social protection system represents a large portion of public expenditure, but 
the system is dominated by the old age pension, with child benefits comprising a 
relatively small amount. 

 ♦ Given the lack of direct financial support for children, many multi-generational 
households redirect a portion of their old age pensions to support children – which 
is not its purpose.

 ♦ Due to severe funding constraints, there is a significant coverage gap of child 
benefits across children of all ages.

 ♦ By 2018, rationing of the child benefits due to insufficient budgets had reduced 
the average allocation period to 6.7 months for the Childcare Allowance and 4.7 
months for the Family Allowance, which are lower than the respective legislated 
allocation periods of 12 and 6 months respectively.

The following findings from the analysis of the L2CU Survey data need to be taken into 
consideration when putting forward ideas for reforming the child benefits system:

 ♦ The value of the current child benefits makes them a potentially significant stream 
of income for households in quartiles 1 and 2, with this contribution falling for 
households in quartile 3. However, the child benefits contribution to alleviating 
poverty depends on whether households are able to access them, which has been 
constrained in recent years by limited budgets.



The Investment Case for Reforming the Child Benefits System in Uzbekistan50

 ♦ A key objective of the child benefits system is to reduce poverty. Despite this, in 
2018, 86.9% of the children in quartile 1 households did not receive child benefits, 
yet child benefits were paid to relatively wealthier households – mostly in quartile 
2, but also households in quartiles 3 and 4.

 ♦ Children in recipient households have a higher level of enrolment in preschools 
compared to non-recipient households.

 ♦ Given the already high rates of primary and secondary school enrolment due to 
education being free and compulsory, the current child benefits do not appear to 
have an obvious impact on school enrolment rates among children aged 7–14.

 ♦ Recipient households with children under two were more likely to have sought 
medical help for the children than non-recipient households. 

 ♦ There is only a marginal difference in medical care received by children aged 2–14 
between the recipient and non-recipient households.

 ♦ The impact of the current child benefits might be constrained because the current 
value of the child benefits is insufficient to cover poor households’ out-of-pocket 
expenditure on education and health, as well as make a meaningful contribution to 
consumption expenditure. Therefore, poor households continue to have to make 
difficult trade-offs.
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4. OPTIONS FOR REFORMING 
THE CHILD BENEFITS 
SYSTEM IN UZBEKISTAN

The preceding situation analysis highlights the need to reform the child benefits system in 
Uzbekistan. In the remaining sections of this paper, which seek to develop an investment 
case for such a reform, the following options for reforming the child benefits are evaluated:

 ♦ Option 1 begins with children aged 0–3 and would reach children aged 0–13 by 
2030 and 0–17 by 2034. In line with the current child benefits system, it would 
offer a higher transfer value for children up to two: so, children aged 0–1 would 
receive UZS218 274 per month, while older children would receive UZS145 516 per 
month.

 ♦ Option 2 begins with children aged 0–7 and would reach children aged 0–17 by 
2030. All children would receive a transfer of UZS145 516 per month.

 ♦ Option 3 reaches children at the same rate as Option 1. The difference to Option 1 
is that it would pay all children a higher transfer of UZS218 274 per month.

 ♦ Option 4, envisages paying children 0–3 years UZS250 000, and children 3–16 
years UZS150 000. Families will receive the benefits for a period of six months 
after which they will need to reapply. The idea is that this will allow for the grants 
to be rotated between families given the lack of funding. Coverage in 2020 is about 
26% and 27% respectively, and will be expanded to 75% of the age categories by 
2030.

Note: the benefits are in 2020-equivalent values.

The transfers under the first three options would be paid out monthly with no limitation 
other than the child’s age, in contrast to the current Childcare and Family allowances, which 
have legislated allocation periods of 12 and 6 months respectively, and families are required 
to reapply. For Option 4, the upper age is proposed to be limited to 16 years because this is 
the age when children in Uzbekistan are legally allowed to enter the labour market.

As regards the target coverage levels, the options are informed by UNICEF’s position that 
“rather than targeting the poorest children – which is impossible to do accurately – the 
schemes would aim to exclude better-off families, which should be easier to undertake” 
(UNICEF, 2019b). This is a form of means-testing called an affluence test, and has been 
used successfully in South Africa and the United Kingdom. Most families in Uzbekistan 
have relatively similar incomes, and it is only amongst the richest quartile that there 
is greater differentiation. Hence, selecting recipients on this basis should be easier than 
attempting to target the poorest children in, say, quartile 1. Therefore, it is envisaged that 
all options would aim to reach 75% of children in the applicable age categories by 2030. In 
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other words, the coverage would not be universal, but rather aim to reach children in the 
bottom three quartiles. Practically speaking, this would entail setting a household income 
means test aligned with the upper boundary of income quartile 3.

Where do these options come from?
Options 1, 2 and 3 were first proposed by UNICEF in a paper titled “Building a national social 
protection system fit for Uzbekistan’s children and young people” (UNICEF, 2019b). When 
UNICEF put forward these options, the value of the benefits was expressed in 2018 UZS. 
These have been adjusted to reflect 2020-equivalent values (see section 6.1). 

Option 4 was proposed during the consultation meeting with national stakeholders in 
September 2020.
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5. COST OF INACTION

In every country, children are the future labour force. Investing in the development of 
children is therefore key to strengthening the economy (UNICEF, 2018). Figure 6 highlights 
that a large proportion of Uzbekistan’s children live in low-income households that do not 
have the means to invest optimally in the development of their children. Consequently, 
many children in Uzbekistan are undernourished and at risk of developing chronic 
diseases, which impacts negatively on education outcomes, with some unable to complete 
secondary school and only few able to complete university (UNICEF, 2019a). As noted in 
Section 2, the current child benefits system is not making an appreciable difference to what 
poor households can spend on children’s nutrition, education and health, largely due to 
limited budgets forcing mahallas to ration access to the allowances. Section 4 sets out 
several options for reforming the child benefits system, which involve increasing the benefit 
amounts and progressively broadening access to cover 75% of children in Uzbekistan.

The aim of these reforms is to extend financial assistance to families with children, which 
will enable them to spend more on nutrition, health care and education. It is envisaged 
that raising the level of investment in children in these areas will result in them growing 
up to become more productive adults, better able to participate in the economy – and so 
enable Uzbekistan to realise a demographic dividend from the demographic transition that 
is currently underway.

However, what would it mean for Uzbekistan if these reforms are not implemented? A cost 
of inaction study explores the economic burden to society of maintaining the status quo 
– which in this instance means continuing with the current budgets and system of child 
benefits. These economic costs can take a variety of forms – continued poor nutrition 
and health, lower levels of participation in education, and fewer children gaining useful 
qualifications or other skills to enable them to participate productively in the economy. 
With reference to these variables and how they link through to economic activity, a cost 
of inaction study seeks to quantify the enhanced labour productivity that is likely to be 
foregone if the child benefits system is not reformed.

As noted in the Introduction, the Inception Report envisaged estimating the cost of inaction 
as “the non-realisation of the potential positive impacts of expanding and improving the 
coverage of child benefits in the form of enhanced labour productivity”. It was anticipated 
that these impacts could be calculated with reference to improvements in health, education 
and social well-being linked to increasing the value and coverage of child benefits. However, 
the analysis of the L2CU Survey data showed no statistically meaningful relationship 
between the current child benefits and health, education and nutrition performance 
variables. In other words, households receiving the child benefits experienced a reduction 
in poverty, but there was little evidence that this was flowing through to higher household 
spending on health, education and nutrition for children that would result in them becoming 
more productive workers in the future. 
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Therefore, the team developed an alternative method for estimating the enhanced labour 
productivity impacts of reforming the child benefits system based on the percentage of 
households whose incomes shifted from quartile 1 into quartile 2, and from quartile 2 into 
quartile 3, etc., as a result of them receiving the benefits envisaged by the different reform 
options. This approach to calculating the cost of inaction was deemed to be more suitable 
than using assumptions drawn from international literature, as it uses data that reflects the 
country context.

Going forward, it will be important to put in place a proper monitoring and evaluation 
framework and systems, as part of the reforms to the child benefits system, to gather 
information that can be used to evaluate how effective the intervention is as an 
investment in developing the current generation of children as productive future workers in 
Uzbekistan’s economy. 

The analysis in this section, along with the analysis of the costs of the reform options 
presented in section 6, feed into the cost-benefit analysis of the proposed reform options 
presented in section 7.

5.1 THEORY OF CHANGE
Figure 38 presents the theory of change associated with non-conditional cash transfers 
for children. The tree is separated into different levels of influencing strategy according to 
a log frame hierarchy of activities, outputs and outcomes. This schematic informs how the 
child benefits serve to develop the human capital of children, and conversely, how negative 
outcomes among children curtail their future productivity.
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Cash payments for children in poor households typically improve the living standards of 
poor families through higher consumption levels (Roelen et al., 2017). This leads to two 
important outcomes: firstly, the benefits help to lift some households out of poverty, 
reducing the poverty headcount; and secondly, as national-scale benefit schemes are 
usually funded from progressive taxation, it also serves to reduce inequality. The reduction 
in the poverty headcount is critical, as it is generally associated with reduced nutritional 
deficits among children, which can improve the cognitive development of young children, 
in particular reducing the risk of stunting and improving future potential labour productivity.

Figure 38  Theory of change of cash transfers for children

Source: UNICEF, 2012.
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In addition, by directly reducing poverty rates, cash transfers for children also deal with 
some of the underlying causes of poverty and, in so doing, provide a safety net and 
generate positive dynamics that mitigate and reduce risks over time. Households that 
live in poverty are constrained from improving future income streams since they are 
constrained from accessing more productive consumption bundles, participating in 
economic activities, and investing in physical, social and human capital assets (i.e. good 
nutrition, health and education). Early childhood development and education for children 
of different ages help children reach their full potential, and are thus critical to enhancing 
future economic productivity. Over and above funding a basic level of consumption, cash 
benefits for children have the potential to enable poor households to make a different 
set of consumption decisions, participate in productive economic activity, and invest in 
developing the productivity of household members.

5.2 FOREGOING THE OPPORTUNITY  
TO REDUCE CHILD POVERTY

As noted above, the primary aim of a non-conditional cash transfer programme like the 
child benefits system is to reduce poverty, thereby improving children’s well-being across 
several dimensions, including food security, health, education, child protection, access to 
productive activities and transitions to adulthood.

This section explores the poverty-reducing potential of the different reform options set out 
in Section 4. These reductions in child poverty would not be realised if the status quo is 
maintained. So, one of the costs of inaction would be to perpetuate the current levels of 
child poverty.

5.2.1 Value of the child benefits in relation to different poverty lines
Figure 39 presents the annualised value of the child benefit reform options in relation to 
various poverty lines. The poverty lines analysed include the international standard of 
USD1.9 per day, as well as the more context-specific minimum wage in Uzbekistan and 
a hypothetical poverty line set at 50% of the median income (UZS 138 368 per month). All 
of the child benefit reform options fall well short of the international standard of USD 1.9 
per day. Similarly, all of the options fall short of the minimum wage, although Option 3 and 
the Childcare Allowance are roughly aligned with this welfare measure. However, Option 3 
and the Childcare Allowance are sufficient in themselves to lift households above 50% of 
the median income. This finding is significant because it means that households with no 
other form of income still receive a comparable income via the child benefit that will see 
them lifted out of poverty. In terms of the other reform options, households will still need 
to receive a supplementary income in addition to the child benefit to be lifted above 50% 
of the median income. Hence, for the Family Allowance and options 1, 2 and 4, recipient 
households that receive no other form of income will remain well below all of the reviewed 
measures of the poverty line.  
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5.2.2 Marginal utility of the child benefit options to poor households
Figure 40 and Figure 41 present the contribution of the Childcare Allowance and Family 
Allowance to mean household income per quartile for each of the options. This shows the 
decreasing marginal utility of the child benefits to households across the quartiles. Option 
4, the lowest-value option, would contribute 18.4%, 8.8% and 4.9% to mean household 
income for quartiles 1, 2 and 3 respectively. Options 1 and 2 contribute more, but Option 3, 
the highest-value option with a monthly allocation (2020 value) of UZS 218 274 per month 
per child, makes a notable contribution to the purchasing power of households, even 
households in quartile 3 who, despite their relatively high income base, still experience a 
9.9% increase in income. Although smaller, the benefit levels are still high enough under 
Options 1 and 2 to make a significant contribution to household income, while under Option 
4 they are significantly lower, making only a small difference to quartile 3 households.  

Figure 39  Child benefit reform options in relation to poverty lines

Source: L2CU Survey.
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The contribution of the child benefits to household income, regardless of the option 
considered, is significantly higher for poorer families. The marginal utility for households 
in terms of increased income from the child benefits approximately halves for each 
progressive quartile. Stated differently, households in quartile 1 derive more than twice 
the amount of marginal benefit from the proposed child benefits relative to households in 
quartile 2, and three and a half times more marginal benefit than households in quartile 3. 

Figure 40  Contribution of child benefit options to mean household income –  
 Childcare Allowance

Figure 41  Contribution of child benefit options to mean household income –  
 Family  Allowance

Source: L2CU Survey and own estimates

Source: L2CU Survey and own estimates
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This supports the argument that priority should be given to targeting households in quar-
tile 1 first, then households in quartile 2 and, finally, households in quartile 3, especially 
if the available funding is constrained. This also provides clear justification for excluding 
children living in quartile 4 households from the child benefits system – the funds can be 
better spent assisting households in quartile 1 (see Section 10).

