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1. Access of Labor Migrants from Kyrgyzstan in Rusg to Pension Accumulation
System

1.1.Introduction

On 23 March 2011, during the board meeting inNistry of Labor, Employment and
Migration, Tynybek Tabyldiev, Official Secretary tfe Ministry, said there were as many as
383 786 Kyrgyz nationals registered with migratsemvices in Russia today, of who only 69 913
people had received a legal work permit. “Othersehi@ keep wandering abroad,” he Saill
little earlier, on 21 December 2010, Alik Baiborj@eputy Minister of the same institution, said
that depending on the season about 350-500 tholsangiz nationals were out of the courftry

Taking into account that the Ministry of Labor ioates only the number of migrants
who are officially registered, it is easy to assuima their actual numbers, including all illegal
aliens, is much higher. If we also consider thoa@onals of Kyrgyzstan who changed their
nationality in 2003-2009 and became Russian citiancording to the Ministry of Labor, there
are 240 thousand people in this categoo§ who 42 thousand people changed their natignali
in 2010, 41 thousand people — in 230@nd 43 thousand people in 26)&ve can argue that
about one-fifth of the country’s population livdsread.

The above-mentioned figures and research carriébypuhe authors of this report in
Kazan (Republic of Tatarstan, Russian Federatiogizate that the dynamics and scale of labor
migration have not dwindled. On the contrary, tloéitigal events in 2010, including the April
revolution and interethnic clashes in south ofdbentry, engendered a new wave of migration,
particularly from southern regions. In additiongolitical instability, certain economic factors
such as unemployment and very low salaries in gouent institutions remain the driving force
in fuelling labor migration. According to A. Baikbev, the number of able-bodied people in
Kyrgyzstan is 1.5 higher than the number of thageadly employed

Except for “push-away factors” in Kyrgyzstan, eamt “attraction factors” in recipient
countries also play a significant role in migratigrowth. These include Russia’'s growing
economy and demographic crisis. In furtherancéisfargument, one may refer to the statement
by Konstantin Romodanovskiy, Director of the Rusdt@deral Migration Service (FMS), who
said in December 2010 that Russia needed at leasillibn labor migrant® Talking about
possible scenarios for the future, Sergey Borisovanalyst, who participated in the discussion
of the State Migration Policy Concept in the Pulilicamber, stressed during the meeting that
within ten years Russia’s need for external lalmocd may increase threefold, thereby reaching
about 10 to 20 million peopleTatyana Golikova, Minister of Health of the RassFederation,
pointed out that in 2009 the population of Russardased by 224 310 people due to natural
factors, while the overall population in the coynticreased by 15 000 to 25 000 people. The
difference was covered due to labor migrants whib distained Russian passpdté333 474
foreign nationals, of who 65.3% obtained Russiézamship based on a simplified procedure).
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Annual quotas for labor migrants in Russia vapgnfrl.5 to 2 million people, and such
methods as simplified procedures for obtaininggtegiion and work permits reflect the policy
of Russian authorities as regards the attractiolalodr force. Additional measures, including a
simplified procedure for obtaining Russian citiz@psand prohibition on working in certain
areas, make many labor migrants become Russiaonaii This helps Russia solve two
problems at the same time, which include the desrthborers and the demographic crisis.

With this system in place, everything should,taseems, go perfect. However, there are
many critical issues related to legal protectioradsor migrants, as well as their adaptation and
employment in Russia. On the one hand, it has tovido a large number of those who are
unregistered, or so-called illegal aliens, and o dther hand, it is also caused by prodigious
gaps in the legislation regulating labor migratlwoth in countries of destination and recipient
countries. One of the most urgent issues, whiclingyckily, largely disregarded nowadays, is
the issue of social benefits for labor migrantsl particularly the issue of their pensions.

As reported by Mukhametkaliy Abulgaziev, Chairpersof the Kyrgyz Social Fund,
during the meeting of the Parliament which tookcpl@n 21 January 2011, labor migrants in
Russia and Kazakhstan, as well as those who cathe tapital of Kyrgyzstan from its regions,
will receive no pension when they grow old, as tlaeg not making any contributions to the
Social Fund®. This statement by the head of the agency shooldbe neglected, since
essentially we talk about one-fifth of Kyrgyzstapspulation that may be possibly left without
any social benefits when they become old.

In this report, this view of the issue is consatkpivotal for a more detailed exploration
of the situation. The report features the findimsa small-scale research carried out amongst
labor migrants from Kyrgyzstan in Kazan, Russiad also presents the analysis of the
legislation regulating pension provision in the gyz Republic (country of destination) and the
Russian Federation (recipient country).

1.2. Situation overview

To study the situation, in November 2010 the SRCGCALtesearchers carried out a study
among Kyrgyz migrants working in the markets of Kaz(Republic of Tatarstan, Russian
Federation). The goal of the research was to dtuelyife of migrants in general, and also focus
in more detail on the issues of pension provisiow docial vulnerability/protection. The
research was conducted among migrants from Kyrggzand Tajikistan, and comparisons were
drawn as a result. Overall, 114 migrants were s@de with 68 migrants coming from
Kyrgyzstan. This report is focused on the latter.

Research context

Kazan is an important destination point for migsaftom Central Asia. Although there
are not so many migrants in this city comparedutthglaces as Moscow or Yekaterinburg, their
numbers are still high. According to Zakir Sairbekan active representative of the Kyrgyz
community in Kazan and an author of the newspapbor Migrant, as of today the community
is comprised of approximately 3 000 to 4 000 memband over 2 000 migrants from
Kyrgyzstan have already become Russian citizensrelhre a few factors that make Central
Asian migrants choose Kazan as their destinationtpbirst of all, Tatar which is the official
language widely spoken in Kazan is very similaKioggyz, and therefore, this makes it easier
for Kyrgyz migrants to work there and trade thesods. Secondly, both migrants from Central
Asia and local Tatars profess one religion, Isl&ocording to many migrants, there are no
skinheads or any other features of overt discritonan Kazan. Thirdly, Kazan is preparing for
the World Student Games in 2013, and many larg#itiee are currently under construction
there, which requires labor force.

1 CA-News, 21 January 2010, Central Asian Migrafilews Digest, issue 115, SRC AUCA, src.auca.kg.



Some migrants have been working in Kazan for deegears. Many such “old-timers”
have bought apartments and live fairly decentlysivd the migrants (90%) spend an average of
5 to 7 years in Kazan. In 2010, the number of thmmaing back from Kazan was increasing
quite rapidly, and yet recent political events igr¢fyzstan in April and June 2010 engendered a
new wave of migration, particularly from the sooftthe country.

