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1. INTRODUCTION

The COVID-19 pandemic has affected many countries round the world in a variety of ways. Kyrgyzstan is no
exception. COVID-19 crisis has caused an economic slowdown, and the social protection system of the Kyrgyz
Republic will play a critical role in assisting the poor and vulnerable. The economic consequences of the downturn
caused by the COVID-19 crisis are being felt most severely by the poor and vulnerable households. The expected
high rate of job loss will significantly increase the prevalence and depth of poverty. In the Kyrgyz Republic these
effects are likely to be exacerbated by high rates of informality (60 percent of total employment), self-employment
(35 percent of total employment) and limited coverage of social insurance. Further, the decline in remittances,
(which are equivalent to 30 percent of Gross Domestic Product (GDP) and mostly received by poor households),
combined with higher inflation has eroded households’ purchasing power. In addition, domestic businesses reliant
on the supply of external raw materials will also face supply constraints resulting in lower output and incomes. In
such a context, the social protection system has a crucial role to play both in providing emergency support to
vulnerable households as well as to assist businesses and households during the period of economic recovery.

Towards this, the World Bank, apart from providing financial assistance in managing COVID crisis directly, has
drawn three pronged strategies: (i) strengthening social assistance to the individuals; (ii) support individuals who
has lost their job as a result of the crisis; and (iii) strengthening social fund systems and policies. This project aims
to mitigate the immediate impact of the COVID crisis and economic slowdown on incomes and employment of
those most affected in the short run; and develop resilience, in the long run. The project has been designed based
on the existing social protection policies and programs.

As the COVID-19 crisis is likely to cause a prolonged economic slowdown, and the social protection system of
the Kyrgyz Republic will play a critical role in assisting the poor and vulnerable. The economic consequences of
the downturn caused by the COVID-19 crisis will be felt most severely by the poor and vulnerable households.
The expected high rate of job loss will significantly increase the prevalence and depth of poverty. In the Kyrgyz
Republic these effects are likely to be exacerbated by high rates of informality (60 percent of total employment),
self-employment (35 percent of total employment) and limited coverage of social insurance. Further, the decline
in remittances, (which are equivalent to 30 percent of Gross Domestic Product (GDP) and mostly received by
poor households), combined with higher inflation will erode households’ purchasing power. In addition, domestic
businesses reliant on the supply of external raw materials will also face supply constraints resulting in lower output
and incomes. In such a context, the social protection system has a crucial role to play both in providing emergency
support to vulnerable households as well as to assist businesses and households during the period of economic
recovery. The social protection system thus assume significance in providing not only immediate social assistance,
but also, while building on medium- and long-term investments to strengthen the country’s social protection
delivery system capacity to provide ongoing support to the poor and vulnerable population beyond the emergency.

The Government of the Kyrgyz Republic (GoK) has introduced measures to combat the crisis and mitigate its
impacts, but additional support is required. The Government has introduced social assistance interventions to
support the poor as well as segments of the population more exposed to the economic impact of the crisis. Beyond
immediate health-related measures, the Government has taken several measures such as automatically extending
the period of social assistance benefits for households whose term was expiring during the quarantine period as
well as waiving reporting requirements; provision of food kits to supplement cash transfers to low income families
with children, as well as with children and adults with disabilities; and additional measures to support large cities
like Bishkek and Osh to ensure adequate supply of food and medical goods for low income families. However,
given the expected poverty impact of the crisis, additional measures are needed to adequately protect the poor and
vulnerable. There is also a need for this support to extend beyond the emergency response and aid households
during the phase of economic recovery by providing pathways to graduate out of social assistance.

Existing programs in the country span the three pillars of the Social Protection (SP) system — Social Assistance,
Labor Markets and Social Insurance, and the institutional setup is well placed to ensure effective service delivery.
The priority target groups for SP include: children and families in difficult life circumstances, people with
disabilities, elderly and the unemployed. The main pillars of SP include: (i) Social assistance programs and social
care services, dominated by the Uy Bulogo Komok (or UBK) a monthly child grant for poor families; (ii) Labor
market programs such as public works, vocational training, and unemployment assistance; and (iii) Social
insurance programs including contributory pensions to workers, the self-employed and farmers. The Ministry of
Labor and Social Development (MoLSD) oversees the implementation of both social assistance as well as labor
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market programs and is therefore well placed to ensure efficient service delivery and support graduation of social
assistance beneficiaries into the labor market. The Social Fund is responsible for implantation of social insurance
programs.