5.2.3 Impact of reform options on child poverty
There are two potential effects that may result from improving the child benefits system. 
Firstly, those households receiving a child benefit will experience an immediate boost to 
their income levels. This will affect where those households fall on the income spectrum, 
and may even meaningfully change the national income spectrum if enough households 
are given significant income support through the child benefits, thus reducing absolute 
levels of poverty and income inequality. Secondly, the beneficiaries of these child benefits, 
having grown up with better nutrition, improved access to health care and education, 
should enjoy a better earning potential once they enter the labour force. Figure 42 presents 
the first effect, showing the proportion of the income band in each quartile that will be lifted 
into the next quartile as a result of the child benefits under the different options. 

Figure 42  Households that shift into the next quartile as a result of child benefits

Source: Own estimates
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significantly reducing the extent of poverty, and also inequality, both of which are important 
SDG goals. It is evident that Option 3 will have the greatest impact.
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5.3 FOREGOING THE OPPORTUNITY TO REDUCE 
HOUSEHOLD INCOME INEQUALITY

All the reform options propose targeting children in the poorest 75% of households. Not 
only would this reduce levels of child poverty, but it would also reduce household income 
inequality in that it would reduce the income gap between households in quartile 4 and 
those in each of the other quartiles. 

Figure 43 shows the extent to which the current child benefits and the proposed reform 
options will reduce the income gap between the mean household income in quartiles 1 and 4.

Figure 43  Potential reduction in inequality associated with the child benefit  
 reform options

Source: L2CU Survey.
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5.4 FOREGOING THE OPPORTUNITY  
TO RAISE LABOUR PRODUCTIVITY

The objective of reforming the child benefits system is to bring about a quantitative and 
qualitative improvement in public spending on social protection for children as an important 
mechanism for ensuring better outcomes for children. A key aim of investing in children is 
to enable them to reach their full potential as productive adults, able to participate in and 
contribute productively to the economy. So, this section focuses on estimating the potential 
long-term productivity gains that could be associated with the successful reform of the 
child benefits system. The corollary of this is that these productivity gains would not be 
realised if the status quo is maintained. In other words, yet another of the costs of inaction 
would be to perpetuate the current low levels of productivity, and forego the opportunity to 
leverage a demographic dividend from the current demographic transition. 

5.4.1 Labour market
Potential productivity gains/losses must be viewed in relation to the labour market. In 2018, 
13.3 million people were formally employed in Uzbekistan, with 1.4 million unemployed 
and an additional 4.2 million economically inactive. The number of unemployed and 
economically inactive workers has grown steadily since 2010, signalling a structural trend 
that includes growing unemployment amongst young people and low female participation 
in the economy (UNDP, 2018). This situation reflects a sizeable loss of potential output, 
with 5.6 million working-age adults not contributing to formal economic output. 

Figure 44  Employment in Uzbekistan, 2010–2019

Source: UNICEF, 2019.
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Uzbekistan ranked 53 out of 183 countries in the Youth Development Index in 2016, with 
the lowest score for employment opportunity (ILO, 2020). Approximately 14.6% of young 
people aged 15–24 was unemployed in 2017. These low levels of youth employment 
opportunities are due to, amongst other factors, uneven growth across sectors of the 
economy, regional disparities and lack of decent job opportunities. Figure 45 presents the 
regional labour market profiles.

Figure 45  Regional labour market status in Uzbekistan, 2019

Source: UNICEF, 2019.
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The national unemployment rate is relatively low, at 8% of the economically active 
population. However, 48% of the working-age population are outside the labour force and 
thus not officially recognised as unemployed. The regional labour markets vary in their 
characteristics, with 60% of working-age adults in Tashkent employed versus only 33% in 
Xorazm. Because of these weak labour market conditions, millions of Uzbeks have sought 
work abroad, thereby only contributing to national output via remittances. 

Given the relatively high child population, Uzbekistan faces a challenge to create work 
opportunities for around 500,000 new labour entrants per year (ILO, 2020). By investing 
in the human capital of its children, Uzbekistan can improve the productivity of its future 
workers and also help to ensure that a greater number of the current generation of children 
are equipped with the necessary skills to get employment rather than joining the ranks of 
the unemployed and economically inactive workers. An effective child benefits system can 
make a significant positive contribution to achieving these outcomes.
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5.4.2 Income proxies
Figure 46 presents the mean individual and household incomes for the income quartiles, as 
well as the national minimum wage, which was set at UZS202 730 per month in November 
2018.
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Figure 46  Mean annual household and individual income per income quartile, 2018

Source: L2CU Survey.

The mean household income for quartile 1 was UZS 408 675 per month, which increases 
to UZS 852 910 per month for quartile 2, and UZS 1 520 251 per month for quartile 3. This 
highlights the poverty concerns regarding income quartile 1, and reinforces the point that 
poor households have minimal disposable income to supplement their out-of-pocket 
education and healthcare expenses. These differences in household income across the 
quartiles also reflect the productivity differential of individuals in the different quartiles, with 
higher incomes typically representative of higher productivity. 

In terms of the mean individual incomes per quartile reported in Figure 46, there are some 
interesting trends. Firstly, for quartiles 1 and 2, single earners are supporting multiple 
members within a household. This characteristic changes for quartiles 3 and 4, where 
there are multiple earners per household and fewer members within the household to 
dilute the per capita income. The mean income increases by UZS 284 681 per month, or 
99.5%, for individuals moving from quartile 1 to quartile 2. The mean income increases by a 
further UZS 324 197 per month, or 56.8%, when moving from quartile 2 to quartile 3. A child 
benefits system that effectively shifts individuals and households into the next quartile is 
therefore likely to have a significant positive impact on productivity based on these income 
differences.
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5.4.3 Estimated productivity gains
One of the intended outcomes of the child benefits system is to improve the life chances 
of recipients. In this regard, the aim is to invest in children so that they enter the labour 
force as healthy, productive workers able to earn higher incomes. Figure 47 estimates the 
increase in individual income, as a proxy for labour productivity, should the child benefits 
system provide sufficient support for children to shift into higher income quartiles once 
they start working. The change in productivity is estimated by multiplying the number of 
children that shift into the next quartile by the difference in mean income between the 
two quartiles. The estimated impact equates to a 0.08% increase in GDP for every 5% of 
children in quartile 1 who shift into quartile 2, and a further 0.11% increase in GDP for every 
5% of children in quartile 2 who shift into quartile 3. Should the child benefits system work 
effectively, reaching all eligible households in quartiles 1 and 2 and enabling the children 
in these households to enter the labour force as more productive workers and so move up 
into the next quartile, the long-term effect could be as much as a 3.7% increase in GDP.

Figure 47  Range of potential productivity gains associated with the reform options

Source: Own estimates.
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If this analysis is applied to the different reform options: Figure 42 shows the number of 
households that would shift upwards as a result of the different reform options. Based on 
these numbers, Figure 48 presents the estimated productivity gains associated with the 
various reform options.
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It is important to compare the potential productivity gains from the reform options with 
a second baseline – the continuation of the current child benefits system. This is done in 
Figure 49, which compares Option 3 with the current child benefits system. Relative to this 
baseline, Option 3 offers approximately double the potential productivity gains offered by 
the current system. 

Figure 48  Estimated productivity gains associated with the various reform options

Figure 49  Productivity gains from Option 3 relative to the current child benefits system

Source: Own estimates.

Source: Own estimates.
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5.5 SUMMARY FINDINGS OF THE COST  
OF INACTION ANALYSIS

From the perspective of developing an investment case to reform the child benefits system, 
the following findings from the cost of inaction analysis are relevant:

 ♦ The theory of change underpinning the proposed reform options envisages that 
making cash payments to children in poor households will: i. lift some households 
out of poverty, and so reduce the number of children living in poverty, ii. reduce 
income inequality across households, and iii. improve investments in children, 
so raising their future potential labour productivity. However, if the status quo is 
maintained, the cost of inaction will be that none of these potential benefits will be 
realised.

 ♦ All the reform options will contribute to a reduction in the number of households 
living in poverty if implemented. Reform Option 3 has the greatest potential to 
reduce child poverty. It would shift 49.3% of the households currently in quartile 
1 into the income of the current quartile 2, 43.2% of quartile 2 households into 
quartile 3, and 17.2% of quartile 3 households into quartile 4. However, the 
government will forego these potential reductions in household poverty if it decides 
not to implement any of the reform options.

 ♦ All the reform options will contribute to a reduction in income inequality if 
implemented. Reform Option 3 would have the greatest impact, reducing the 
gap between quartile 1 and quartile 4 mean household incomes by nearly 3.3%. 
However, if the status quo is maintained, this potential benefit will not be realised.

 ♦ The labour market is characterised by high levels of structural unemployment, 
a high component of which is youth unemployment. Should the child benefits 
system is reformed, the long-term effect could be as much as a 3.7% increase in 
GDP.

 ♦ All the reform options have the potential to raise economic productivity. For each 
reform option, the potential productivity gains are as follows:

 • 1.7% of GDP per annum for Option 4;

 • 2.4% of GDP per annum for options 1 and 2; and

 • 3.0% of GDP per annum for Option 3.

So, if none of the reform options are implemented, the cost of inaction will be to forego 
these potential productivity gains. 
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6. COST OF THE REFORM 
OPTIONS

Whenever a government develops a new policy or considers options for reforming existing 
policies, it should explore the fiscal implications of the different proposals. This involves 
working out the cost to government of the new proposals, and using the results to evaluate 
whether:

 ♦ the cost to government is reasonable in relation to the objectives of the policy 
proposal and what it is seeking to achieve. 

 ♦ the envisaged benefits of the proposed policy to the government and society 
outweigh the costs of implementing the policy.

 ♦ the policy proposal is fiscally affordable and sustainable. In other words, is there 
sufficient room (fiscal space) in the budget to fund the new proposals if they were 
to be introduced? 

A policy costing generates information that may stimulate discussions around how the 
policy proposals might be changed or refined for greater efficiency, cost-effectiveness and 
sustainability.

This section presents the methodology and results of costing the four options for reforming 
the child benefits system in Uzbekistan as outlined in section 4. The costing of these 
different reform options is a key step in developing the investment case for the reforms, 
because:

 ♦ it generates information that feeds into an evaluation of whether the costs of the 
different reform options are reasonable in relation to the objective of the reforms, 
namely, to bring about a quantitative and qualitative improvement in public 
spending on social protection for children as an important mechanism for ensuring 
better outcomes for children – especially the most vulnerable and marginalised 
children in Uzbekistan (see section 7).

 ♦ the results of the costing are used in the cost-benefit analysis of the proposed 
reforms, which explores whether the benefits of reforming the child benefits 
system outweigh the costs of doing so (see section 7).

 ♦ the results of the costing inform the fiscal space analysis, which explores whether 
the cost to government of the proposed reforms is fiscally affordable and 
sustainable, and how it might be funded through the budget (see section 8).

The team developed a dynamic costing model that reflects all the different elements that 
define the child support benefit options as variables, which can be changed by the users 
of the model. In other words, users can change the value of the benefits, the age ranges, 
the coverage, the rollout period, etc. in the costing model to test how adjusting these 
variables impacts on the total costs of the proposed reforms. Indeed, the intention is that 
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policymakers, particularly officials in the Ministry of Finance, should use the model to test 
the sensitivity of the costing results to changes in the underlying variables, i.e. they should 
use it to explore the costs of different reform options to those described in Section 4. The 
costing model is designed to be used to inform discussions regarding the best way to 
reform the child benefits system in Uzbekistan. It is also a tool that officials can use in the 
preparation of implementation plans and budgets for rolling out the chosen reforms. 

6.1 THE KEY VARIABLES OF THE REFORM OPTIONS
As noted above, the focus of the costing analysis is to establish the cost to government of 
the four reform options as outlined in section 4. The team costed two additional scenarios 
to provide a baseline for comparison. The first, referred to as “Existing – Increased”, reflects 
the cost of expanding the coverage of the existing programmes to 75% of children in the 
relevant age categories. The second, referred to as “Expanded Baseline”, reflects the cost 
of maintaining the current coverage, but increasing the value of the benefits with inflation.

Table 3 sets out the key variables of the different reform options and baseline scenarios 
that were taken into the costing model:

Table 3. Key variables used to cost the reform options and baseline scenarios

Option
Eligible age 
categories

Value in UZS 
(2020)

Target   
coverage

Rollout plan

Option 1
children 0–1 years
children 2–17 years

218 274 pm
145 516 pm

75%
From 2020
Starting at with children 0-3 years in 
2020, expanding by one year till 2034

Option 2 children 0–17 years 145 516 pm 75%
Starting with children 0-7 years in 2020, 
expanding by one year till 2030 

Option 3 children 0–17 years 218 274 pm 75%
Starting with children 0-3 years in 2020, 
expanding by one year till 2034 

Option 4
children 0–2 years
children 3–16 years

250 000*
150 000*

75%
Starting at current coverage levels**, 
expand to reach full coverage by 2030

Existing – 
Increased

children 0–1 years
children 2–14 years
- one child
- two children
- three+ children

434 000

131 000
217 000
304 000

75%
Starting from current levels of coverage, 
a straight-line increase to reach full 
coverage in 2030.