Pension

The main topic discussed in this paper is pensibhs situation regarding the legality of
work and payment of taxes is also very importaneh&he study showed that 84% of the
interviewed migrants work officially, and that 9484ay taxes. All trade in the market squares of
Kazan is under very strict control, and it is diffit to evade taxes. Each market square has its
own administration that works very closely with &thders in their territory. Thus, as for the
formal aspect, traders are in a better position théggrants who are employed, for example, in
construction, where work is less transparent.

The study showed that 41 migrants (61%) from Kyeggn transfer part of the money
earned to the Russian Pension Fund. Of them, 3tamtgy hold Russian citizenship, and 10
migrants are not Russian nationals. Of those willssiRn citizenship, 11 migrants do not do
such transfers. The following were mentioned asesofrthe reasons: “I don’t need it,” “I'm still
too young,” “I work illegally,” “I didn’t think abat it” and “I don’t have enough money.” It is
noteworthy that 41% of migrants with Russian citgl@p, and 42% with Kyrgyz citizenship,
said they knew how pensions were calculated irRilrgsian Pension Fund.

The situation regarding contributions to the Kyrgension Fund is much worse. The
analysis shows that only 11% of migrants workingazan make such payments. Among those
who have not acquired Russian citizenship and @liecisizens of Kyrgyzstan, only 4 people
(17%) of the 24 pay contributions. Reasons forpating contributions are the following: “In
any case they won’'t pay me my pension,” “Never wdrkn Kyrgyzstan,” “No money,” and “I
don’t know how to pay contributions,” or a trivianswer such as “I do not know.” Poor
knowledge of legal issues is often one of the maasons why migrants do not pay
contributions to the pension fund. Of 24 migranitheut Russian citizenship who are citizens of
Kyrgyzstan, only three knew how pension was catedlan Kyrgyzstan. Migrants with Russian
citizenship were not much different from them, wahly 4 out of 31 claiming to know how
pension was calculated in Kyrgyzstan.

During the survey, all migrants were asked how tiere going to ensure their life in old
age. The majority (35%) prefer to invest their sgsi in real estate or business, 22% — in the
state pension fund, 14% prefer commercial bankscshy 5% of the migrants interviewed were
going to pay contributions to a private pensiondfufhese figures show that even state pension
funds do not enjoy much credibility from the Kyrgyeople, not to mention private funds.
Commercial banks have not gained much credibilityee.

It is noteworthy that 70% of migrants essentialree to voluntarily transfer money to a
pension fund, although not many people understawd to do it and whether it is generally
possible.

Of those migrants who did not pay any contribugjotihe majority (40%) rely only on
themselves, 10% — on their children and 23% ddknotv how they will support themselves in
old age.

It is necessary to note the following. 20% of raigs heard of illegal pensions in
Kyrgyzstan. Thus, we can assume that one of theé mgmortant reasons that migrants do not
want to pay contributions to a pension fund is thay are confident they can always receive an
illegal pension with the help of acquaintanceshoough a bribe.

During the study, it has been identified that #ruale of respondents towards pensions
depends on their gender. For instance, women aree rnaw-abiding in observing the
requirements to work officially and to pay taxesdan paying contributions to the Russian



Pension Fund. Also, a higher percentage of womefeped to invest their savings in the State
Pension Fund of the KR.

As for the family status of migrants, similar @ifénces can be noticed. A higher
percentage of married, rather than single, migrantsk legally, pay taxes and make
contributions to pension funds.

Citizenship

The issue of pensions is directly connected wiikenship. As the survey showed, many
migrants who come to Kazan hurry to obtain Russigizenship. Among the 68 migrants
interviewed, 40 migrants (59%) already acquireddruscitizenship, 24 (35%) retained Kyrgyz
citizenship (of them, 4 migrants have already stit@thidocuments to obtain Russian citizenship
and 9 people would like to submit such documenrtg)ersons (6%) keep both passports. We
may notice that the vast majority of migrants frétyrgyzstan (84%) received, submitted, or
plan to submit documents to obtain Russian citizgns

What is the cause of such a prevalent desireduaigcRussian citizenship? This is partly
due to the fact that citizens of Kyrgyzstan ara ibetter position to acquire Russian citizenship
than migrants from other Central Asian states, esitftere is an agreement in place on a
simplified procedure for obtaining citizenship betsm Kyrgyzstan and Russia. If all documents
are all right, citizenship can be obtained withid ghonths. However, the researchers concluded
that the acquisition of Russian citizenship by Kgrgnigrants is more of an instrumental nature.
Almost all migrants (94%) said that if the economittiation in Kyrgyzstan improved and they
had decent earnings at home, they would returnolbsy all of the migrants interviewed
(100%) said they considered themselves Kyrgyz, ¢hese who changed citizenship, and only
four people said they considered themselves botigyyand Russian. Almost all migrants
described the situation regarding the acquisitioRwssian citizenship as a forced and temporary
measure, and argued that as soon as they couldvepheir financial situation, or raise
children, they would certainly return to Kyrgyzstan

First of all, the Russian legislation prompts raigs to acquire Russian citizenship,
because it prohibits non-Russian citizens from waykn the market squares, and numerous
bureaucratic obstacles exist, such as the neesjtdarly register. Even from a financial point of
view, it is better to obtain citizenship ratherniHaing without one.

The adoption of Russian citizenship is not an eksysion, since Kyrgyzstan and Russia
have no agreement on dual citizenship. By acquiRugsian citizenship migrants lose their
Kyrgyz citizenship and cannot register propertKirgyzstan in their names. The study showed
that some of Kyrgyz migrants (6%) managed to evHue law. Some acquired Russian
citizenship before a control mechanism was develapel implemented, and the law, as Zakir
Sairbekov noted, is not retroactive. Others acguimew Kyrgyz passports illegally after they de-
registered in order to obtain Russian citizensBifbentimes, migrants use the following strategy:
one spouse acquires Russian citizenship, whileother retains Kyrgyz citizenship. Thus, all
documents necessary to obtain a work permit inrtegket square are registered in the name of a
spouse holding Russian citizenship, and all docusnfen immovable property in Kyrgyzstan are
registered in name of the person retaining Kyrgyizenship. However, the number of such
couples made up only about 30% of all migrantsmiost cases (70%), both spouses have
acquired Russian citizenship.