Social Assistance. The main social assistance program in the country, a monthly grant for children in poor
families (the UBK program), while well targeted, suffers from significant exclusion errors. The current system of
social assistance consists of several programs including a lump-sum birth grant, cash transfer for children in poor
households, categorical monthly social benefits (targeting families with disabled members), energy subsidies and
compensations for vulnerable groups. UBK is the largest social assistance program, providing monthly transfers
to children living in poor families whose per capita income is below the Guaranteed Minimum Income of
Kyrgyzstan Som (KGS) 1000 per month per household member. The program is well targeted, with a significant
proportion of beneficiaries coming from the bottom quintile. However, overall coverage remains low at 8.5
percent of the population (significantly less than the poverty rate) and exclusion errors remain high. This is in part
due to limited budgetary resources dedicated to the program and a very low-income eligibility threshold®. The
government is considering alternative proposals to address this issue, including raising the eligibility threshold.

Social assistance programs have limited mechanisms to support graduation. The UBK program includes some
design features to limit disincentives to work (for example by requiring jobless beneficiaries to register as
unemployed) and to promote graduation through the “social contract” program which provides a lumpsum
advance on social assistance payments to allow beneficiaries to setup small businesses. However, these measures
are limited in scope and often do not address the key constraints to gainful employment. Therefore, there is an
urgent need to develop policies to support graduation such as efficient job intermediation and referral services as
well as to refine productive inclusion programs

Labor Markets. The Kyrgyz Republic has a large working age population but is faced with multiple challenges
in labor markets including high rates of unemployment, informality and out-migration as well as large and
persistent gender gaps. The country’s population is young, with close to one-third of the population being of prime
working age (29-59 years). However, official unemployment remains high and steady at close to 7.2 percent. Job
creation, especially in the formal sector is limited and lags behind the growth in the labor force. For example, only
6 percent of the 88,000 new jobs created in the country in 2016 were in the formal sector. This results in high
rates of informal employment, characterized by low incomes and limited social insurance. Emigration rates remain
high, with 15-20 percent of the population migrating to Russia. While this generates high rates of remittances,
which as a proportion of GDP are amongst the highest in the world?, it also leaves recipient households vulnerable
to external shocks. Gender disparities in labor market outcomes are significant, with labor force participation rates
of women (42 percent) lagging significantly behind that for men (75 percent). Further, the employment rates for
women have been falling over time which remains a significant cause for concern. Overall, therefore, there is a
critical need for policies aimed at promoting inclusive job creation to in order to absorb the productive potential
of the workforce.

The GoK has introduced multiple programs as well as the necessary legislative, regulatory and institutional
framework for the implementation of active labor market programs (ALMPS), but there remain significant
challenges in design and delivery. The MoLSD is responsible for overseeing programs aimed at activating the
workforce. Local offices of the MoLSD are responsible for implementation at the municipality level which are
responsible for registering jobseekers, organizing public works, referring jobseekers to professional training or
re-training courses etc. The main ALMP’s are public works and small-scale vocational training programs which
aim to activate vulnerable groups such as the low-skilled, youth and people with special needs and to promote
graduation out of social assistance. However, the mix and scope of ALMPs is limited with shortage of support for
self-employment and small-scale entrepreneurship development programs; limited support or absence of support
with job counseling, apprenticeships, wage subsidies, support for the hard to employ, etc.