Expanded 
Baseline

children 0–1 years
children 2–14 years
- one child
- two children
- three+ children

434 000

131 000
217 000
304 000

current 
levels of 
coverage

No expansion of coverage from
400 000 for the Child Allowance and 
700 000 for the Family Allowance.***

Notes:
*      These benefits are paid every second month
**     579 800 beneficiaries in the 0–3 years category, or 26% of the age group
…….  2 183 696 beneficiaries in the 3–16 years category or 27% of the age group
***   these levels of coverage are what the Government of Uzbekistan was aiming to reach at the end  
 of 2020.
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6.1.1 Variables for the Existing – Increased scenario
As noted, the current child benefits system consists of two components: a Childcare 
Allowance for households with children under two; and a Family Allowance for families with 
children aged 2–14 years. The following table sets out the values of the benefits and the 
number of beneficiaries at the end of 2020.

Estimating the number of households receiving the Family Allowance is complicated by the 
fact that the proportion of households with 1, 2 and 3 or more children needs to be factored 
into the calculations. The following assumptions were applied to estimate the recipient 
number of households 3:

 ♦ Of the total number of children receiving the Family Allowances, 

 • 8.4% have one child, 

 • 49.4% have two children, and

 • 42.2% have 3 or more children.

 ♦ The average number of children in families receiving a Family Allowance for three 
or more children is 4.166.

To estimate the number of beneficiaries per year, the target coverage of 75% was applied 
in the target year (i.e. 75% of children up to the age of 14 in 2030) to calculate the total 
number of children that should receive Family Allowances. The above assumptions were 
applied to this total to estimate the number of families receiving each of the different 
Family Allowances per year. The number of beneficiaries of the Childcare Allowance is 
calculated by applying the target coverage of 75% to the forecasted number of children 
aged 0–2 years in 2030.

For all categories of beneficiaries, it was assumed that growth would be linear and 
incremental from 2020 to 2030 (i.e., equal increases in numbers of beneficiaries per year). 

3 Data provided by UNICEF, which was provided to them by the Ministry of Finance.

Table 4. Baseline values related to existing child benefits

Child benefits Value in UZS  (2020) Number of recipients (end 2020)

Childcare Allowance 434 000 422 108

Family Allowance

One child in family 131 000 111 592

Two children in family 217 000 328 135

Three + children in family 304 000 134 570

Source: Ministry of Finance
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6.1.2 Variables for the Expanded Baseline scenario
In September 2020, it was indicated by Presidential Decree that the Government was 
considering expanding coverage of the Family Allowances to 700 000 families and the 
Childcare Allowances to 400 000 children by the end of 2020. The values of the benefits 
are the same as those reflected in  Table 4 above. The above target number of beneficiaries 
are used to estimate the cost of a baseline in 2020 and this cost is increased each year by 
inflation.

6.1.3 Adjusting allowance values for inflation
The reform options 1, 2 and 3 were first proposed in 2019, and the value of the benefits 
were expressed in 2018 values. To adjust the allowance values from 2018 to 2020 values, 
the growth rate in the minimum wage and other benefits from 2010 to 2019 is used. The 
resulting benefit values used are shown in the table below:

Table 5. Dynamics of the minimum size of salary, pension by age and benefits 4

Source: www.norma.uz.

The annual average growth for the above variables between 2010 and 2019 is 21% per year. 
Assuming the value of the allowances for options 1, 2 and 3 grew at the same annual rate 
per year, the values in 2020 would be as shown in the table 6 below.

The values shown in the column 2020 (Adjusted) are the calculated values used for the 
benefits in 2020.

4 These values were found here: https://www.norma.uz/poleznaya_informaciya/dinamika_
izmeneniya_minimalnogo_razmera_zarabotnoy_platy#

Date value was 
increased

Wages  
(in UZS)

Old Age Pensions  
(in UZS)

Disability from 
childhood (in UZS)

Elderly and disabled 
with no work experience

01 December 2010 49 735 97 285 97 285 59 690

12 January 2017 172 240 336 880 336 880 206 720

1 November 2018 202 730 396 500 396 500 243 300

1 September 2019 223 000 436 150 436 150 267 650

1 January 2020 223 000 466 680 466 680 286 390

1 September 2020 222 300 266 470 513 350 315 030

1 February 2021 245 000 513 350 513 350 315 030

Annual Average Growth 
(2010–2019)

21% 21% 21% 21%

https://www.norma.uz/poleznaya_informaciya/dinamika_izmeneniya_minimalnogo_razmera_zarabotnoy_platy#
https://www.norma.uz/poleznaya_informaciya/dinamika_izmeneniya_minimalnogo_razmera_zarabotnoy_platy#
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6.2 THE COST OF PROCESSING APPLICATIONS, 
OUTREACH AND AWARENESS

Currently, mahallas are involved in evaluating applications for benefits and disbursing 
benefits to beneficiaries. There is a host of complexities and problems related to this, 
which are described in UNICEF’s report Building a Better Future: A child-sensitive 
social protection system for Uzbekistan (UNICEF, 2019a). At the time of this review, the 
government was in the process of establishing a single registry, a centralised system for 
approving applications and paying out benefits. Once this is operational, the mahallas’ role 
in the child benefits system will be limited to creating awareness about the benefits and to 
assisting families with completion of applications. The approval process will be automated 
through the single registry, which will be managed by the Ministry of Finance.

It is recognised that there are costs involved in the operation of the single registry. 
However, as these costs are shared with other components of the social protection system, 
they are not included in this costing. It is also assumed that the proposed reforms will be 
implemented through the single registry, which will significantly reduce the current role of 
mahallas in the overall system.

However, going forward, mahallas are well-placed to carry out outreach and awareness 
creation activities about child benefits. Ordinarily this role would be carried out by one or 
more of the following: community-based workers: community development workers, social 
workers, social auxiliary workers or para-social workers. These have cost implications: 
the officials must be compensated for their time; they need to travel, and require materials 
and equipment. Policies need to be developed that clarify the role of social workers and/
or equivalent officials that work with families, finding, promoting and helping poor families 
to apply for child benefit programmes. In addition, the role of social workers in providing 
advice and guidance to poor families on the appropriate use of benefits would need to be 
defined. Neither these roles nor a policy to describe these roles were clarified at the time 
of the costing, and therefore the resource requirements could not be calculated. These are 
important issues that need to be considered going forward, whether or not the system is 
reformed.

Table 6. Proposed child benefits adjusted for inflationary growth

Proposed child benefits (UNICEF) 2018 (in UZS) 2020 (Adjusted) (in UZS) Yearly adjustment

Option 1    

Children 0-1 Years 150 000 218 274 21%

Children 2-17 Years 100 000 145 516 21%

Option 2 100 000 145 516 21%

Option 3 150 000 218 274 21%

Source: Ministry of Finance
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6.3 DATA USED IN THE ANALYSIS

6.3.1 Demographic data and population forecasts 
The population estimates and forecasts are taken from the United National Department 
of Economic and Social Affairs Population Dynamics World Population Prospects 2019 5. 
UNICEF used the 2017 version of this dataset and fertility variant in their report Generation 
2030 Uzbekistan: Investing in children and young people to reap the demographic 
dividend (UNICEF 2018).

The above dataset presents age cohorts in 5-year intervals. This was used to estimate 
population by age for each year from 2020 to 2040. 

6.3.2 Macroeconomic indicators and forecasts
The macroeconomic assumptions have a significant bearing on what the reforms will cost 
in proportion to GDP and total government expenditure. These are often used as simple 
benchmarks to assess or compare affordability of programmes. 

This analysis was carried out during the COVID-19 pandemic. At the time of preparing these 
forecasts, there was much uncertainty about the spread of the virus and when economic 
activity would return to normal. There was therefore much uncertainty about the impact of 
the worldwide response to the virus on future economic prospects. The assumptions below 
must be viewed in the context of that uncertainty, and the fact that the future is uncertain, 
even at the best of times.

i. Inflation
Between 2012 and 2016, the inflation rate varied between 7% and 5.6%, and between 
2017 and 2019, from 14.3% to 15.2%. This is largely attributable to the change in the 
methodology used to calculate inflation in 2017. The IMF projected inflation to be 13.8% in 
2020 – before COVID-19 – and adjusted this down to 12.9% post-COVID-19 (IMF country 
report No 20/171). This demonstrates how rapidly assumptions and forecasts can change.

ii. GDP growth
GDP growth, in current prices, has increased in recent years, and varied significantly from 
year to year. Growth is forecast to slow considering the impact of COVID-19. The IMF GDP 
forecasts to 2025 are used in the costing. The IMF predicts that the economy will grow 
rapidly over the medium term, but that the rate of growth will slow each year (IMF country 
report No 20/171).

5 https://population.un.org/wpp/Download/Standard/Population/ The file accessed was POP/7-1: 
Total population (both sexes combined) by five-year age group, region, subregion and country, 1950-2100 
(thousands) Medium fertility variant, 2020–2100,

https://population.un.org/wpp/Download/Standard/Population/
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iii. Macroeconomic forecasts
The table below shows the assumptions used for inflation, annual growth in the value of 
benefits between 2020 and 2025, and from 2026 to 2030 and 2031 to 2035. 

Source: Ministry of Finance and own projections 6.

The above assumptions and forecasts provide context to the results discussed below. 
However, the uncertainty surrounding these estimates must be recognised.

6.4 KEY RESULTS OF COSTING THE BASELINE 
SCENARIOS AND REFORM OPTIONS

The results of the costing of the different options for reforming the child benefits system 
are presented below in the following ways:

 ♦ Number of beneficiaries; 

 ♦ Total cost of child benefits in monetary terms;

 ♦ Cost of child benefits as a percentage of state expenditure. 

 ♦ Cost of child benefits as a percentage of GDP; 

6 The assumptions that underpin these projections were presented to the Ministry of Finance during a 
consultation workshop in September 2020. They agreed that the assumptions were realistic.

2020 2021 2022 2023 2024 2025 2026-2030 2031-2035

Consumer  
price index

11.20% 7.40% 5.60% 5.00% 5.00% 5.00% 5.00% 5.00%

Annual growth  
in benefits

3.55% 4.03% 4.52% 5.00% 5.00% 5.00% 5.00% 5.00%

Gross Domest Product

- Annual Growth 17.50% 16.10% 15.00% 12.30% 11.70% 11.70% 11.30% 11.30%

- Value of GDP  
   (Billions)

601 410 698 237 802 972 901 738 1 007 241 1 125 088 1 252 223 2 138 738

State Expenditure

- as a % of GDP 21.80% 21.00% 21.80% 21.80% 21.80% 21.80% 21.80% 21.80%

- billions 131 104 146 630 175 044 196 575 219 574 245 264 272 979 466 235

Table 7. Consumer price index and assumed annual change in benefits
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6.4.1 Number of beneficiaries
The number of beneficiaries of the various reform options is shown below. All the estimates 
reflect the individual number of children receiving the respective child benefits.

Table 8. Number of beneficiaries

2020 2025 2030 2034
Annual average 

growth

UNICEF Proposals

Option 1 2 058 982 4 407 416 6 597 233 8 346 874 11%

Option 2 4 050 667 6 394 942 8 579 523 8 346 874 5%

Option 3 2 058 982 4 407 416 6 597 233 8 346 874 11%

   - Coverage options 1 and 3 18% 38% 58% 75%  

   - Coverage Option 2 36% 55% 75% 75%  

Option 4 2 763 769 4 476 443 7 601 820 7 259 202  

   - Benefit for a child from  
     0–3 years

579 800 875 731 1 322 705 1 322 705 6%

  - Benefit for children 3–16 years 2 183 969 3 600 712 6 279 115 5 936 497 7%

Existing System

Existing – Increased 1 174 679 4 429 993 7 109 396 6 996 326 14%

Expanded Baseline 2 381 036 2 381 036 2 381 036 2 381 036 0%

Label / Option Shown as Color Description

Option 1 Bar

Options proposed by UNICEFOption 2 Bar

Option 3 Bar

Option 4 Bar
Reform options proposed in September 2020 for 0-3 and 
3-16 years

Existing – Increased Line Expanding coverage of existing benefits to 75% by 2030

Expanded Baseline Line
Expanding coverage of existing benefits in 2020 and 
growing value of benefits with inflation

Source: Own calculations

In the figures below, the legend is as follows:
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Because of lower levels of coverage in the initial periods, the number of beneficiaries for 
options 1 and 3 increases until 2034, whereas the other options reach target coverage in 
2030, by design. In addition, the first three options reach the most children.

Figure 51 shows the coverage of the various options as a percentage of all children in the 
country in each of the respective age groups.

Figure 51 Coverage under the various options

Source: Own calculations.

The above table is illustrated graphically in the figure below:

Figure 50. Number of beneficiaries receiving child benefits under the different options

Source: Own calculations.
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6.4.2 Total cost of child benefits system reform options
The table below shows the total estimated cost of the child benefits systems specified by 
the different reform options.

Table 9. Total nominal cost of child benefits under the different reform options

Figure 52. Total nominal cost of child benefits under the different reform options 

in UZS millions 2020 2025 2030 2034
Annual average 

growth

UNICEF Proposals

Option 1 4 494 222 10 722 762 19 741 057 29 970 749 15%

Option 2 7 073 241 14 055 682 24 067 166 28 460 523 10%

Option 3 5 393 067 14 530 838 27 759 708 42 690 784 16%

Option 4 2 835 272 5 653 237 12 096 283 14 228 071 12%

Existing System

Existing – Increased 3 719 138 9 713 568 18 819 850 22 511 825 14%

Expanded Baseline 4 153 716 5 228 296 6 672 778 8 110 803 5%

Source: Own calculations.