Certainly, it is very difficult to draw conclusiemabout the situation of all migrants in
Russia based solely on the results of one surved§airan. All main cities receiving migrants
from Central Asia are characterized by their unmgss, including the situation with citizenship
and pensions. Kazan is rather one of the most ssftdeexamples as was repeatedly mentioned
by the respondents themselves, and there are mgmants here trying to acquire Russian
citizenship than in other cities. It is also neeegdo take into account that not in all areas of
employment the position of migrants is just asawddi as in trade. Although migrants working in
the area of trade and residing in Kazan are in eerfavorable position than others, their views



regarding pensions is far from being optimisticobbly, the situation of migrants in relation to
pensions in other Russian cities and migrants wgrki other spheres is much worse.

Analyzing the data obtained in the course of thedys it is possible to make the
following assumptions. Many migrants try to obtaemd do obtain, Russian citizenship.
However, citizenship is acquired not to stay in ®aiuntil old age, but rather to accumulate
money and return home. Perhaps, this explainsatttetiat only three-quarters of migrants make
payments to the Russian Pension Fund after thewiradq citizenship. The situation with
transfers to the Kyrgyz pension fund is much wdfise17%). Confidence in pension funds and
banks, especially among Kyrgyz nationals, is vewy,Iso the majority of migrants prefer to
invest money in real estate or business as a n@dagssuring their old age. Corruption, or the
possibility of such, also plays its role, as manignants are aware of illegal pensions in
Kyrgyzstan received through acquaintances or acbriso, poor knowledge of legal issues
among migrants has an impact, too, and the vagirityagdo not know what should be done to
receive a pension in the old age both in Russiakamgyzstan.

The study showed that the situation regarding ipaasof Kyrgyz migrants working in
Russia is complicated by the superposition of mold in two legal spheres connected with
calculation and registration of pensions (theydifierent in Russia and Kyrgyzstan) and issues
of citizenship. The complexity of legal issues nakee situation difficult not only for migrants,
who as a result make reckless decisions, and becalmerable with respect to their old age, but
also for experts and officials working in the fietd social provision. Undoubtedly, it is
necessary to conduct a serious analysis of thesl&igin on pension provision for Kyrgyz
migrants working in Russia. The next part of tl@gart includes such an analysis.

1.3. Current legislative practice

Legislation of the Kyrgyz Republic

Kyrgyz legislation governing the provision of pamws for citizens of Kyrgyzstan
engaged in labor activity abroad includes a nundfemormative documents that are basic in
determining the fundamental rights and obligatiohpersons in this category. For exampie
Agreement of the CIS Sates on Guarantees of the Rights of Citizens of Member Sates of the
Commonwealth of Independent States (of March 13, 1992) makes it possible to regulie
provision of pensions for citizens of a memberestdtthe Agreement under the legislation of the
state in whose territory they reside. The Inteoral Convention on the Protection of the Rights
of All Migrant Workers and Members of Their Famdi®@f December 18, 1990 No. 45/158
introduces a number of terms that make it possibleletermine the legal status of Kyrgyz
citizens engaged in labor activity abroad.

The Agreements on Cooperation of the Member Sates of the Commonwealth of
Independent States in Combating lllegal Migration, on labor activignd social protection of
migrant workersfederal laws of the RF on labor pensions in the RF, on mandatory pension
insurance in the RF, on non-governmental pensiodsuand also laws of the KR on external
migration, on external labor migration, on stategen social insurance, on non-governmental
pension funds in the KR form the base to creatallsgjations regarding provision of pensions
including in the case of labor migration.

The payment of pensions is also regulated by tiseruction on the procedure for
payment of state social insurance pensions and benefits. This instruction establishes the
procedure for paying pensions at the request adrsipner. In particular, the payment of state
social insurance pensions and benefits may be nagde@lirect deposit into the pensioners'
savings or retirement accounts at banks or othedinlg institutions. It is provided that when
pensioners move to other former Soviet Union repaldnd the far abroad, the pension is paid
to them for 6 months in advance. Accrued amourgstiave not been claimed by the pensioner
on time are paid for a term of up to 3 years, whitgounts due but not received by fault of the
agency that awarded the pension are paid for thieegreriod of accrual without limitation.



The instruction also establishes that deductioo® fpensions are made based on judicial
decisions, rulings and sentences (in relation narfcial penalties), execution orders issued by
notaries, and other decisions and rulings the di®twf which, under the legislation of the
Kyrgyz Republic, is carried out in accordance wviith procedure established for the execution of
judicial decisions. Deductions from pensions map dle made by a decision of the agencies of
the Social Fund to recover amounts overpaid toipeass due to abuse on their part.

The instruction on the procedure for centralized award and recalculation of pensions
establishes the procedure for centralized awardrecalculation of pensions in the agencies of
the Social Fund of the Kyrgyz Republic (hereinaftee Social Fund).

The length of service is determined on the bakih@regulation on the procedure for
confirmation of the length of service for award of pensions. Thus, prior to a personal registration,
the length of service of a person is determinedcicordance with the documents issued by their
previous employers, educational institutions otannection with other activities included in the
length of service or by superior organizations,cexige boards of associations, concerns and
other voluntary associations, enterprises and dazgaans of the system where the specified
activity was carried out, as well as by archives.

According to this regulation, in determining thght of a Kyrgyz citizen to a pension,
including pensions on preferential terms and leroftkervice pensions, it is necessary to take
into account the length of service acquired intdretory of any sovereign state of the former
Soviet Union before the Agreement on guaranteegbfs of citizens of member states of CIS
came into force, i.e. before March 13, 1992. lalso established that the length of working of
Kyrgyz citizens for hire in other countries is detened according to documents legalized by the
Ministry of Foreign Affairs of the KR.

According to the Agreement on guarantees of thetsi of citizens of member states of
CIS, aregulation has been developemh the procedure for payment of pensions to citizens of the
KR leaving (who left) for permanent residence in the RF. This regulation governs the procedure
for payment of state social insurance pensionsdgkl disability, survivor pensions) to citizens
of the KR leaving (who left) for permanent residenc the RF until they have the right to be
awarded and paid a pension at the new place afeese in the RF.

A procedure to determine the indexation amount of delayed salaries, pensions, benefits
and other social payments has also been developed

In the system of legislation there is a separate for the construction of conceptual
models in the migration policy influencing directlye provision of pensions for labor migrants
from the KR. For example, @ncept of the state migration policy of the KR up to 2010 has been
developed that established a system of objectstestegic directions and priority tasks, forms
and methods of their implementation in the regatatf migration processes and in related areas
based on the analysis of stable trends, identiinatf relevant problems and forecast of social
and economic consequences.

A concept of the introduction of the accumulated part of the pension in the pension
system of KR has also been developed that makes it possibleptaae the distributive pension
scheme that is based on the principle of solidarity

The legislation also usesethodical instructions on the procedure for recalculation of the
insurance part of the pension and methodical in8tms for the increase in the basic part and
recalculation of the insurance part of the pensiorthe corresponding period.