The COVID-19 crisis is likely to have significant effects on labor markets including job losses, but the existing
program of unemployment allowance provides very limited assistance. Through a combination of factors

! The GMI is almost one-third of the poverty line

2 World Bank. 2017. Kyrgyz Republic Economic Update, Spring 2017: A Resilient Economy... on a Slow Growth
Trajectory. World Bank, Washington, DC. © World Bank. https://openknowledge.worldbank.org/handle/ 10986/27523
License: CC BY 3.0 1GO.”



https://openknowledge/

Stakeholder Engagement Plan - Social Protection & Jobs Delivery Systems and Emergency Response

including social distancing measures and reduced demand, the COVID-19 crisis is likely to result in significant
job losses. While an unemployment allowance program does exist, the strict eligibility criteria including minimum
frequency of social insurance contributions and proof of job-seeking activities combined with the low benefit
levels have resulted in extremely low take-up rates. There is therefore an urgent need to develop programs to
provide support and assistance to laid-off workers.

Social Insurance. The pension system is the main pillar of social insurance in the Kyrgyz Republic but faces
multiple challenges. The system is comprised of a basic pension, a legacy pay-as-you-go, a notional defined
contribution and a funded defined contribution component and is managed by the Social Fund. Those who do not
qualify for an insurance pension receive a social pension. Overall, the system provides for close to universal
coverage for the old age. However, the system suffers from the effects of the prevailing macroeconomic, fiscal
and labor market conditions, as well as from systemic design issues. Though about 90% of old age population are
now receiving labor pensions, only about 30% of the working age population is accruing pension rights at any
given point of time, increasing the risk of poverty among the elderly in the future. At the same time, the
Government is experimenting with mechanisms of expanding the labor coverage, including a pilot of unification
of collection of pension contributions with taxes by the Tax Administration. Further, the cost of the pension system
is very high with spending having have increased dramatically from below 5 percent in 2007-2008 to about 9
percent in 2012-2013. As a result, unless reforms are implemented, the total public pension spending could
increase further, posing a challenge to the financial sustainability of the pension system.

In the above backdrop, of the social protection scenario in Kyrgstan, the World Bank and Government of
Kyrgyzstan are preparing an investment project ---Social Protection & Jobs Delivery Systems and Emergency
Response Project -- to supplement and/ or complement the the three pillars of Social Protection.

The project is addressing the Environmental and Social Aspects under the the World Bank’s policy as laid out
in its Environment and Social Framework (ESF)3. Of the ten Environmental and Social Standards (ESS), one of
them ESS 10 — relates to Stakeholder Engagement. This warrants that the implementing agenies should provide
stakeholders with timely, relevant, understandable and accessible information, and consult with them in a
culturally appropriate manner, which is free of manipulation, interference, coercion, discrimination and
intimidation. The overall objective of this Stakeholder Engagement Plan (SEP) is to define a program for
stakeholder engagement, including public information disclosure and consultation, throughout the entire project
cycle. The SEP outlines the ways in which the project team will communicate with stakeholders and includes a
mechanism by which people can raise concerns, provide feedback, or make complaints about project and any
activities related to the project. Towards this, a Plan — Stakeholder Engagement Plan is prepared.

The following ESSs — 1, 2, 9 and 10 — are relevant for the project. As per the Environmental and Social Standard
ESS 10 - Stakeholders Engagement and Information Disclosure — the implementing agencies should provide
stakeholders with timely, relevant, understandable and accessible information, and consult with them in a
culturally appropriate manner, which is free of manipulation, interference, coercion, discrimination and
intimidation. The overall objective of this SEP is to define a program for stakeholder engagement, including
public information disclosure and consultation, throughout the entire project cycle. The SEP outlines the ways in
which the project team will communicate with stakeholders and includes a mechanism by which people can raise
concerns, provide feedback, or make complaints about project and any activities related to the project.

3 www.worldbank.org/en/projects-operations/environmental-and-social-framework/brief/environmental-and-social-
standards.