Options 3, 1 and 2 are the most expensive options, in that order. Achieving options 1 and 
3 will require the fastest annual growth in expenditures. Note, however, that Option 4 is 
provided only to children up to the age of 16.

The above values are illustrated graphically in the Figure 52 below.

Source: Own calculations.
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6.4.3 Cost of child benefits as a percent of state expenditure
The cost of the benefits as a proportion of state expenditure are shown in the table below.

Table 10. Total cost of child benefits as a percentage of state expenditure

2020 2025 2030 2034

UNICEF Proposals

Option 1 3.4% 4.4% 4.7% 4.7%

Option 2 5.4% 5.7% 5.7% 4.4%

Option 3 4.1% 5.9% 6.6% 6.6%

Option 4 2.2% 2.3% 2.9% 2.2%

Existing System

Existing – Increased 2.8% 4.0% 4.5% 3.5%

Expanded Baseline 3.2% 2.1% 1.6% 1.3%

Source: Ministry of Finance; Own calculations.

Source: Ministry of Finance;  Own calculations.

The above results are graphically illustrated in the figure below.

Figure 53 Total cost of child benefits as a percent of state expenditure

The least expensive option in 2034, Expanded Baseline, is 1.3% of state expenditure, while 
the most expensive, Option 3, is 6.9% of state expenditure. Note that these proportions 
decrease from about 2030 onwards, mainly because the number of beneficiaries reach a 
maximum in 2030, and from then on, GDP and state expenditure are forecast to grow at 
a faster rate than the value of the benefits. Note that these are long-range forecasts and 
reality can differ significantly.
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If GDP growth slows to 10% per year from 2021 onwards (the current forecast is 16% in 
2021, slowing to just over 11% from 2024), the least-expensive option increases to 6.9% of 
state expenditure and the most expensive, 13.1%, which is most likely not affordable.

As a proportion of state expenditure, the difference between the most and least expensive 
options is significant. Also, changes in underlying GDP growth and state expenditure 
forecasts have significant effects on these results.

6.4.4 Cost of child benefits as a percentage of GDP
The table below shows the total cost of the benefits in relation to GDP.

Table 11. Cost of child benefits as a proportion of GDP under the different reform options

2020 2025 2030 2034

UNICEF Proposals

Option 1 0.7% 1.0% 1.0% 1.0%

Option 2 1.2% 1.2% 1.3% 1.0%

Option 3 0.9% 1.3% 1.4% 1.4%

Option 4 0.5% 0.5% 0.6% 0.5%

Existing System

Existing – Increased 0.4% 0.8% 1.0% 0.8%

Expanded Baseline 0.7% 0.5% 0.3% 0.3%

Source: Own calculations.

Source: Own calculations.

The above numbers are shown graphically in the figure below.

Figure 54. Cost of child benefits as a percent of GDP under the different reform options
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As can be seen, options 1 and 3 as a proportion of GDP are forecast to increase until 2034. 
The proportion of GDP for Option 2, Option 4 and Existing – Increased are expected to 
increase until 2030, after which they decline. Meanwhile, Expanded Baseline decreases as 
a proportion of GDP from 2020 to 2034.

The main reason for the costs decreasing as a percent of GDP from various points in time 
is that, in calculating the above cost estimates, it is assumed that the value of the benefits 
will increase at a slower rate than GDP will grow.

So, based on the above calculations, the most expensive option will be 1.4% of GDP, while 
the least expensive (except for maintaining the baseline) is 1% of GDP. If the size of benefits 
grows at 10% per year from 2022 onwards, then by 2034, Option 3 will cost 2.8% of GDP 
and the least-cost alternative (Existing – Increased) will be 1.5% of GDP. This higher level 
of expenditure is still relatively affordable, especially given the investment nature of child 
benefits. Also, compared to other countries, it would still place Uzbekistan below the Europe 
and Central Asia regional average social assistance spending on children of 2.2% of GDP in 
2018 (World Bank, 2018). 

Referring back to section 3.2, Uzbekistan already prioritises social protection, and in 
2018 committed 6.9% of GDP to this sector. This indicates the importance attached by 
policymakers to social expenditures. The aim of the proposed reforms is to adequately 
resource the child benefits system so that the social protection system is better balanced 
with a view to ensuring that households do not rely on the old age pension to fund child-
related expenditures. 

6.5 Summary findings of costing the reform options
From the perspective of developing an investment case to reform the child benefits system, 
the following findings from the costing analysis are relevant:

 ♦ Options 1, 2 and 3 all reach the same number of children. Option 3 is the most 
expensive, and is significantly more expensive than options 1 and 2. Option 4 is 
less costly than these options, but also reaches fewer children. 

 ♦ The role community workers or social workers will play in supporting communities 
to access and advise them in the use of social benefits is not known, and could not 
be factored into this costing. These costs are likely to be relatively small in relation 
to the overall cost of the proposed reform options, but the services they provide 
will greatly enhance the effectiveness of the system.

 ♦ The affordability of the costing results is dependent on future economic growth. 
Using the current growth forecasts, the analysis shows that Option 3 is the most 
expensive option at 1.4% of GDP in 2030, compared to Existing – Increased, which 
will cost 0.3% of GDP.

 ♦ The costs of the reform options relative to state expenditure and GDP over the 
long term are sensitive to a wide number of variables that will change. It is notable 
that the forecasted change in population profile in the country will influence these 
variables past the period of analysis more so than they do during it. 
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7. COST-BENEFIT ANALYSIS  
OF THE REFORM OPTIONS

A cost-benefit analysis seeks to quantify, in monetary terms, the costs and benefits of 
different courses of action with a view to establishing which option delivers the greatest net 
social benefit. A general difficulty with this methodology is that to monetise certain costs 
and benefits, but particularly the less tangible benefits, requires the use of assumptions – 
and sometimes very bold assumptions. Rather than go down this route, this section adopts 
a descriptive approach for most of the costs and benefits of the reform options, and only 
compares the monetised costs and benefits of those variables that are already expressed 
in monetary terms. The aim is to compare the reform options against different variables 
and so facilitate a more informed choice as to which one is likely to be in the best interests 
of children and Uzbekistan generally.

At this point, it is necessary to refer to Figure 8, which disaggregated the 2018 social 
protection budget. The data showed that child benefits comprised 11.5% of the total social 
protection budget, or 0.8% of GDP. From the subsequent analysis in Section 4, it was argued 
that the current allocation level – at 0.8% of GDP – is inadequate to fund the child benefits 
system. This level of funding was shown to have resulted in allocation periods shorter 
than legislated, and rationing of the child benefits amongst eligible households. Given this 
information, and the proposal to support 75% of all children, the analysis in this section is 
restricted to options 1, 2, 3 and 4.

7.1 THE COSTS OF THE REFORM OPTIONS
The costs associated with implementing the proposed reform options are: the public 
expenditure of paying the child benefits, and the cost to families currently receiving child 
benefits. 

Obviously, there are opportunity costs associated with using the funds for child benefits 
and not other government programmes. However, such opportunity costs are inherent to 
every government budget allocation decision, and are therefore not considered here. It can 
be said that the cost of inaction analysis in Section 5 sets out the opportunity costs of not 
implementing the proposed reforms to the child benefits system.

7.1.1 Public expenditure on the reform options
Table 12 presents the costs associated with the reform options as a percentage of state 
expenditure and GDP. At 2.2% of state expenditure and 0.5% of the GDP, Option 4 represents 
a saving compared to the 2018 child benefit allocation of 0.8% of GDP. Options 1 and 2 
would cost approximately 1.0% of GDP, which compares relatively closely to the 2018 child 
benefit allocation of 0.8% of GDP. Both options account for an acceptable percentage of 
state expenditure given the importance attached to child benefits, with options 1 and 2 at 
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4.8% and 4.6% of state expenditure, respectively. Option 3 is the costliest of the proposed 
reform options, but it would still only account for 6.9% of state expenditure and 1.5% of GDP 
once fully implemented. This higher level of expenditure is relatively affordable, especially 
given the investment nature of child benefits. Also, compared to other countries, it would 
still place Uzbekistan below the Europe and Central Asia regional average social assistance 
spending on children at 2.2% of GDP in 2018 (World Bank, 2018).

Table 12. Comparative cost of the child benefit reform options

Year
Expenditure as % of state expenditure Expenditure as % of GDP

Reform option Reform option
1 2 3 4 1 2 3 4

2020 3.40% 5.40% 4.10% 2.20% 0.70% 1.20% 0.90% 0.50%

2025 4.40% 5.70% 5.90% 2.30% 1.00% 1.20% 1.30% 0.50%

2030 4.70% 5.70% 6.60% 2.90% 1.00% 1.30% 1.40% 0.60%

2034 4.70% 4.40% 6.60% 2.20% 1.00% 1.00% 1.40% 0.50%

Source: Own calculations.

The cumulative cost of the child benefits system reform options, presented in Figure 55 
below, is another important metric in terms of an investment case, as it indicates the 
degree to which the respective roll-out periods and beneficiary cohorts lead to differences 
between the options. Although options 1 and 2 seem to end in 2034 at a similar point, it is 
clear from the figure that Option 1 falls short of the contribution Option 2 makes to child 
benefits over the analysis period. With a more comprehensive scope, it will continue to 
close that expenditure gap to Option 2 in each year following 2034. Option 3 only begins 
to divert from Option 2 in 2029. However, by 2034 the annual and cumulative contribution 
made by Option 3 to child benefits is notably higher than the other options. Importantly, 
the larger annual expenditure envelopes required for Option 3 are only required from 2029 
onwards. This provides the government time to make the necessary funding plans to 
pursue Option 3 rather than options 1 or 2, which have less benefit.

Source: Own calculations.

Figure 55 Cumulative cost of the child benefit reform options
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7.1.2 Cost to families currently receiving child benefits
Referring back to Table 1, the value of the benefits received under the reform options differs 
from the current system. In terms of the Family Allowance, the benefit value for options 1 
and 2 are similar to the currently prescribed benefits – ignoring the fact that benefits are 
not currently paid out for the full legislated period. This would leave child benefit recipients 
in a similar monetary position were the system reformed. Considering that benefits are 
not currently paid out for the full legislated period, options 1 and 2 represent a significant 
relative monetary gain for the recipients. The benefit value under Option 3 is above the 
currently prescribed benefit values, which again means that the recipients would be in a 
better monetary position were the system reformed.

However, current recipients of the Childcare Allowance would face a short-term monetary 
loss should the child benefits system be reformed in line with any of the four proposed 
options. As per Table 1, recipients are supposed to receive UZS434 000 per family for 12 
months. If we overlook the fact that this benefit is currently available for less than the full 
12 months, even the highest value reform option – Option 3 – still represents a significant 
loss in income. That potential loss is offset by the fact that the Childcare Allowance is only 
allocated for 12 months, after which families need to reapply. By contrast, the reforms to 
the child benefits system propose that once children are registered on the system, they 
remain on the system until they age out.

7.2 THE BENEFITS OF THE REFORM OPTIONS
The benefits of reforming the child benefits system including reaching a larger number of 
children, and that the income support provided to families will reduce the poverty headcount 
among children, as well as income inequality. Added to these short-term benefits is the 
prospect that investing in children will raise the productivity of future workers over the long 
term.

7.2.1 Number of beneficiaries
Table 13 summarises key information regarding the different options. By 2034, options 1, 
2 and 3 all reach 8 630 102 children per year. Option 4 represents a significant increase 
from the current access level at 7 259 202 children per year, but still leaves a large portion 
of relatively vulnerable children outside of the net. The difference in coverage between 
Options 1, 2 and 3, and Option 4, is 1 370 00 children in 2034. 
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Table 13 Summary of the annual profile reached by the child benefit reform options  
 in 2034

Over -and above the annual number of child beneficiaries reached by the reform options 
in 2034, the reform options must be evaluated based on the cumulative annual number of 
beneficiaries. This allows us to review the impact of the proposed roll-out plans for each 
reform option. 

Figure 56 shows that options 1 and 3 reach the fewest number of total beneficiaries 
over the period due to their relatively slower roll-out periods, despite ending with the joint 
highest annual coverage of 8 630 102 beneficiaries in 2034. The difference in the num-
ber of cumulative annual beneficiaries by 2034 between Option 4 and Options 1 and 3 is  
4 116 022, but because Options 1 and 3 have a higher end coverage rate, this difference 
is eroded by 2038. As can be seen, Option 2 therefore has the best coverage in terms of 
support for children, and thereby the future labour force.  

Source: Own calculations.
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Figure 56. Cumulative number of annual child benefit beneficiaries, 2020-2034
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7.2.2 Income support for families
Unlike the current child benefits system, the proposed reform options do not step down the 
value of the child benefits according to the number of children. Referring to Table 1, in 2020 
the Family Allowance allocates UZS 131 000 to households with 1 child, UZS 217 000 to 
households with 2 children, and UZS 304 000 to households with 3 or more children. Hence, 
households with more children receive proportionally less income per child, dropping from 
UZS 131 000 for one child to an average of UZS 108 500 for two children and UZS 101 333  
for three children. Moreover, households with more than three children – even those in 
extreme poverty – are capped at UZS 304 000. The reform options will change this so that 
all children receive the same allocation. This is an important development, especially in 
light of the relatively large household structures shown in Figure 5.