General trends in the development of pension provisn for Kyrgyz nationals
working abroad

The legislation of the KR does not create a séparancept for the development of the
pension provision system for Kyrgyz citizens workiabroad. A general concept has been
developed and formulated of the pension provisiothe KR, the implementation of which will
make it possible for all citizens of the KR to esise their rights to pension provision, including
for those who work outside the country.



The provision of pensions in the KR is based @npérsonal responsibility of the insured
and the strict correspondence of pension paymerasibunts of insurance contributions and to
pensionable service with the use of personalizgstration and personal insurance accounts of
citizens.

In order to increase the number of insured persmsigle database of taxpaying natural
and legal persons, payers of insurance contribsitéond insured citizens has been created and is
expanding.

A gradual transition from the pension award scheéma personal accounts system is
taking place. At the same time, it is expected #ratual indexations will be carried out of
contributions of insured persons according to tiilation level.

The necessity of transition to a model based @nltmg-term (40 years and more)
accumulation of funds intended for the provisiompehsions has been noted.

Pension accumulation funds are the property ofleyeps and shall not be transferred to
the budget.

It is expected that with the introduction of stpnsion insurance accumulation system
for the period from 2040 to 2050 the payment ofgi@ms under SP1 (which is calculated based
on average salary and length of service prior @6)9vill cease completely, and the proportion
of SP2 (which is calculated based on the notioocebants of citizens) will be reduced.

The need for the development of non-governmenwsipn insurance has been
recognized. In future, it is planned the involvemeh non-governmental pension funds as
insurers in the system of mandatory pension ingig.an

The provision of pensions for Kyrgyz citizens wiok abroad largely depends on the
state migration policy of the KR, one of the direns of which is to form a regulatory and legal
framework to make it possible for the migrants xereise their rights, including the right to
pension provision.

External migration (Kyrgyz Law “On External Migrati on,” Ref. No. 61, of 17 July
2000)

The regulation of external migration is based ®we frinciples provided by the
Constitution of the KR and by the generally accepterms of international law in the area of
external migration. Thus, the human rights to fodmice of residence, to free choice of
occupation and profession, to freedom of movementpeaovided in the KR. At the same time
migrants are required to respect and observe gheldéon of Kyrgyzstan.

Every citizen of the KR has the right to leave KRR and may not be deprived of this
right. However, the right of a citizen to leave theuntry may be temporarily restricted,
particularly, if there are "unsettled outstanditdjgations” (Article 46, p.2 of the Law of the KR
"On External Migration”). A failure to pay mandagjopayments provided by the pension
legislation of the KR may be an example of suclolaligation.

Also, a citizen of the KR shall not be deprivedled right to enter the KR.

The citizens of the KR travelling to the RF for mahan three months shall register their
arrival within three days in diplomatic or consutaissions of the KR in the RF.

Kyrgyz citizens travelling abroad are guaranteeatgetion of the Kyrgyz Republic in
accordance with the KR legislation. For examplazens, including those traveling abroad, are
guaranteed social protection in their old age,asecof illness and loss of earning capacity, and
the loss of a bread winner, and amount of pensossiablished in accordance with economic
abilities of the state at a level not lower thabssstence wage established by law (Article 27 of
the KR Constitution).

External labor migration (Kyrgyz Law “On External L abor Migration,” Ref. No. 4,
of 13 January 2006)



Kyrgyz citizens who have reached the age of 18 $taae the right to be engaged in
labor activity abroad. At the same time, Kyrgyzzghs may obtain employment abroad either
through the assistance of the senders or privately.

Kyrgyz citizens traveling abroad for paid work BH@ave an employment agreement
(contract) with a foreign employer and a visa & flate of employment (state of employment — a
state in which a migrant worker is engaged in |admtivity).

In accordance with the legislation of the KR, maigrworkers in the state of employment
are entitled to settle employment-related issuatdle not contrary to the laws of both states. At
the same time, migrant workers shall observe thes@ation and laws of the KR, as well as the
rules of stay of foreign citizens in the state wipdoyment.

Migrant workers are subject to state social insceaand are entitled to state insurance
benefits and pension provision on the conditionsvigled by the legislation of the KR and
international treaties.

State pension social insurance system (Kyrgyz LawOn State Pension Social
Insurance,” Ref. No. 57, of 21 July 1997)

Insured citizens of the KR residing in the repaldind paying state social insurance
contributions on the grounds and conditions pravithy the Law_“On State Pension Social
Insurance”shall be entitled to state social insurance pessitereinafter, pensions), unless
otherwise stipulated by the agreements (treatias$axial security between the KR and other
states.

Kyrgyz nationals shall have the right to volunamparticipate in non-governmental
pension funds both independently and through thel@rer.

The total old age pension amount is calculatethasum of the insurance part and the
accumulated part.

The basic pension is set by the KR Governmeriteasame rate for all forms of pension
insurance and indexed in accordance with its datssiThe basic part of pension is the main
instrument of social protection for pensionerss ket in the amount of 200 soms and maintained
further at a level no lower than 12 percent ofdkierage salary. Since October 1, 2010 the basic
pension rate increased to 1000 soms (Decree ¢fRheresident of September 17, 2010, DP No.
187 "On the basic part of pension”).

Men who have reached the age of 63 and womenares8ntitled to the old age pension.
Qualifying pensionable service for award of thd bl age pension on a common basis is 25
years for men, 20 years for women.

The basic part of pension for persons who do agtlpensionable service necessary for
the award of the old age pension is calculatedrapgrtion to pensionable service they have
through multiplying the basic part of pension by thensionable service the person has and
through dividing by necessary pensionable service.

The insurance pension is established taking iotoant pensionable service and average
monthly salary or accumulated insurance contrimgtid he pensionable service is calculated
from the beginning of the period for which the ficentribution was paid.

The old age pension is awarded for life.

Non-state Pension Social Insurance System (Kyrgyzalw “On Non-State Pension
Funds in the Kyrgyz Republic,” Ref. No. 80, of 31 Jdly 2001)

A non-state (private) pension fund (hereinaftére“Fund”) is a special organizational-
legal form of non-commercial organization of theagien provision for citizens on a voluntary
basis. One of the main functions of a fund is thiectusion of pension provision contracts.

When a fund carries out its activity monetary nseare formed due to pension
contribution, and part of income from their placenen the basis of an agreement between the
Fund and the depositor. Under the terms of thigergent, the Fund is obliged to pay the
depositor a private pension in line with the pensioheme he chose.