Stakeholder Engagement Plan - Social Protection & Jobs Delivery Systems and Emergency Response

2. PROJECT DESCRIPTION

The project is aligned with the World Bank Group’s (WBG) strategy to respond to the COVID-19 pandemic as
well as WBG twin goals of eliminating extreme poverty and boosting share prosperity, as well as with the current
Country Partnership Framework. The proposed project will contribute to the achievements of the above mentioned
twin goals in the Kyrgyz Republic as it would support a set of structural measures and interventions to strengthen
and make more effective the country social protection systems to better support the neediest and most vulnerable
to move towards graduation from social assistance. The health response to the COVID-19 pandemic is supported
by an emergency response operation (Kyrgyz Republic - Emergency COVID-19 Project -P173766, approved on
April 2, 2020 for US$12.15 million). The proposed project complements this operation through a set of social
protection and jobs interventions to mitigate the impact of the COVID-19 in line with the recently approved anti-
crisis program. Specifically, the proposed project will contribute to Government efforts to implement measures
on rendering appropriate assistance to socially vulnerable groups of the population.

The project objective is to strengthen social protection systems to mitigate emergency of and support recovery
from economic impacts of the COVID-19 pandemic on poor and vulnerable populations in the Kyrgyz Republic
as well as to build resilience against future shocks.

Project Description. The project will achieve its development objective on the basis of three components
intended to: (i) mitigate the immediate emergency caused by the COVID-19 pandemic and affecting the income
of households, (ii) support the recovery stage by providing households with income generation opportunities until
economic growth and labor demand accelerate again, and (iii) promote structural interventions to strengthen the
social protection delivery systems to better support the intended population in a timely manner. Overall, the
proposed project will support the Government to develop a social protection system with the capacity to more
efficiently and effectively cope with future crises impacting the income of poor and vulnerable households.

The proposed project will be implemented through a combination of disbursement options. Components 1 and 2
will be implemented using Performance Based Conditions while component 3 will use regular Investment Project
Financing disbursements. Sub-components 1.1 and 1.2 may use retroactive financing options to reimburse
expenditures the Government made since the crisis started.

Component 1: Emergency assistance to protect households’ income
This Component has the objective of providing comprehensive short-term support to households and individuals
whose incomes are particularly affected to the negative economic impact caused by the COVID-19 pandemic, as
well as ensuring that those depending on social insurance benefits receive their payment on time. To achieve this
objective, this component will use the country’s existing social protection delivery system to: (i) smooth
consumption of existing and new eligible beneficiaries of social assistance programs, (ii) provide temporary
support to newly unemployed individuals, and (iii) ensure that eligible individuals regularly receive their social
insurance benefits, especially pensions.

1.1. Emergency cash assistance to poor and vulnerable households

1.2. Temporary allowance for unemployed individuals

1.3. Ensuring payments of social insurance benefits

1.4. Contingent Early Response Component (CERC)

Component 2: Recovery support -Productive Inclusion

This component has the objective of contributing to Government efforts to implement a productive inclusion
intervention for poor and jobless individuals by providing them an opportunity to be engaged in sustainable
income generating activities. This productive inclusion intervention is part of the government’s strategies to
support the recovery phase after the short-term actions to mitigate and cope with the crisis, as well as the agenda
to promote graduation from social assistance programs into permanent sustainable livelihoods. The proposed
productive inclusion strategy will support beneficiaries through a combination of training, financial support and
technical assistance upon approval of sound business plans to increase the probability of business survival in the
medium term. This initiative will be implemented in phases. The proposed project will support the implementation
of the first phase, along with its assessment to adjust the model as necessary before the Government scales it up
throughout the country. The Government estimates that this initiative will support up to 20,000 beneficiaries once
it is fully expanded.
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The productive inclusion program will comprise a package of benefits and services for eligible beneficiaries,
including: (a) orientation to potential beneficiaries on existing options (based on the local/regional market) as well
as requirements in terms of skills and experience, (b) applied training for selected beneficiaries and technical
assistance to prepare business plans, (c) financial support to implement the income generating activity in the form
of a reimbursable financial assistance, which would managed by commercial banks acceptable to the Bank, and
(d) technical assistance during implementation. The proposed project will contribute to the first phase of the
implementation of this intervention and in additional to the abovementioned activities will carrying out
assessments and evaluations of the first phase and, based on their findings, adjust the parameters of the
intervention and propose a scaling up plan.