Having established that the value of the benefits under the different child benefit reform 
options are not stepped, their relative contribution to mean household income per child 
is reviewed in Figure 57. This analysis provides an important summary of the income 
effect that can be expected from the options. As can be seen, Option 3 offers a significant 
benefit to households in quartile 1 relative to options 1 and 2, but especially to Option 4.  
The relative benefit offered by Option 3 falls for quartile 2 households, but even then, 
it still provides a 17.6% increase in mean household income – which compares to the 
18.4% offered by Option 4 to quartile 1 households. The proportional difference in income 
contribution between the options is not large for households in quartile 3, given their higher 
income base. The critical finding from Figure 57 is that Option 3 makes a significant income 
contribution to households in quartile 1, and is also still high enough to be a meaningful 
supplementary income stream for households in quartiles 2 and 3.   

Source: Own calculations.

Figure 57. Comparison of child benefits to mean household income
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In addition to the non-step nature of the reform options and their relative contributions to 
income, it is important to assess the child benefit values in relation to household out-of-
pocket expenses for the basic services they are supposed to support, such as education 
and health care. To reiterate, this is especially important for children living in quartile 1  
households, which lack sufficient other income to supplement these out-of-pocket 
expenses. In such cases, some households are forced to forego healthcare visits. Moreover, 
if the value of the child benefit exceeds the out-of-pocket education and healthcare costs, 
then households will have additional disposable income for other child-related expenses 
such as food and clothes. In this regard, Figure 58 compares the out-of-pocket education 
and healthcare expenses calculated from the L2CU Survey with the proposed annual 
values for the child benefits under the various reform options.

Source: Own calculations.

Figure 58. Annual child benefit values in relation to household out-of-pocket expenses
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The value of the child benefit under Option 4 compares poorly to the out-of-pocket 
expenses, barely enough to cover education costs for those households in quartiles 1 and 
2. The value of the child benefits under options 1 and 2 are better, but still insufficient to fully 
cover households’ out-of-pocket education costs as well as two medical visits per annum. 
Hence, options 1 and 2 may still leave households with a difficult set of prioritisation 
decisions between schooling, healthcare visits, or other consumption expenditure. Option 
3 appears to be preferable, as it provides sufficient income for households across the 
quartiles to cover all their children’s education costs, two healthcare visits per annum, and 
also some other consumption expenditure.

As per the theory of change in Figure 38, the child benefit reforms – notably Option 3 
because of its higher value – will be associated with a range of associated benefits. 
Unfortunately, these benefits cannot be quantified at this stage, given a lack of monitoring 
and evaluation evidence as discussed in Section 3. However, they should at least be 
recognised among the potential benefits of implementing the child benefit reforms. 
Included in the estimated productivity gains are the benefits associated with health, 
education and nutrition. However, there is a wider set of potential benefits that include:

 ♦ Higher levels of savings and investments by households, reducing their 
vulnerability to shocks.

 ♦ Reduced likelihood of risky social behaviours among older children, such as 
addiction and early pregnancy.

 ♦ Reduced likelihood of households needing children to work to earn additional 
income.

 ♦ Additional time available to adults/caregivers for work or leisure.

 ♦ Improved access for households to credit.

 ♦ More stable family structures.

7.2.3 Reduction in the poverty headcount
Referring to Section 5.2, reducing the poverty headcount is a key benefit of implementing 
one of the child benefit reform options. Figure 59 presents the potential reduction in the 
poverty headcount among recipient households that would be brought about by each of 
the reform options. 

As noted in Section 5.2, the value of the benefits under Option 3 would lift all recipient 
households, irrespective of their base income, above 50% of the current median income. 
Moreover, Option 3 would see 92.9% of the respective households living below the minimum 
wage lifted above this particular poverty line. Option 3 therefore represents an impressive 
mechanism for addressing poverty. Although less impressive, options 1 and 2 would still 
go a long way towards addressing poverty by lifting 87.2% of respective households above 
50% of the median income and 65.6% of households living below the minimum wage above 
that threshold. Option 4 has the lowest impact on poverty. It would raise 74.0% of recipient 
households above 50% of the median income and 42.4% of households living below the 
minimum wage above that threshold. Hence, from a poverty remediation perspective, 
Option 3 is a highly attractive option, followed by options 1 and 2.
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7.2.4 Reduction in income inequality
The World Bank (2016) explains that inequality in Uzbekistan is low by international and 
regional standards, with a Gini coefficient of 28.8% in 2013. Nevertheless, consumption per 
capita of the bottom 40% was less than half that of the top 60%, and average consumption 
was higher by a factor of six between the bottom 10% and the top 10% of the population. As 
such, progress towards reducing this gap would be an important benefit of implementing 
one of the proposed child benefit reforms. 

Before any of the potential future productivity gains for the child benefit recipients are 
considered, which should serve to further reduce the income gap between quartiles, the 
reform options are associated with an immediate reduction in income inequality. As noted 
in section 5.3, Option 3 has the greatest impact and would serve to reduce the gap between 
quartiles 1 and 4 mean incomes by 3.3%, which is significant for a single intervention. This 
impact falls to 2.2% for options 1 and 2, and to 1.7% for Option 4.

7.2.5 Raising the productivity of future workers
Over the long term, the most important benefit of implementing the proposed reforms 
to the child benefits system is the impact the reform may have on labour productivity. 
Figure 60 compares the cost of the child benefit reform options with the potential labour 
productivity gains, which were discussed in Section 3. The productivity gains per quartile 
were generated according to the data in Figure 42, which indicates the proportion of 
households in each quartile that would shift to the next (more productive) quartile as a 
result of the child benefit allocations. These potential productivity gains associated with 
each of the reform options are compared with the cost of the relevant reform option. 
Amongst the main findings is that all of the reform options appear to offer a positive return, 

Source: Own calculations.

Figure 59. Reduction in poverty headcount among recipient households
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with the potential benefits in terms of higher productivity surpassing the associated costs. 
Moreover, all reform options cross this breakeven point – where benefits exceed costs – 
with only recipients in quartiles 1 and 2 considered. Once recipients in quartile 3 are added, 
the potential benefits far exceed the costs. This signals that all the reform options are 
feasible investment options.   

Source: Own calculations.

Figure 60. The cost of the child benefit reform options vs the potential productivity gains 
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Table 14 combines the estimated output gains and costs associated with each reform 
option to present the respective estimated net returns. Importantly, all of the reform options 
offer positive net returns. This finding is critical, as it suggests that all of the reform options 
reflect an improvement on the current situation, and thus any of the options would be a 
positive change. However, should the government be able to find the necessary resources 
(discussed further in Section 8), then the most preferable option in terms of net return is 
Option 3, which generates a potential net return of 1.6% of GDP once fully implemented.  

Table 14 Estimated net return from the reform options once fully implemented

Source: Own calculations.
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However, the nature of the child benefits is that they are an investment in the productivity 
of the future labour force. This means that the productivity gains will only be realised once 
the recipient children join the labour force. In the meantime, the annual costs of the child 
benefits system will accumulate. This relationship is shown in Figure 61, which compares 
the cumulative cost of the child benefits system (in the form of Option 3) in relation 
to the expected potential productivity gains. The expected future point at which these 
two variables intersect represents the start of the pay-back period, where the potential 
productivity gains from implementing the reform option surpass the cumulative cost of 
the system to that date. The productivity gains from Option 3 are only realised from 2034 
onwards, once the first recipients of the benefit reach working age. From this point, the 
potential productivity gains from Option 3 will grow exponentially and begin offsetting the 
cumulative cost of the reform option. As such, reforms to the child benefit system will not 
realise net gains through just productivity gains until after 2050. However, Option 3 will pay 
itself off over the long-term. It is also important to keep in mind the other benefits of the 
reforms mentioned in the preceding sections.

Figure 61 The payback period for the investment in Option 3 through productivity gains

7.3 Summary of the cost-benefit analysis findings 
From the perspective of developing an investment case to reform the child benefits system, 
the following findings from the cost-benefit analysis are relevant:

 ♦ All reform options generate positive net returns, with Option 3 being the most 
favourable. The respective potential net returns are:

 • 1.6% of GDP for Option 3;

 • 1.4% of GDP for options 1 & 2;

 • 1.1% of GDP for Option 4.

Source: Own calculations.
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 ♦ Option 2 supports the highest number of child beneficiaries, followed by options 1 
and 3. Option 4 would reach the fewest.

 ♦ Option 3 is the only option that fully covers child-related out-of-pocket expenses, 
and furthermore, allows room for other consumption expenditure. The other 
options are thus likely to be plagued by similar issues to the current system, where 
the benefits are too low to cover out-of-pocket expenditures on education and 
health, forcing households to prioritise between education, health care and other 
consumption expenditure. 

 ♦ Option 3 makes the highest contribution to household income. This income 
support is even significant for relatively affluent quartile 3 households. 

 ♦ All reform options would reduce the poverty headcount. Option 3 would lift all 
recipient households, irrespective of their base income, above 50% of the median 
income. Option 3 would also lift 92.9% of the households living below the minimum 
wage above this measure of poverty.

 ♦ All reform options are associated with an immediate reduction in income inequality. 
Option 3 has the greatest impact, reducing the gap between the quartiles 1 and 4 
mean incomes by 3.3%. This impact falls to 2.2% for options 1 and 2, and just 1.7% 
for Option 4.

 ♦ All reform options appear to be relatively affordable. Even the most expensive 
option, Option 3, would put Uzbekistan below the Europe and Central Asia regional 
average social assistance spending on children of 2.2% of GDP in 2018.
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8. FISCAL SPACE TO FUND  
THE REFORM OPTIONS

The aim of this section is to explore opportunities to create fiscal space to fund the child 
benefits system in Uzbekistan. The basic idea is that, in creating or finding fiscal space, 
additional resources can be made available for forms of meritorious government spending, 
i.e. increased child benefits. The objective is also to match the child benefits system with 
potential funding sources such as increased revenue, reprioritisation of expenditures or 
debt financing, bearing in mind that the child benefits are essentially an investment in the 
productivity of the future workforce.

8.1 FISCAL SPACE ANALYTICAL FRAMEWORK
Peter Heller (2005), then Deputy Director of the IMF Fiscal Affairs Department, defined fiscal 
space as “the availability of budgetary room that allows a government to provide resources 
for a desired purpose without any prejudice to the sustainability of a government’s financial 
position.” A 2006 World Bank-IMF report defined fiscal space as “the gap between the 
current level of expenditure and the maximum level of expenditures a government can 
undertake without impairing its solvency”.

The basic idea is that, in creating or finding fiscal space, additional resources can be made 
available for some form of meritorious government spending. The incentive for creating 
fiscal space is strengthened where the resulting expenditure would boost medium-
term growth and perhaps even pay for itself in terms of future government revenue or 
expenditure savings. Initially, the focus was on whether fiscal space could be created to 
fund infrastructure. Later the focus broadened, with many in the World Bank, UN agencies, 
the bilateral donor community and NGOs arguing that current spending on health and 
education also has a valid claim on any available fiscal space because such outlays 
contribute to developing human capital and, therefore, can pay for themselves over the long 
term. Subsequently, the search for fiscal space became a key mechanism for exploring 
options to fund the realisation of the Millennium Development Goals (MDGs) and now the 
SDGs – particularly those that relate to children.

The choice of what gets funded from fiscal space is as important as the choice of 
interventions required to create the fiscal space. This is because certain interventions offer 
greater returns to the fiscus than others over the short-, medium- and long-term. Note, 
the emphasis is on returns to the fiscus, as opposed to returns to society or returns on 
investment (though they often overlap). This requires a different kind of analysis to the 
standard cost of inaction study that seeks to quantify the total discounted economic 
cost of allowing the status quo to continue. The focus needs to be on identifying specific 
interventions or development objectives that, if funded from the fiscal space created, will 
set in motion a virtuous cycle leading to greater fiscal space in the medium- to long-term, 
and so greater fiscal sustainability.
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The generic fiscal space diamond is presented in Figure 62. It is widely used to frame 
discussions regarding fiscal space, as it shows the four pillars that constitute the 
recommended avenues to secure fiscal space. However, it gives an over-simplified picture 
that runs the risk of misdirecting analysis and interventions aimed at creating fiscal space. 

The fiscal diamond identifies four recommended sources of fiscal space: official 
development assistance, domestic revenues mobilisation, reprioritisation and efficiency of 
expenditures, and deficit financing. But this list is incomplete – other key sources of fiscal 
space include public private partnerships and the privatisation of state assets. 

The area of the diamond represents the aggregate potential fiscal space available in a 
country through each pillar. This approach conceptualises fiscal space as the “room” 
available to, or the “gap” attributable to, different forms of fiscal under-performance. Moving 
from this understanding, authors of fiscal space studies generally develop a macro-model 
for forecasting fiscal space in a country under different scenarios, developing scenarios for 
“correcting the fiscal under-performance” related to each of the above pillars. The reliability 
of such forecasting models depends heavily on the rigour of the exercise, the quality of 
the macroeconomic and fiscal data, and the existence of predictable relationships between 
variables. Given the scope of this exercise, we limited our analysis to identifying areas of 
the fiscal space diamond that are the most likely sources for the additional funding required 
for the child benefits system, without proving a specific quantum for how much funding 
each area might generate.  

The analysis also acknowledges the fundamental differences between the sustainability 
of different fiscal funding sources – deficit financing is not the same as increased tax 
revenues, and both differ from development assistance. In particular, the case for borrowing 

Source: World Bank, 2007.