Depositors have the right to receive a pensiogubath and transfer by inheritance the
funds accumulated in the accounts. In doing so,osiers are obliged to pay timely
contributions in the amounts and within a time tipriovided by the pension agreement.

International agreements governing pension provisio in case of external labor
migration

Agreement on Guarantees of the Rights of Citizens of Member Sates of the CIS in
pension provision

Pension provision of citizens of the States Paittiethe Agreement and members of their
families carried out under the legislation of th@at8& in whose territory they reside and at its
expense. At the same time this Agreement appliedl ttypes of pension provision of citizens
that are or will be determined by the legislatiérStates parties to the Agreement.

Award of pensions to citizens of States Partietheo Agreement is carried out at their
place of residence. To establish the right to ajeen including pension on preferential basis and
pension for length of service, it is taken into @aat the length of service acquired in the
territory of any of these states as well as intdratory of the former USSR for the time before
entry into force of this Agreement. On the whole talculation of pensions is made from the
earnings (income) in the periods of work that cdomtard length of service.

When a pensioner relocates within the CIS, thengan of pension at the previous place
of residence ceases if the pension of the sameikipvided by the legislation of the state of
the new place of residence of a pensioner.

States parties to the Agreement address issueseattbed by agreement as well as
connected with its use through negotiations. Imgdao, the States parties to the Agreement
commit themselves to take necessary measuresaiolisitthe circumstances that are critical for
determining eligibility for pension and its amount.

Agreement on cooperation of Member Sates of the Commonwealth of Independent States
in Combating Illegal Migration

Entry of citizens of a CIS state into the terytaf another country also included in the
Commonwealth is possible provided that they futfié requirements of its national legislation
on the rules of entry intaesidence in and exit from the country as wellrdsrnational treaties
to which the country is a party.

Member States of the CIS cooperate in combatlagal migration in the following main
areas:

* migration control,

» Kkeeping records of citizens illegally crossing boeders of states, illegally staying in the
territories of parties to the Agreement as well pgssons who are prohibited from
entering one of territories one of the parties;

» development of a mechanism for deportation of dlegigrants; and

» exchange of information regarding illegal migration
lllegal migrants discovered in the territory ofeoof the parties are subject to deportation

to the state of departure in accordance with theslition of the state of entry unless otherwise
provided by international agreements.

Agreement between the Government of the Russian Federation and the Government of
the Kyrgyz Republic on labor activity and social protection of migrant workers (of March 28,
1996) Under this Agreement, migrant workers are engagddbor activity in the territory of
the receiving state:

1) under civil law contracts, such as:

— contract for performance of works (rendering m&s) — for a period of up to 1 year

with the possibility of prolongation up to 1 year;



— other civil contracts — for a period of a contratth the possibility of prolongation up

to one year;

2) under employment contract — for a period of ap2tyears with the possibility of
prolongation up to 1 year, or for a period of ugtmonths one time during a calendar year, for
seasonal works.

To address issues related to the implementatiagheoAgreement, a joint working group
that meets alternately in the Russian Federatidrkdhas been created.

Depending on the situation in the labor markethaf Russian Federation and the KR
plenipotentiary authorities yearly determine by naltagreement the annual number of migrant
workers no later than November 30.

The parties annually exchange information on eye® and customers of works
(services) attracting migrant workers as well as @& the number and professional composition
of the employees involved.

International convention on the protection of the rights of all migrant workers and
members of their families (of August 1, 2003 No. 180)

For the purposes of the Convention, the term "amgworker" refers to a person who is
to be engaged, is engaged or has been engagedrtuaerated activity in a State of which he or
she is not a national. Thus, those of them whadédénented or in a regular situation under the
legislation and international agreements shalldesiclered as migrant workers and members of
their families.

States Parties undertake, in accordance withnat@nal human rights instruments, to
respect and to ensure the rights of all migrantkexs and members of their families within their
territory or subject to their jurisdiction.

Every migrant worker and every member of his or faenily shall have the right to
recognition everywhere as a person before the law.

Migrant workers shall enjoy treatment not lessofable than that which applies to
nationals of the State of employment including abaecurity provided that they fulfil the
requirements provided for by the applicable legisfaof that State and the applicable bilateral
and multilateral treaties. The competent autharitoé the State of origin and the State of
employment can at any time establish the necesseapgements to determine the modalities of
application of this norm.

Kyrgyz nationals and members of their families afso entitled to protection and
assistance from the consular or diplomatic estiaimlents of the KR. In particular, in case of
deportation of a citizen of the KR he should bengpdy informed of his right to assistance from
the KR authorities.

Migrant workers shall have the right to transfegit earnings and savings, in particular
those funds necessary for the support of their lfaspifrom the State of employment to their
State of origin or any other State.

However, there are certain restrictions for angramt worker. For example, a State of
employment may restrict access to limited categoosfeemployment and restrict free choice of
remunerated activity. At the same time migrants Wwhwee received work permits may choose a
remunerated activity subject to the condition thaty reside lawfully in the territory of the state
of residence.

In accordance with this Convention, migrant woskend members of their families may
be deported from the country of stay only followiglecision of the competent authority and in
accordance with the law. Such a decision shall diied to the deportees in a language they
understand. All interested persons shall be pralvigigh information of their rights before or at
the very least during the rendering of a decision.

State Pension Social Insurance in the Russian Fedgion (Federal Law of the
Russian Federation “On Labor Pensions,” Ref. No. 13FL, of 17 December 2001)



Insured citizens of the RF residing in the RF Ishal entitled to state social insurance
pensions (hereinafter, pensions) unless otheniiseglated by the agreements (treaties) on social
security between the Russian Federation and otaess

Persons paying the state social insurance cotititgiunder the grounds and conditions
provided by the Federal Law “On Mandatory Pensimgutance in the Russian Federation” shall
be entitled to a pension.

Foreign citizens, including citizens of the Kpermanently residing in the Russian
Federation, shall be entitled to a labor pensiarayg with citizens of the Russian Federation.

Citizens of the RF and foreign citizens, includoiizens of the KR, shall have the right
to voluntarily participate in private pension funds

The total old age pension amount is calculatethassum of the insurance part and the
accumulated part.

The insurance part of the pension shall be detexthby the Federal Law of the RF “On
labor pensions in the Russian Federation” dependimthe corresponding category of citizens.
At the same time the minimum amount of the basit giathe pension in the Russian Federation
is 2562 rubles.

The accumulated part of pension is calculated basedthe amount of pension
accumulations of the insured person recorded peaial part of his personal account.