Component 3: Delivery systems for social assistance and social insurance
The objective of this component is improving the efficiency of the delivery systems in social assistance and social
insurance. As a result of the implementation of the project, the government is expected to count with a social
protection system which would (i) timely, safely and transparently transfer cash allowances to the intended group
of the population, (ii) better monitor the implementation and results of the social protection system, (iii) support
workers contributing to the Social Fund with sound insurance mechanisms, with robust and clear record-keeping
systems, including planning for the eventuality of future layoffs or the need for temporary leave, through proper
insurance mechanisms. Overall, strengthening social protection delivery systems will equip the Government of
the Kyrgyz Republic to be better prepared for future economic slowdown or other risks which may negatively
impact the income of the poor and vulnerable households.

3.1: Strengthening service delivery systems of social assistance

3.2: Social Insurance Administration

3.3. Project management
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3. REGULATORY FRAMEWORK

3.1 Relevant national laws and regulations

The Constitution of the Kyrgyz Republic guarantees social protection of its citizen. The following two sections
— 9 and 53 are providing underlying condition for the social protection:

Section 9.

1. The Kyrgyz Republic is developing social programs aimed at creating decent living conditions and the free
development of the individual, promoting employment.

2. The Kyrgyz Republic provides support for socially unprotected categories of citizens, a guaranteed minimum
wage, and labor and health protection.

3. The Kyrgyz Republic is developing a system of social services, medical services, establishing state pensions,
allowances and other guarantees of social protection.

Section 53.

1. Citizens are guaranteed social security in old age, in case of illness and disability, loss of breadwinner and in
the manner prescribed by law.

2. Pensions, social assistance in accordance with the economic capabilities of the state provide a standard of living
not lower than the minimum subsistence level established by law.

3. Voluntary social insurance, the creation of additional forms of social security, and charity are encouraged.

4. Social activities of the state should not take the form of state guardianship, restricting economic freedom,
activity and the ability of a citizen to achieve economic well-being for himself and his family.

Social benefits and allowances.
State social support provided to children and persons not eligible for retirement benefits in the form of benefits
and lump-sum allowances. In accordance with the Law of the Kyrgyz Republic dated July 28, 2017 No. 163 “on
state benefits in the Kyrgyz Republic”. According to the law, the following types of state benefits are available:
1) alump sum payment at the birth of each child - "balaga suyunchu";
2) a monthly allowance to needy citizens (families) who have children under 16 years of age - “family
assistance”;
3) a monthly allowance to persons not eligible for retirement benefits - “social allowance”.

The allocation of state benefits is based on the following principles:

1) Targeting - the provision of state benefits to specific recipients, taking into account their individual
characteristics and other objective reasons (age, state of health, total per capita income, absence of a
breadwinner, acute need for state social support, difficult life situation);

2) Guarantee - the obligatory assignment of state benefits to persons entitled to it;

3) Openness / publicity - the creation of transparency mechanisms in the provision of state benefits and
feedback tools that allow citizens to interact with public authorities and local governments;

4) Accountability - the creation of mechanisms for the state to respond to violations of this Law by state
authorities and local authorities, their officials.

Social insurance pensions.
In accordance with the Law of the Kyrgyz Republic dated July 21, 1997 No. 57 “on state social insurance
pension”, the right to social insurance pensions is provided for insured citizens of the Kyrgyz Republic, foreign
citizens and stateless persons residing in the republic who make contributions to state pension social insurance on
the basis and conditions stipulated by the Kyrgyz Law Republic "On state social insurance". The following types
of pensions are available:

a) by age;

b) by disability;

c) on the occasion of the loss of the breadwinner.

The authorities that carry out the entire cycle of state pension social insurance in the Kyrgyz Republic from
registration to payment of pensions are the Social Fund and its territorial branches. Public control over the
application of this Law is carried out by trade unions.
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Unemployment support.