Figure 62. Generic fiscal space diamond
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becomes more, or less, persuasive in the long term, depending on the development 
payback from such borrowing. It is therefore important to match funding sources to 
suitable interventions, taking into consideration the cost of funding and the sustainability 
of the funding.

8.2 MACROECONOMIC CONTEXT
Figure 63 illustrates that over the past ten years, Uzbekistan’s GDP has grown seven times, 
with an annual real growth rate of between 5% and 8%. The market-oriented government 
reform plan started in 2016, leading to structural changes in economy that first resulted in 
decreased GDP growth in 2016/17 before an increase in 2018/19. A surge in investment 
and rising consumption drove GDP growth over the past three years. Due to COVID-19, the 
GDP growth rate was expected to decline to 1% by the end of 2020. However, Uzbekistan 
was also expected to be the only country in the Central Asia region with positive growth in 
2020. 

Source: Ministry of Finance.

Figure 63. Real GDP growth, 2010–2019 (actuals) and 2020–2023 (forecasts)

The government’s forecast for GDP growth over the medium term is optimistic, with an 
annual real growth rate of between 5% and 6%. This strong growth is due to the continuation 
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privatisation of state-owned enterprises. This robust economic outlook is important, as it 
will help to generate the necessary tax revenue to finance the child benefits system. 

This robust economic growth outlook is further supported by Figure 64, which presents 
the sectoral composition of Uzbekistan’s GDP. In 2020, GDP was comprised of agriculture, 
forestry and fishery (30%), industry (28%), construction (7%) and services (36%). The 
dominance of the agriculture and service sectors has gradually been eroded by the industry 
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within agriculture, industry and construction. This fairly even split of GDP between three 
different sectors is critical, as it provides diverse sources of output and lowers the risks 
that growth is negatively affected by fluctuations in business cycles.  

Source: State Statistics Committee; Ministry of Finance.

Figure 64. Sectoral composition of GDP, 2010–2019

8.3 DOMESTIC REVENUE MOBILISATION
Figure 65 reveals that at 19.0% of GDP in 2018/19, tax revenue as a share of GDP in 
Uzbekistan was above the average for the East Central Asia (ECA) region and lower middle-
income countries. However, Uzbekistan has lower tax revenue as a share of GDP than other 
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profit tax, personal income tax and the social tax at 12.0%. Despite the lower tax rates, 
the reforms resulted in improved compliance, and tax revenues increased in 2019/20, as 
shown in Figure 66. The government also began transforming the customs systems.
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Source: Ministry of Finance.

Figure 66. Tax revenue per tax category, 2010–2019 (actuals)  
 and 2020–2023 (forecasts)

Source: State Statistics Committee; Ministry of Finance.

Figure 65. General government revenue as a percentage of GDP relative to comparators,  
 2018/19
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However, Uzbekistan has a high level of tax expenditures. These are repaid tax revenues 
due to exemptions and incentives on VAT, income taxes and customs duties. In 2018, tax 
expenditures amounted to 6.4% of GDP, or 36.6% of total tax revenue. Although the level 
of tax expenditures would have changed somewhat due to the ongoing tax reforms, the 
amount remains significant and greater than the cost of any of the child benefits system 
reform options. It is therefore possible that reducing tax expenditures is a feasible option to 
help fund the child benefits system, perhaps through the reduction or elimination of certain 
company- or sector-specific tax incentives. This is therefore identified as an area for future 
research.

There is also a high degree of informality in the Uzbekistan labour market, with Table 16 
showing that approximately 60% of employed workers are engaged in the informal sector 
(ILO, 2020). Similarly, the level of the shadow economy is also high, at about 50% of GDP. 
This serves to take workers out of the personal income tax net, thereby negatively affecting 
tax revenue. So, the measures taken by the government to increase formal employment 
and decrease the shadow economy may create some additional room to help fund the 
child benefits system.

The government’s current policy position, as exhibited through these tax reforms, is 
to reduce and simplify tax burdens, thereby boosting tax compliance and stimulating 
economic activity. Given this position, it is unlikely that higher rates on any of the tax 
instruments listed in Table 15 would be a viable means to generate additional funds for the 
child benefits system. 

Tax instrument
Tax rates (%)

2005 2010 2015 2016 2017 2018 2019 2020 2021

Corporate profit tax 15 9 7.5 7.5 7.5 14 12 15 15

Personal income tax

lowest band 13 11 8.5 7.5 7.5 7.5 12 12 12

highest band 30 22 23 23 23 22.5 12 12 12

number of bands 3 3 3 4 4 4 0 0 0

Social contribution by employees 2.5 4 7 7.5 8 8 0 0 0

VAT 20 20 20 20 20 20 20 15 15

Unified tax for micro/small firms

manufacturing 13 7 5 5 5 5 4 4 4

agriculture 6 6 6 5 5 5 4 4 4

Unified social payment 31 25 25 25 25 25 12 12 12

Dividend tax 15 10 10 10 10 10 5 5 5

Property tax 3.5 3.5 4 5 5 5 2 2 2

Source: Ministry of Finance.

Table 15. Tax instruments and rates
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Source: Ministry of Finance.

Table 16. Economically active population, 2020

Indicators People (thousands) % of employed

Economically active population 14,570

Employed 13,220

    Employed in the formal sector 5,317 40.2%

    Employed in the informal sector 7,903 59.8%

Unemployed 1,350

Economically inactive population 4,223

The government also launched an extensive reform in 2020 aimed at privatising state 
property and assets (Decree of President of the Republic of Uzbekistan of October 27, 2020 
No. PD-6096). This reform includes the incorporation of good corporate governance into 
the activities of state enterprises and the sale of state-owned enterprises, commercial 
banks and state properties. While the scale of this privatisation and the estimated revenue 
are not publicly available, it is likely to be significant given the large share of capital the 
state has in these enterprises. In fact, in terms of the volume of shares (face value) the 
state holds in joint stock companies, the state-owned enterprises amount to US$ 12 billion, 
or 22.0% of GDP in 2021 (Central Securities Depository of Uzbekistan, 2021). As such, 
privatisation of these enterprises could contribute to the medium- to long-term funding 
for the child benefits system. However, the non-recurrent nature of privatisation proceeds 
means this is not a sustainable funding source.

8.4 DEFICIT FINANCING
Long-term deficit financing is typically reserved for capital expenditures rather than non-
conditional recurrent cash transfers. However, the child benefits system is closely aligned 
with government policies and, in fact, represents a sustainable investment. Expenditures 
on this system are seen as investments intended to lower poverty, reduce inequality and 
improve the nutrition, health and education outcomes of the country’s future workforce.

Figure 67 shows that public debt was relatively stable until 2016, reaching only 11.6% of 
GDP. As part of the government’s reform agenda launched in 2016, efforts to attract higher 
levels of foreign investment increased public debt from USD 9.5 billion in 2016 to USD 22.8 
billion in 2019. This saw the share of internal public debt decrease from 32% in 2013 to 
11% in 2019. This high growth in external public debt is expected over the medium-term to 
finance infrastructure projects and social programmes. This presents two possible options: 
either a portion of these funds could be directed to the child benefits system, or funds could 
be freed up for the child benefits system from other sectors that receive debt finance. 
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For the first time in its history, Uzbekistan placed sovereign Eurobonds amounting to  
USD 1 billion in 2019, and a further USD 0.6 billion in 2020. In addition to foreign-currency 
denominated government bonds, the government placed its bonds in the international 
market in local currency for UZS 2 trillion in 2020 (USD 200 million). This gives a positive 
signal about the confidence and trust of international investors in the government and 
economy of Uzbekistan. It should be noted that the government plans to increase the share 
of local currency-denominated bonds from 25% to 40%. These plans provide a quantum 
for the additional fiscal space that will be created by issuing government bonds in local 
currency.

The 2019 Debt Sustainability Analysis jointly conducted by the IMF and World Bank 
suggests that the country’s debt indicators are robust to a range of adverse shocks. In 
2019, the government introduced limits for new external loans and an indicative ceiling 
at the level of 55% of GDP. It is expected that this ceiling will be raised to 60% of GDP in 
2020. With these estimated sustainable debt ceilings in mind, Figure 68 illustrates that the 
government forecasts that public debt will only reach 48.5% of GDP by 2023. That is well 
below the established safe public debt level. This leaves some additional borrowing space 
with which to contribute to financing the reforms to the child benefits system. However, 
there is a long time between investing in child benefits and realising an economic return in 
the form of higher productivity, so any debt used to finance the child benefits system should 
be long-term (at least 30 years) and on concessionary terms, generally only available from 
international development finance institutions such as the World Bank. 

Source: Ministry of Finance.

Figure 67. Internal and external public debt, 2013–2019 (actuals)  
 and 2020–2023 (forecasts)
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Figure 68. Actual and safe public debt levels, 2013–2019 (actuals)  
 and 2020–2023 (forecasts)

8.5 REPRIORITISATION AND EFFICIENCY  
OF EXPENDITURE

Nominal government expenditure on child benefits was relatively stable at UZS 1.0–1.2 
trillion from 2010 to 2018. Despite the significant increase in child benefit allocations in 
2019 and 2020, the share of child benefits in total government expenditure fell from 7.2% 
in 2010 to 1.7% in 2019. It is projected that the share of child benefits in total government 
expenditure will still only reach 2.5% in 2021. This trend signals that other expenditures 
have been prioritised over the child benefits system.

Figure 69. Expenditure on child benefits, 2010–2019 (actuals)  
 and 2020–2021 (forecasts)

70%

60%

50%

40%

30%

20%

10%

0%

11.4% 11.0%
14.1%

19.7%

30.1% 30.5%

39.0%

12.0%

44.9%
47.3% 48.5%

P
e

rc
e

n
t 

o
f 

G
D

P

2013 2014 2015 2016 2017 2018 2019 2020

(exp)
2021

(pr)
2022

(pr)
2023

(pr)

Public Debt to GDP Safe public debt level

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

(exp)
2021

(pr)

4 500

4 000

3 500

3 000

2 500

2 000

1 500

1 000

500

0

% of total government expenditure

7.2%

3.4% 3.3%

2.5%

2.2%

3.9%

Child bene� t expenditure

S
o

m
 (

m
il

li
o

n
s

)

8%

7%

6%

5%

4%

3%

2%

1%

0

%
o

f 
to

ta
l 

g
o

v
e

rn
m

e
n

t 
e

x
p

e
n

d
it

u
re

5.8%
5.3%

1.7% 1.7%

2.2% 2.5%

Source: Ministry of Finance.

Source: Ministry of Finance.



The Investment Case for Reforming the Child Benefits System in Uzbekistan100

Source: Ministry of Finance.

Figure 70. Capital public expenditure, 2010–2019 (actuals) and 2020–2021 (forecasts)

Figure 70 indicates that capital expenditure increased from 6.4% of total government 
expenditure in 2010 to 14.1% in 2020. Over this same period, government capital 
expenditure grew from 1.2% of GDP to 3.3% of GDP. This expansion in capital expenditure 
reflects the government’s policy to make large investment in productive assets. The 
increased share of investment relative to current expenditure is promising in terms of good 
financial management practices, which warn against too much recurrent expenditure and 
promotes long-term investments for fiscal stainability.   
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Continuing the discussion of an optimal expenditure mix, Figure 71 compares the growth 
in public sector wages 7 versus consumer price inflation (CPI). Ideally, you want to see 
wages keeping pace with, or only slightly outpacing, CPI. However, public sector wages 
grew faster that CPI for all years except 2017, when CPI rose sharply due to liberalisation 
of the currency regime and elimination of government price controls for selected products 
and services. The government introduced a policy to significantly increase public sector 
wages from 2017, but had to reallocate the budgeted bonuses and planned wage increases 
in 2020 to address COVID-related priorities. Although the 2021 data are not yet available, 
it is expected that the previous trend will continue, and growth in public sector wages 
will exceed CPI. If these year-on-year real increases in the public sector wages can be 
controlled, then the savings could be reprioritised to help fund the child benefits system.

7 Due to unavailability of data for public sector wages, the average wages in the education and 
healthcare sectors are taken for the whole public sector. The reason for this is the fact that those engaged 
in the education and healthcare sectors constitute approximately 70% of public sector employees.
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8.6 OFFICIAL DEVELOPMENT ASSISTANCE
Figure 72 reveals that official development assistance (ODA) to Uzbekistan increased from 
0.42% of GDP in 2010 to 1.07% of GDP in 2018. ODA is received for traditional sectors, 
including social infrastructure, economic infrastructure and production. The health and 
education sectors are the main recipients within social infrastructure, but there is no 
available data on ODA for child benefits. It is important to highlight the similar magnitude 
of ODA and the child benefits system reform options. It is therefore feasible that redirecting 
ODA could be explored as a potential co-funding source for the child benefits system 
reform options, especially for setting up the administrative and monitoring and evaluation 
systems required, and possibly contributing the initial funding of benefits, provided there is 
an explicit agreement that the government will take over the funding at a specific date in 
the future.  