Men who have reached 60 years and women — 55 ghatkbe entitled to the old age
pension. The old age labor pension shall be awafdbdre is at least five years of pensionable
service.

The old age pension is granted indefinitely.

The insured person in the Russian Federation h@sight, according to the procedure
established by the Federal Law, to refuse to receiwcumulated part of pension from the
Pension Fund of the RF and, since January 1, 208dsfer his accumulations to a private
pension fund.

Pension provision in Russia is financed by the fa@deudget.

1.4. Identified areas of concern

Having studied the KR legislation, we can deducs,ths a whole, it does not have a
separate concept of the development of the pengromision system for Kyrgyz citizens
working abroad. At the same time, there is alsdegal and regulatory framework governing
relations in the provision of pensions for Kyrgyationals working in other countries without an
appropriate permission.

Kyrgyz citizens working in the RF without an apprate permission and not paying
pension contributions on a voluntary basis in tikehlave no legal personality in the RF, i.e. may
not be participants of the system of formation ehgion provision neither in accordance with
domestic legislation of the RF nor with internaabagreements, which complicates the solution
of issues connected with pension provision for them

Also, since there is economic instability, whetraducing the accumulation system there
is a risk that working migrants will not be ablerexeive pensions even if they paid the funds
required for future pension provision. At the saime due to the weak investment market in the
KR there are no incentives for long-term allocat@hinvestment resources in the form of
contributions to the pension accumulation system.

Attempts to change the current situation havelewtto serious changes due to lack of
willingness and preparedness of the main parti¢goaf the pension accumulation system,
including migrant workers, to implement reformspoomote their implementation.

There is currently no monitoring of labor migrati@imed at establishing the actual
purposes of stay of migrant workers in Russia, andsequently, there are no attempts to form



an independent source to fund the provision of ipasgor migrant workers who work in the RF
having no length of service and not paying contrdns for pension purposes. If a migrant
worker has no length of service in the CIS coustriecluding the KR, and did not pay voluntary
pension contributions he will not be entitled tmgen.

Also, in Kyrgyzstan there is no stategsgam to regularly inform Kyrgyz citizens of the
opportunities of international labor market, chamgethe legislation of the states of entry and
stay in order to reduce illegal labor activity, amidconsequences connected with illegal labor
migration.

1.5. Conclusions

Pension provision in connection with labor migratis an important and pressing issue
for Kyrgyzstan, so a set of regulatory legal acés Ibeen developed that operate currently,
regulating legal relations arising in connectiorthmpensions accumulated by Kyrgyz citizens,
including citizens working abroad. However, thesend regulatory legal framework governing
relations regarding pension provision for Kyrgysnzens working abroad without appropriate
permission.

To solve the existing problems, Kyrgyzstan takag j the regulation of illegal labor
migration and pension provision for citizens workiim different countries by joining the
relevant international treaties. At the same timeirsignificant attention is paid to bilateral
treaties, the application of which makes it possiti take into account peculiarities of the
legislation of each state and timely react to cirajngonditions.

Also, a general concept on pension provision hasnbdeveloped in Kyrgyzstan,
however, this concept does not take into accouatpbculiarities of pension provision for
citizens working abroad without appropriate regitstm.

The pension provision for Kyrgyz citizens, inclngicitizens working abroad, depends
on pensionable service that accumulates only whearance contributions are officially paid.
Thus, the pensionable service of “illegal aliersshiot formed and therefore these persons cannot
rely on pension provision in the future.

There is also a non-governmental pension insurayséem in Kyrgyzstan, however,
currently it is not very popular mainly due to tinestable economic and political situation in the
KR. In our opinion, possibilities of this systemvieanot been fully appreciated yet, including in
relation to addressing pension provision for illegagrant workers.

It is obvious that problems connected with thes&xice of illegal labor migration directly
depend on the migration policy of the KR, which seaian acute need to coordinate the work of
all state bodies participating in the regulatiomogration processes.

Problems related to illegal labor migration impgca greater degree on those citizens of
the KR who have no pensionable service acquirédererritory of any of the CIS countries and
in the territory of the former USSR as a wholethis connection it is proposed to conduct an
evaluation of the quantity of such citizens ancedatne the volume of financing necessary to
provide them with pensions.

It should be noted that there are strict restmdion a time limit of labor activity in the
RF, with the expiration of which a legal migrantnker becomes illegal. The decrease of such
restrictions will lead to the reduction in the nuenmbf “illegal aliens,” make it possible to form a
reliable registration database of migrant workars] help forecast more precisely the expenses
of the KR as regards their pension provision.

In case a migrant worker is “legal,” he has thghtion the same decent treatment as
citizens of the RF, including social provisionalfcitizen of the KR works in the RF without an
appropriate permission and does not pay voluntaselysion contributions in the RF, he may not
receive a pension neither in accordance with thernal legislation of the RF, nor international
agreements.

The wish of citizens to participate in the penssgatem in many respects depends on the
economic stability in the KR and the reliability its financial system, and also on the conduct of



active reforms in the system of the pension prowisaimed at the creation of appropriate
incentives for its development. At the present tilmere is a slow-down in carrying out active
reforms in the system of the pension provision. &deer, there is no complex mechanism for
the registration of migrant workers in the KR.

On the whole, the pension legislation of the Rbased on the same principles and
approaches as used in the KR. A peculiarity isith#tte RF the pension fund is formed from the
federal budget means, while in the KR pension aid from off-budget means of the Social
Fund of the KR. Moreover, the size of pensionshs RF depends not on the salary received, as
in the KR, but on the size of social contributidrensferred to the account of a natural person.
Also, unlike of the KR, in the RF there is a minimdength of service (5 years) that gives the
right to receive an old age pension.

1.6. Recommendations

Taking into account the analysis of the legal asgulatory frameworks in the Kyrgyz
Republic and Russian Federation governing theioelstin the area of pension provision for
labor migrants, we have developed the followingomemendations. It is our belief that if
followed, these recommendations will help mitigéte adverse effects of illegal labor migration
upon social benefits and pension provision for Kygrgationals working abroad.

1. We recommend that approaches and principles belapeee that would allow to
formulate one concept of the Kyrgyz Republic asardg the involvement of Kyrgyz
nationals working abroad in the pension provisigsteam. This concept should be
developed with the participation of all governmeatdkeholders and non-commercial
organizations.

2. We recommend that the applicable legal and regylab@meworks of the Kyrgyz
Republic and the Russian Federation be analyzeastdar to establish what legal and
regulatory acts should be adopted to reduce illésgjabr migration and create proper
conditions for a secured pension provision for Kyrgationals working abroad.