According to the Law of the Kyrgyz Republic dated August 3, 2015 No. 214 “on employment promotion”,
unemployment benefits are paid to citizens recognized as official unemployed, if they have at least 12 months of
work experience in the last 3 years before applying to the territorial division of Ministry of Labor and Social
Development (MoLSD). Citizens of the Kyrgyz Republic in the relation to employment are guaranteed the
followings:

1) freedom of choice of occupation, profession (specialty), type and nature of labor;

2) assistance in the selection of suitable work and employment through the mediation of the state
employment service;

3) receiving free services for vocational guidance, training, retraining and advanced training in the direction
of the authorized state body;

4) receiving a scholarship during vocational training, advanced training, retraining in the direction of the
authorized state body, including during temporary disability, with the exception of learning by check for
training;

5) obtaining advice on business activities;

6) participation in paid public works programs;

7) the payment of unemployment benefits to official unemployed, including during their temporary
disability.

The social support for the unemployed citizen is funded from the republican budget through an authorized state
body. The authorized state body provides the opportunity for citizens to receive services in accordance with
regulatory legal acts of the Kyrgyz Republic, establishing the procedure for organizing the provision of state and
municipal services.

Access to information

According to the Law of the Kyrgyz Republic “On Access to Information Owned by the State and Self-Governing
Bodies” (2006, amended in 2017), each state agency and self-governing body is obliged to provide relevant
information to citizens and legal entities within a period of two weeks (Article 10).

According to the Law of the Kyrgyz Republic “On Guarantees and Free Access to Information” (1997, amended
in 2017), each physical and legal entity has the right to free access to information. Article 6 requires all
organizations, enterprises, associations to secure access to information related to the applicant’s rights and
interests. Article 12 regulates the right to file complaints.

Grievance redress

Law on Grievances (2007, amended in 2016) secures that the grievances from the Kyrgyz Republic citizens should
be registered, given due consideration, and addressed in an equitable, timely and accountable manner (article 2
and 4). Every citizen has the right to apply personally or through his representative to state authorities, local
authorities and their officials, who are obliged to provide a reasoned response within the time period established
by law (article 4). The grievance registered with the state agency or the local government should be processed
within 14 working days, it can be prolonged exceptionally for no longer than 30 days (article 8).

The legal and regulatory framework of the Kyrgyz Republic provide an adequate state support, consumer
responsiveness and public accountability are well enshrined in the legal framework at different levels.

3.2 World Bank Environmental and Social Standard on Stakeholder Engagement

The World Bank’s Environmental and Social Framework (ESF) came into effect on October 1, 2018. The ESF
includes Environmental and Social Standard (ESS) 10, “Stakeholder Engagement and Information Disclosure”,
which recognizes “the importance of open and transparent engagement between the Borrower and project
stakeholders as an essential element of good international practice”. ESS10 emphasizes that effective stakeholder
engagement can significantly improve the environmental and social sustainability of projects, enhance project
acceptance, and make a significant contribution to successful project design and implementation. ESS10 applies
to all projects supported by the Bank through Investment Project Financing. The Borrower will engage with
stakeholders as an integral part of the project’s environmental and social assessment and project design and

10
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implementation. According to the World Bank’s ESF (June 2018), the requirements set out by ESS10 are the
following:

» Borrowers will engage with stakeholders throughout the project life cycle, commencing such
engagement as early as possible in the project development process and in a timeframe that enables
meaningful consultations with stakeholders on project design. The nature, scope and frequency of
stakeholder engagement will be proportionate to the nature and scale of the project and its potential
risks and impacts.

> Borrowers will engage in meaningful consultations with all stakeholders. Borrowers will provide
stakeholders with timely, relevant, understandable and accessible information, and consult with them in
a culturally appropriate manner, which is free of manipulation, interference, coercion, discrimination
and intimidation.

» The process of stakeholder engagement will involve the following, as set out in further detail in the ESS:
(i) stakeholder identification and analysis; (ii) planning how the engagement with stakeholders will take
place; (iii) disclosure of information; (iv) consultation with stakeholders; (v) addressing and responding
to grievances; and (vi) reporting to stakeholders.

» The Borrower will maintain and disclose as part of the environmental and social assessment, a
documented record of stakehold