Figure 71. Growth in public wages vs CPI, 2010–2019 (actuals)  
 and 2020–2023 (forecasts)

Figure 72. ODA and child benefit expenditure, 2010–2019 (actuals)  
 and 2020–2021 (forecasts)

Source: World Bank/Ministry of Finance

Source: State Statistics Committee
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8.7 FISCAL SPACE SCENARIOS
Drawing from the above analyses of the primary alternative financing mechanisms for the 
child benefit reforms, we have produced a series of hypothetical fiscal space scenarios 
presented in Figure 73 to Figure 81. The scenarios represent different combinations of the 
three financing mechanisms that could be adopted to fund Option 3, being the preferred – 
but also the most expensive – reform option. 

The scenarios are split into public expenditure, revenue and debt categories. For each 
category, the respective financing mechanism is first championed and then combined 
with lesser contributions from the alternative financing mechanisms. The purpose of these 
scenarios is to firstly understand the financing burden of the child benefits system reform 
options, focusing on Option 3. Secondly, the scenarios indicate whether the reform options 
are fiscally feasible, and the degree to which they are expected to affect the fiscus. Thirdly, 
the scenarios indicate which sources of funding are feasible and how these might be 
combined to fund the reforms to the child benefits system.

8.7.1 Public expenditure-focused scenarios
The first series of fiscal space scenarios focus on public expenditure. The first option is 
to finance the child benefits system reforms through reprioritising other state expenditure. 
Figure 73 demonstrates the proportion of state expenditure that would need to be 
reprioritised annually to fund Option 3. The value of reprioritised expenditure increases from 
4.1% of state expenditure in 2020 to 6.9% in 2034 as the child benefits system is expanded 
to the full target recipient group. While it may be possible to reprioritise this volume of 
expenditure, it would require a very high degree of political will. The rationale behind such 
extreme reprioritisation would largely rest on the argument that the budgets in other areas, 
such as healthcare, would be eased by a strong child benefits system.

The next option (see Figure 74) is to assume that the funding that would have been 
made available annually for the existing child benefits system can be reprioritised 
towards to the reformed child benefits system. This is a sensible assumption, especially 
given the government’s MTEF budgeting system. Were this to happen, then the amount 
of supplementary funding that must be generated through reprioritising other state 
expenditure falls dramatically – especially in the initial years when the reform option is still 
being scaled up. Were these two expenditure-based options applied in combination, the 
government would need to reprioritise just 0.9% of other state expenditure in the first year, 
growing to 5.4% of state expenditure once the reform is fully implemented. This is much 
more manageable and politically feasible than the option presented in Figure 73.
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Source: Own calculations

Figure 73. Financing Option 3 through expenditure reprioritisation

Figure 74. Financing Option 3 through expenditure reprioritisation and reallocation

Source: Own calculations
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8.7.2 Public revenue-focused scenarios
This series of fiscal space scenarios focus on public revenue, covering both tax and non-
tax revenue. Figure 75 shows how varying degrees of revenue increases compare to the 
funding needed for the child benefits system reforms. To fund Option 3 will require an 
average annual increase of 1.5% in GDP to generate the required revenues. Revenues 
generated by a 1.0% increase in GDP will be sufficient to fund the first four years of the 
child benefits system reforms, after which the recipient cohort grows beyond that scope. 
Financing the child benefits system reforms strictly through the revenue mechanism would 
shift Uzbekistan’s revenue-to-GDP ratio from roughly average to among the highest of its 
peer countries. This is a large ask that would require significant political will, especially 
given the government’s current efforts to streamline the revenue system.

Figure 76 indicates the additional public revenue required to fund Option 3 if it is assumed 
that the funding for the existing child benefits system can be redirected towards the 
reformed child benefits system. If this is the case, then the average additional annual 
revenue requirement declines from 1.5% of GDP to 1.0% of GDP. Although still high, that 
is a 33% reduction and thereby repositions revenue as a possible, but still unlikely, primary 
funding source for the reformed child benefits system.

Source: Own calculations

Figure 75. Financing Option 3 through increased public revenues
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This position – that revenue is an unlikely primary financing mechanism for the child 
benefits system reform – is based on the analysis shown in Figure 77 below, which 
demonstrates the proportional increase in public revenue required to fund Option 3 with 
and without the reprioritisation of the allocations for the current child benefits system. 
Without any expenditure reprioritisation, the current public revenue collections would need 
to grow by 4.1% in 2020 and 6.6% in 2034. That is a significant proportional increase in 
public revenue that must be sustained over the roll-out of the child benefits system, which 
largely rules out once-off non-tax revenue sources (like the privatisation of state-owned 
enterprises). Even with the reprioritisation of the allocations for the current child benefits 
system, public revenue will need to increase by 5.4% over the long term. 

Source: Own calculations

Source: Own calculations

Figure 76. Financing Option 3 through increased public revenues  
 and expenditure reallocation

Figure 77. Marginal increase in total public revenue  
 with/without expenditure reallocation
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The most probable revenue-based financing scenario is shown in Figure 78. This scenario 
combines the reprioritisation of other state expenditure, which could be reduced through 
the reprioritisation of the allocations for the current child benefits system, with an increase 
in revenue to finance Option 3. The modelled annual increase in revenue is 0.5% of GDP, 
which is low enough to be practically feasible. Given this increase in revenue, 2.7% of state 
expenditure must also be reprioritised in 2020 to cover the costs of Option 3, falling to 2.4% 
in 2034. This combination of financing mechanisms presents a potentially reasonable 
increase in revenue at the same time as a feasible reprioritisation of state expenditure.

Source: Own calculations

Figure 78. Financing Option 3 through increased public revenues, expenditure  
 reallocation and expenditure reprioritisation

8.7.3 Public debt-focused scenarios
This series of fiscal space scenarios focus on public debt. Figure 79 presents the scenario 
were Option 3 financed completely through deficit financing. Under this scenario, the child 
benefits system reform would singularly drive the debt level up from the current level of 
39.0% of GDP in 2020 to 58.1% of GDP in 2034. This is only marginally below the safe level 
of public debt, which the IMF estimates to be around 60.0% of GDP. This financing scenario 
is infeasible, as it means that the entirety of fiscal space available through deficit financing 
will be absorbed by a single programme. As such, to cover the financing needs of building 
additional public infrastructure as well, the government would be required to run a positive 
budget balance or, alternatively, breach the estimated safe level of public debt.
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Figure 80 presents the outcomes if public debt is supplemented as a financing mechanism 
for Option 3 with the reprioritisation of the allocations for the current child benefits system. 
While this combination goes some way to easing the burden placed on public debt, the 
debt level still rises from 39.0% of GDP in 2020 to 55.7% of GDP in 2034. That is only 4.2% 
of GDP below the estimated safe level of public debt. Hence, this scenario still leaves too 
little fiscal space within public debt to be publicly and politically feasible to implement.

Source: Own calculations

Source: Own calculations

Figure 79. Financing Option 3 through increased public debt

Figure 80. Financing Option 3 through increased public debt and  
 expenditure reallocation
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The final fiscal space scenario combines public debt with reprioritisation of the allocations 
for the current child benefits system, reprioritisation of 2.0% of other state expenditure, 
and a 0.5% of GDP increase in public revenue. Importantly, the increase in revenue, along 
with the expenditure reprioritisation, is sufficient to fully cover the first seven years of the 
child benefits system reform. From 2027, public debt begins to gradually increase as the 
child benefits system reform reaches full coverage. However, the increase in public debt 
is limited to 49.3% of GDP by 2034. That is a potentially feasible financing scenario, as it 
leaves some fiscal space to accommodate annual budget deficits, which are likely under 
the currently strained macroeconomic environment due to global pressures associated 
with COVID-19.

Source: Own calculations

Figure 81. Financing Option 3 through increased public debt,  
 expenditure reallocation and public revenue
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 ♦ Uzbekistan has a robust economic outlook supported by diversity in the sectoral 
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reforms, is to reduce tax rates and simplify the tax system. As such, it is unlikely 
that additional fiscal space can be found through higher tax rates to finance the 
child benefits system. 

 ♦ The most likely sources of fiscal space within the revenue system are: 1) lower 
levels of tax expenditures; 2) privatisation of state property and assets; and 3) 
formalisation of the labour force and economy to bring more workers into the 
personal income tax net. These measures should be investigated further, as their 
potential quantum are significant in relation to the child benefits system. 

 ♦ Uzbekistan’s public debt is at relatively low levels and below the “safe” level of 
public debt estimated by the IMF and World Bank. There has also been robust 
demand for the country’s foreign and local currency-denominated debt issuances. 
Given the investment nature of the child benefits, it is possible that the reforms to 
the child benefits system could be partly financed through higher levels of public 
debt, which will ultimately be paid off by a more productive future workforce. 

 ♦ The share of child benefits in total government expenditure has fallen significantly 
since 2010. Recent expenditure trends suggest that the government is reorientating 
towards a more investment-based expenditure profile. Although the government 
introduced a policy in 2017 to significantly increase public sector wages, if this 
could be tempered – in line with the policy to increase investment expenditures 
– it could create significant fiscal space from which to finance the child benefits 
system.

 ♦ Given the similar magnitudes of ODA to Uzbekistan and the child benefits system 
reform options, development assistance could potentially partly finance the reform 
to the child benefits system, particularly in setting up the administrative systems.

 ♦ From the fiscal space scenarios, it seems that no single financing mechanism is 
sufficient to feasibly fund Option 3. To do so would require one of the following 
outcomes:

 • 6.9% reprioritisation of other state expenditure by 2034;

 • 1.5% of GDP increase in public revenue; or

 • Increase in public debt to 58.2% of GDP by 2034.

 ♦ There are many potentially feasible ways to combine alternative levels of public 
expenditure reprioritisation, revenue and debt to finance Option 3. One such 
hypothetical combination explored in this report is:

 • reprioritisation of the allocations for current child benefits system;

 • reprioritisation of 2.0% of other state expenditure per annum;

 • 0.5% of GDP increase in public revenue per annum; and

 • increase in public debt to 49.4% of GDP by 2034.  
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9. CONCLUSION:  
THE INVESTMENT CASE 
FOR REFORMING THE CHILD 
BENEFITS SYSTEM

Uzbekistan is at a critical point in its development. Currently the country is at an early 
population transition stage, characterised by a low child dependency ratio and a higher 
share of working-age population. But this situation is forecast to change in 2048, when 
dependency ratios will begin to increase. As such, there is a limited, and decreasing, window 
in which to leverage the opportunities presented to realise the benefits of a demographic 
dividend. 

One of the most important investments the country can make is in its children. They 
represent the upcoming swell in the working-age population, and investing in them now will 
ensure that the future workforce of the country is healthy and equipped with the necessary 
skills to be productive and able to build the economy. However, the current child benefits 
system is plagued by several funding-related challenges that mean it has not had a clear 
impact on improving the human capital of children.

This report reviewed the proposed reform options for the child benefits system. Table 17 
presents a multi-criteria analysis of the reform options. The reform options are scored 
based on the specific outcome for each indicator relative to the average outcome across 
the reform options. The selected indicators are a combination of the benefit and cost 
variables analysed in previous sections.

Based on the comparisons of the indicators in Table 17, Table 18 calculates a total score 
for each option. The average score for each indicator is assumed to be 10, from which 
the outcome relative to the average from Table 17 is added or subtracted, depending on 
whether the option is above or below the average. The following table sets out the results 
of this scoring:
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Table 17 Multi-criteria analysis of the reform options

*    % reduction in the income gap between the mean household income in quartiles 1 and 4
**   % of households living below the minimum wage lifted above this poverty line
***  benefits as % of Quartile 1 households’ average out-of-pocket expenditures on education and 
healthcare

Source: Own calculations.
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The results of this multi-criteria analysis exercise confirm the key findings of the cost-
benefit analysis – that Option 3 is the most favourable reform option. The next favoured 
options are options 1 and 2. Despite its low cost, Option 4 is the least favourable due to 
its limited benefit values and coverage. To summarise, the main arguments in support of 
Option 3 are as follows:

 ♦ Option 3 jointly reaches the highest number of children.

 ♦ Option 3 pays the highest-value child benefit to recipients.

 • The value of this benefit is sufficient to cover out-of-pocket household 
expenditures on basic education and healthcare, which is a critical hurdle 
threshold.

 � Because the other options do not fully cover these out-of-pocket expenses, 
they are likely to be plagued by similar issues to the current system, where 
households are forced to make trade-offs between education, healthcare 
and other consumption expenditure.

 • The value of this benefit is sufficient to cover a proportion of other household 
consumption expenditure, which should improve the nutritional status of 
children.

 • The value of this benefit has the most significant impact on poverty, reducing 
the poverty headcount among recipients by 100% when measured against 50% 
of the median income, and by 92.9% when measured against the minimum 
wage.

 • The value of this benefit will reduce income inequality by 3.3%, measured as 
the gap between the mean income in quartile 1 versus quartile 4.

 ♦ Option 3 has the greatest potential impact on future labour productivity.

 • The value of the benefit will shift 49.3% of households in quartile 1 into the 
income bands of the current quartile 2, 43.2% of households in quartile 2 up 
into quartile 3, and 17.2% of households in quartile 3 up into quartile 4.

 ♦ Although Option 3 is relatively expensive compared to the other options, it is 
possible that it could be funded through a combination of funding mechanisms.

 • An example of a combined funding stream would include the following 
measures:

 � reprioritisation of the allocations for the current child benefits system;

 � reprioritisation of 2.0% of other state expenditure per annum;

 � 0.5% of GDP increase in public revenue per annum; and

 � increase in public debt to 49.4% of GDP by 2034.
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10. RECOMMENDATIONS: 
CONSIDERING  
THE KEY TRADE-OFFS

The current analysis focuses on the reform options described in Section 4. These options 
were put forward prior to this analysis being done, so their design does not take into 
account the findings of this analysis. This gives rise to the question: are there possibly 
better ways of reforming the child benefits system of Uzbekistan than those currently being 
proposed?