3. We recommend that a program be developed wherebgyKynationals working abroad
will be informed about the benefits of participatiim the pension provision system. Such
persons should be able to access any informationtategulatory acts and decisions
online, which will help them choose the most apipgabption for participating in the
forming of their pensions.

4. It is important to develop a system for recordingrd¢/z nationals going abroad in order
to engage in working activities.

5. We recommend that a program be developed thatheilb to form an independent
reserve source for financing pensions of labor amtg working in Russia who have no
record of work and who pay no contributions to gemsion fund. One of the ways of
creating such a source can be using a combinafidiothh state and private pension
systems. For example, there is a possibility ohdfarring the accumulated part of
pensions to private pension funds, etc.

6. It is important to develop a program which, if irpiented, will help take into account
the situation of each labor migrant from Kyrgyzstais/her anticipated type of activities
and the region where he/she is planning to woxk, &s$ it is possible to work with each
participant personally within the framework of avpte pension system, a preference
program may be developed for the participants afhsa system. This will allow
involving those working, including illegal aliens, the pension insurance system.



7. The solution of problems related to the existenfcdlemal labor migration is contingent
directly on Kyrgyzstan’s migration policies. In shregard, a concept on reducing the
number of illegal aliens may be developed by miring restrictions prescribed in the
legislation of the Russian Federation in relationlabor migrants from the Kyrgyz
Republic.

8. It is important to pay a particular attention tgrsng bilateral international agreements,
because in reality such agreements help take stouat specific features of each state,
and monitor their implementation.

2. Access of Labor Migrants from Tajikistan in Rus$a to Pension Accumulation
System

2.1. Introduction

Tajiks are one of the largest communities in thesglan Federation. According to the
data of the Federal Migration Service of the RF 9R0 citizens of TajikistdA entered Russia
in 2009. 762 000 Tajik citizens entered the RFeight months of 2010. According to forecasts
of the FMS of the RF, by the end of 2010, the nundbdl ajik citizens who entered the RF can
make up about 1 million people. Because part ofamigworkers (35—409%jis not the seasonal
labor force and has a regular whole year’s work, dkierall number of migrant workers from
Tajikistan in the Russian Federation can make 4p115 million peopl¥.

The main part of migrant workers from Tajikistaniliegal migrants. In 2009, 213 000
people or 23% of the overall number of migrant vesskwho entered Russia were officially
employed. For eight months of 2010 only 17%f all migrants were officially employed. Thus,
of the overall number of migrants 77% remainedyélein 2009, 83% — in 2010. This situation
can be assessed as exclusively negative, singalilleigrants are cruelly exploited by criminal
structures, representatives of the law enforcermgeamncies and employers.

Although the mass external labor migration (ELVYnh Tajikistan began as early as in
the mid-nineties of the last century, one canngtthkat this process is being managed. Up to
now it is of a spontaneous nature. The level of ageability of the ELM is extremely low and
does not cover even 1% of the overall number oframts.

Such a situation exerts an extremely negativeu@mite on the social protection of
migrants. Basically, the overwhelming majority ofgnant workers in the RF are completely
unprotected. Recent events (December Of 2010) iachlw, Saint Petersburg and other cities of
Russia showed that the problem of social proteatiomigrant workers against the background
of the growing nationalistic and fascist attitudeghis country becomes more and more acute.
Moreover, migrants from Tajikistan and other reagbf Central Asia are used largely for hard
and harmful work. They perform the most dangerowskwbut, at the same time, receive
extremely low salaries insufficient to keep theimilies. All of this makes it important to create
a harmonious and flexible system of social insueaoicmigrants and, in particular, to provide
access for this category of citizens to pensioml$un

2.2. Situation overview
Pension provision for migrant workers from Tajtkis who work in the Russian
Federation is one of the most painful and diffigsiues. On the insistence of the Government of

2 Data of the Migration Service of the RF.

13 Data of investigation performed by the author.

14 Calculations performed by the author.

!5 Data of the Migration Service of the MIA of Tajiitan.
16 Calculation performed by the author.



the Republic of Tajikistan this issue is constartigcussed during negotiations between the
relevant delegations of the two countries. The KTgpvernment would like migrant workers
from Tajikistan who have been working and are wagkin Russia for a long time to have
guaranteed sources for financial provision of thiees when they reach the pension age.

A certain action is taken in this direction; howevit is not full and far from being
adequate for modern needs and established intemaatpractice. A State migration fund for
payment of social subsidies to migrant workers lteeen created in Russia. It has been planned
that pensions should also be paid from this funolwéier, from their earnings migrants hardly
pay any contributions to this fund that by theituna are accumulated.

For the time being this system does not work pigpesince its mechanism is not
adjusted and migrant workers do not understanthi. latter are not sure that when they return
home the means from this accumulation fund wiltégularly transferred to them in the form of
pensions, since there are numerous cases whempergh double citizenship being pensioners
of the RF and residing outside Russia in other-gosfiet states have to spend a lot of money to
enter the territory of Russia to receive their pems

From November 30 to December of 2010 in the cityDoshanbe took place the
negotiations between participants of the joint vimgkgroup of the Russian Federation and the
Republic of Tajikistan on the regulation of laboigmation. The head of the Russian delegation,
deputy-chairman of the FMS A. Kuznetsov, respondmthe request of the Tajik side to discuss
the issue of the pension provision insisted thatdiscussion of this issue be postponed to the
next meeting of the working group. Instead he psepoto discuss one of the provisions of the
draft law of the RF on readmission that says thatforced sending of illegal migrant to the
home country should be paid from the budget meéatiseaespective states. Naturally, the Tajik
side rejected this provision directed against therests of the countries exporting workforce and
migrants themselves. Instead the Tajik side presestiggestions on facilitating legalization of
migrant workers, which is the fundamental principfethe creation of an effective system of
social insurance, including the pension provismnrhigrants coming from Tajikistan.

In early December of 2011, during the meeting Wit®. Romodanovskiy, the chairman
of the FMS of the Russian Federation, the presidemgjikistan Emomaly Rakhmon brought up
the issue on the creation of legal mechanismsep#nsion provision of migrant workers, their
social insurance and transfer of the correspondings to pension funds of the Republic of
Tajikistan. The head of FMS noted that currentig tasue was being developed by responsible
state organizations of the RF and would be solved.