This section provides a brief discussion of some the key factors emerging from this 
analysis. It is recommended that the Government of Uzbekistan, led by the Ministry of 
Finance, should explore the implications of each of these factors in reforming the country’s 
cash-benefits for children.

10.1 TARGETING BENEFITS AND THE EASE  
OF ADMINISTRATION

Hanna and Olken (2018) note that the most common arguments made for universal grant 
programmes include their ease of implementation and low administrative costs, because 
government does not have to verify household income. However, none of the proposed 
child benefits system reform options set out in Section 4 are universal, although they will 
represent an important step in that direction. 

The child benefits system reform options set out in Section 4 all target, at most, 75% of 
children living in poorer households. Hence, the government would still need to implement 
a means test designed to exclude the better-off 25% of households. UNICEF (2019a) 
argues that this is likely to be easier to do “than targeting the poorest children – which is 
impossible to do accurately”. However, the cost of administration involved in targeting 75% 
of children will not differ significantly if the target were set at, say, 50% of children. What 
might differ is the accuracy of the targeting mechanism.

Generally, any targeting mechanism should be designed to ensure that eligible beneficiaries 
are not excluded. This suggests that if the targeting mechanism is based on household 
income, the applicable income threshold should be set at 10% or 15% above the boundary 
income level of the targeted cohort so as to minimise the likelihood of unintended 
exclusions of eligible households. This takes into account the fact that it is difficult to 
determine household income accurately. Although it means that some households above 
the targeted cohort will gain access to the benefits, this is a small cost to pay to ensure 
that as few of the eligible households are excluded as possible. Also, those non-eligible 
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households that are included are likely to be very close to the target threshold, and so 
extending benefits to them will promote the overall effectiveness of the system.

10.2 KEY DESIGN VARIABLES AND TRADE-OFFS
The reform options proposed in Section 4 are built around the age-cohort of children to be 
reached, the percentage of total children to be reached, and the value of the benefits, and 
then the rollout strategy is based on expanding the age-cohort by a year each year. 

In deciding how to move forward, the government needs to consider the trade-offs between 
the different design variables that underpin the child benefits system and the impact they 
are likely to have on its overall affordability. If we assume that the total cost of the child 
benefits system needs to remain constant, then the key trade-offs to consider are set out in 
the following table:

Table 19. Key trade-offs in the design of the child benefits system

Higher 
priority

Lower 
priority Nature of the trade-off

Younger 
children

Older 
children

Younger children stand to gain more from child benefits than older 
children, because of the critical importance of nutrition in the early 
years, as well as access to ECD and preventative health care. This 
is often recognised by allocating higher-value benefits to younger 
children, and by starting with younger children when rolling out 
reforms.

Children 
in poorer 
households

Children in 
better-off 
households

Children in the poorest households are most vulnerable, and 
stand to gain most from income support in terms of improved 
nutrition, access to health care and education opportunities. This 
is recognised by using means tests based on household income to 
target poorer households.

Higher-value 
benefits

Lower-value 
benefits

Higher-value benefits that provide households with reliable income 
support are likely to have a more meaningful impact on households’ 
consumption patterns than lower-value benefits. Indeed, if the 
value of benefits is too low, their impact on household consumption 
patterns will be minimal. 

More rapid 
rollout / 
uptake

Slower 
rollout / 
uptake

If reforms to the child benefits system are rolled out more rapidly, 
it means that more children will benefit, and it will reduce the time 
to when the investment in their human capital will begin to delivery 
productivity returns.

Arriving at an optimal balance between these variables is very difficult. Ultimately, the 
government needs to make a policy choice based on available evidence. The following 
analysis provides an example of how the government might explore the implications of 
these trade-offs on the design of the child benefits.

Figure 58 shows the annual value of the reform options in relation to child-related out-
of-pocket expenses on accessing health care and education. Given that options 1, 2 and 
4 do not provide households with sufficient income to fully cover these expenses, the 
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government may wish to raise the value of the benefits for the most vulnerable households 
by limiting the target group. 

The most vulnerable children typically live in households in quartiles 1 and 2. By adopting a 
stricter poverty target focused on the bottom two quartiles, the government could utilise the 
proposed budget envelopes to greatly lift the value of the child benefits. Figure 82 shows 
the increase in the value of the child benefits for each reform option, where the proposed 
budget envelopes from Table 12 are only allocated to children living in households in 
quartiles 1 and 2. 

Figure 82. Value of child benefits under different beneficiary targeting scenarios, 2020

For Option 4, the annualised value of the UZS 150 000 monthly child benefit (bearing in 
mind that the benefit is only allocated for 6-months) would increase from UZS 75 000 to 
UZS 97 704 if quartiles 1 and 2 are targeted, and UZS 125 573 if just quartile 1 is targeted. 
Although the narrower targeting increases the value of these benefits significantly, they still 
compare badly to the magnitude of the out-of-pocket expenses shown in Figure 31 and 
Figure 58. 

For options 1 and 2, the value of the monthly child benefit would increase from UZS  
145 516 to UZS 188 344 if quartiles 1 and 2 are targeted, and UZS 243 637 if just quar-
tile 1 is targeted. Focusing options 1 and 2 just on just quartile 1 would raise the value of 
the benefit sufficiently to fully cover households’ child-related out-of-pocket expenses and 
also provide for other consumption expenditure. 

If the proposed budget for Option 3 was used to focus on households in quartiles 1 and 2, 
it would increase the value of the monthly child benefit from UZS 218 274 to UZS 282 516,  
and to UZS 365 456 if just quartile 1 children are covered. If the funding available for  
Option 3 was allocated to child benefits for households in quartile 1 only, it would result in 
41.6% of households in quartile 1 experiencing an increase in income that would shift them 
into the income bands of the current quartile 2. This would represent a very remarkable 
reduction in poverty.

Source: Own calculations
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10.3 ROLLOUT STRATEGY –  
ALTERNATIVES TO USING AGE

The rollout strategies of the proposed reform options offer various benefits. Notably, the 
longer- term rollout periods (with full implementation in 2034, 14 years after initiation) 
make the reforms more affordable in the early years. However, such prolonged rollout 
periods are also associated with drawbacks. 

Firstly, because the child benefits are an investment in the future labour productivity of 
children, the longer it takes for beneficiaries to join the labour force, the longer it will take 
to realise the expected productivity gains. It is these productivity gains that will generate 
the output windfalls that will ultimately pay back the amount spent on the child benefits 
system. Hence, the proposed rollout strategy for options 1 and 3, where children aged 
0–2 and 0–3 are initially covered respectively, and then each subsequent age group is 
incrementally included in the following years, means that the first cohort of recipients will 
only formally enter the labour force in 2034. That is a significant waiting period. 

The second issue associated with options 1 and 3, and to a lesser degree Option 2, is 
that they potentially exclude a generation of children from benefits. Those children who 
fall outside of the initial target cohorts, being children 0–2 years for Option 1, 0–7 years 
for Option 2, and 0–3 years for Option 3, will remain outside of the benefit system. This 
omission is due to the fact that the recipient cohort for these benefit options extends by 
one year until full rollout is achieved, meaning that children three years and older for Option 
1, eight years and older for Option 2, and four years and older for Option 3 will not be eligible 
at any stage. Children in these excluded age groups will be at high risk, especially those in 
quartile 1 households, as they will no longer have access to the Family Allowance and will 
also miss out on the rollout of the reformed child benefits system.

These types of impacts are inevitable when rolling out reforms to social protection 
systems. However, adopting alternative rollout strategies could mitigate these impacts. 
Broadly speaking, any rollout strategy should seek to ensure that those children that are 
most vulnerable are reached first. There appear to be four possible variables around which 
a rollout strategy can be designed in Uzbekistan, namely: 

 ♦ An age-based rollout strategy. Logically, younger children stand to gain more from 
child benefits than older children due to the importance of improved nutrition in 
the early years. This is recognised by the current reform options, which propose an 
age-based rollout strategy. The critical variable is the starting-age cohort, which 
is 0–2 years for Option 1, 0–7 years for Option 2, and 0–3 years for Option 3. 
Ideally, the starting age cohort should be as large as possible so as to minimise the 
number of children that are excluded.

 ♦ An income-based rollout strategy. The analysis of the L2CU Survey data divides 
households into income quartiles. A rollout strategy could be designed that 
targets first quartile 1 households, then quartile 2 households and later quartile 
3 household. This rollout approach would reach children in the most vulnerable 
households first.
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 ♦ A geographic-based rollout strategy. Given the regional disparities in household 
income and employment, the government could design a rollout strategy that 
targets the poorest regions first, and then extends the benefits to other regions in 
successive years.

 ♦ A rollout strategy based on the value of the benefits. The value of the benefits 
could start low and increase over time.

The rollout strategy should also be designed keeping in mind the likely rate of uptake by 
eligible households (see discussion below).

The government should explore what combination of the above rollout strategies is likely to 
reach the most vulnerable children most rapidly. For instance, one could start by targeting 
all children 0-9 years in quartile 1 households in the poorest five regions of the country, and 
then expand to the next five poorest regions the following year and the last four regions 
in the third year. From there, eligibility could expand to cover quartile 2 households in the 
fifth year, and then the age cohort could be expanded by a year for the next nine years. And 
then the system could be expanded to reach quartile 3 households. The point is that a wide 
variety of rollout options are possible, and the government needs to choose one that fits 
the local context best. 

10.4 TAKE-UP RATES ARE USUALLY LOWER THAN 
THE NUMBER OF ELIGIBLE HOUSEHOLDS

When evaluating the trade-off between targeting particular cohorts of children and the 
cost/affordability of the child benefits system, it needs to be recognised that the take-
up rates of such benefits is invariably lower than the eligible cohort. A range of factors 
influence the take-up rate, including:

 ♦ the value of the benefits in relation to household income;

 ♦ the targeting mechanism and the ease with which households can gather the 
required information for the applications;

 ♦ the user-friendliness of the application process, particularly the ease with which 
applications can be completed and submitted to the processing authorities;

 ♦ the level of support government provides to households to make the applications;

 ♦ the speed with which applications are processed by the processing authorities; 
and

 ♦ the user-friendliness of the payment processes

If the design of the child benefits system requires households to reapply for the benefits 
at regular intervals, this will drive down take-up rates. It is therefore preferable to design 
systems that only require an initial application process, or that only require new applications 
at specific points in the scheme.
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10.5 RECOMMENDATION ON MOVING FORWARD – 
CONTINUING TO EXPLORE OPTIONS

Reforming social protection systems needs to be done with care. While this analysis 
indicates that Option 3 is the most favourable of the four options proposed, it could well 
be that after considering the different analyses in this report, the government may want 
to explore the costs and impacts of possible alternative approaches to reforming the child 
benefits system, specifically with reference to the different design and rollout variables 
noted above. 

Overall, the types of analysis carried out for this assignment provide a framework for 
thinking about different options for reforming the child benefits system. In addition, the 
costing model developed to cost the reform options set out in Section 4 is a tool designed 
to be used to inform discussions regarding the best way to reform the child benefits system 
in Uzbekistan. In other words, officials can use the tool to explore the cost of further reform 
options, and so develop proposals that best suit the local context.
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11. LESSONS LEARNED

The following generally applicable lessons emerge from this assignment:

1. Designing a social protection system for a country needs to reflect the socio-
economic realities of the specific country. So, while there are good practice 
principles and generally applicable trade-offs that need to be taken into 
consideration, ultimately the design of the system will be informed by the socio-
economic circumstances of households, the fiscal capacity of the country and the 
level of priority the government gives to extending social protection to children.

2. Analysing the impact of social protection benefits requires longitudinal data that 
explores household priorities and the link between higher disposable incomes, 
household choices and the impact on nutrition, health and education outcomes 
over time. 

3. If governments do not provide adequate budgets for the implementation of their 
social protection policies, then implementing agents will be forced to ration the 
benefits either by reducing the value of the grants or the period for which the 
grants are paid. This undermines the effectiveness of the grants.

4. There are real challenges associated with funding a universal cash transfer for 
children given the need to ensure fiscal sustainability, or run the risk of lenders, 
such as the IMF and ADB, using loan conditions to force governments to curtail 
such programmes when faced by difficult fiscal circumstances.

5. When evaluating the cost of reforms to the social protection system, the costs of 
the reform options relative to state expenditure and GDP over the long term are 
sensitive to a wide number of variables that will undoubtedly change. This makes it 
difficult to state with a high degree of certainty whether the proposed reforms are 
fiscally sustainable or not.

6. Multiple factors affect the likely return on the investment in social protection 
grants for children. Many of these factors involve other government services such 
as access to health and education, as well as whether the economy of the future is 
able to absorb the young job seekers so that they are able to realise their potential.

7. In countries where there is extensive and deep household poverty, not implementing 
a social protection system for children undermines the economic future of the 
country. However, the full economic benefits of implementing or reforming a social 
protection system will only begin to be realised once the children that received the 
benefits begin to enter the labour force. The longer the roll-out period, the further in 
the future this will be.

8. Given the cost of social protection systems for children, the fiscal space for 
financing them is most likely to come from multiple areas, and not a single source 
of fiscal space. 
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