Back in 2007, the Government of the RT submitiedhie Government of the RF a
Project Agreement between the Government of theuBlepof Tajikistan and the Government
of the Russian Federation on cooperation in sacgirance. However, the consideration of this
project by the Russian Government is postponedfimtidy. As of now the situation is that a
huge number of migrants return home because dfrdiit diseases caused by adverse climatic
conditions of Russia, harmful work conditions, mgs suffered at work or delivered by
members of nationalist organizations. These pemueive free treatment at health facilities that
are funded from the budget of the RT. Only thossqes receive pensions who are citizens of
Russia but reside in Tajikistan. In this case veetalking about those who receive pensions from
budgetary funds, not from accumulation funds.

As of now migrant workers are not covered by thed on pension provision neither in
the Russian Federation, nor in Tajikistan. Everséhdajik migrants who have high earnings in
Russia when they return to Tajikistan are left hesithout reliable sources of means for
existence (meaning those who reached the retireag)t

Currently, the Russian Federation has createdcalipe system of “legalization” of
migrant workers: they may be legalized by payin@d@GQubles for the acquisition of an
appropriate patent. However, this system has ratioel to social insurance, particularly, health
care and pensions. Neither the employers nor tigeamis themselves bother to open accounts in
certain pension funds in Russia or Tajikistan, dachot transfer money to accumulation funds.



Numerous Tajik communities that exist in majorest provincial and territorial centers
of Russia do absolutely nothing to expand the acadsmigrant workers to the pension
accumulation system. Moreover, migrants themsediesot have sufficient information of the
conditions of functioning of the social provisioscamulation system and do not seek such
information. Lack of interest of migrants in traesfng funds for future pensions is caused by,
firstly, low wages of migrants and, consequentbyy verage amounts of remittances (according
to recent studies — $145 per month for a sendea ineigrant worker). Second, the average age
of migrant workers is 31, there are a lot of corafigely young people, and they tend to care
less concern less about future pensions and pessiotiship in their old age. And, thirdly, this is
connected with the lack of effective practical mamukms for accumulation of means in pension
accumulation funds and social insurance funds dred lack of mechanisms for relevant
payments.

In Tajikistan, there is already a functioning gystof private and state agencies providing
assistance to Tajik citizens in obtaining employtreoroad. There are more than twenty such
agencies. They deal with the organized sendingmbi force to the RF, RK and some Arab
countries as well. However, in the agreements caletl between them and their partners in
these countries, there is no clause regarding tbeigoon of assistance to migrant workers in
accumulating pensions, social and health insuraAceonversation with migrant workers
revealed that they viewed the organized employrasra condition of an automatic extension to
them of measures for social protection that applyhe countries that receive foreign work force.
The employment agencies do not reveal the factith#ite cross-country aspect in the post-
Soviet space provision of pensions and social arsee for migrant workers are not worked out.

As for health insurance, the situation also resaimcertain. Russian medical institutions
do not recognize certificates issued to those heaviajikistan in one of the five medical
examination centers and it minimizes the effectegsnof health insurance policies issued to
legal migrant workers in Russia.

2.3. Current legislative practice
Legislative practice in social protection and psan of pensions for migrant workers is
inadequate and does not meet international stasdard

In the interstate aspect the following legislatgts are in force:

* Agreement on Guarantees of the Rights of Citizeén#lember States of the CIS in
pension provision (signed by Member States of tf®dh March 13, 1992);

* Agreement on Cooperation in labor migration andadquotection of migrant workers
(signed by Member States of the CIS on April 1340)9

* Convention of the Commonwealth of Independent Statée Human Rights and
Fundamental Freedoms (signed by heads of MembgsSiathe CIS on May 26, 1995).

Bilaterally, the legislative practice is represenby only one document — the Agreement
between the Government of the Republic of Tajikistand the Government of the Russian
Federation "On labor activity and protection of tights of citizens of the Republic of Tajikistan
in the Russian Federation and citizens of the RasBederation in the Republic of Tajikistan”
(signed on October 16, 2004).

As already noted, another document that in a gredegree specifies the above-
mentioned agreement — Draft Agreement between thee@ment of the Republic of Tajikistan
and the Government of the Russian Federation operation in Social Insurance presented by
the Tajik side as early as 2007 has not yet beasidered by the government of the RF and is
postponed for future consideration.

" Umarov Kh. Tajik Labor Migration During the GlobdEconomic Crisis: Causes and Consequences,
IOM,Dushanbe, 2010, p. 24



In all documents that are currently in force tesue of access of citizens to pension
accumulation systems is formulated in the most ggnrm. Unfortunately, neither the
governing bodies of the CIS nor the Governmentg ajfkistan and Russia show interest in
creating mechanisms for implementation of the af@metioned documents. The last is possible
through the development and approval of a set etifip practical steps for each agreement
regarding implementing each of their provisionsied to pensions for migrants. And before the
creation of such mechanisms it is necessary thageny country the corresponding country laws
or government regulations be prepared, approvegeassed on the basis of signed and ratified
multilateral and bilateral agreements. Only afteattt is possible to begin to form mechanisms
for implementing inter-country agreements, convangj laws and other documents.

Provisions related to pensions for migrant workargthe above documents are not only
of a general nature, but also are declarative. Tdeyot contain clauses on the formation of
mechanisms for the implementation of the provisiongensions for migrants which would be
supplemented by appendixes that define the timeframd executors of provisions of these
agreements, regulations, instructions, etc. Medmasifor implementation of main provisions
related to access of migrant workers to the perso@umulation system should be manifested in
the creation and operation of joint working groopsneet the requirements of agreements, laws
and relevant regulations. Mechanisms should be loped for accumulation of pension
contributions in the relevant financial institutsgrmechanisms for creating personal accounts
and for transferring sums from them received frém tecipient country of foreign workforce
(RF) to the workforce exporting country. Also, tiesue of transparency of information
regarding financial status and operation of pengiords, savings banks and other financial
institutions where the funds transferred to persaneounts of migrant workers are accumulated
is very important. The latter should have all thioimation on the scope of application of their
money, on the profitability of such application, the absolute amount of dividends, growth of
savings and the financial situation of the insittoit

It seems necessary to continue to improve the priat documents which the Tajik side
is going to present to the Russian side for disonsand adoption. In these documents (and
perhaps in the appendixes to the draft joint docunas well) such issues as the creation of
transnational or joint pension funds which coulgbaxd their activities both in the territory of
the Russian Federation and in Tajikistan shouldrdfkected. In addition, it is necessary to
organize extensive explanatory work in every pojadalace in Tajikistan to convince members
of the households of migrant workers that it isvibdél importance to transfer part of domestic
savings to pension funds. This will allow them tvé reliable sources of guaranteed funds for
existence and use funds accumulated in pensiorsfundase of emergency. It is necessary that
banking institutions that receive remittances ofinant workers be involved in this work, since
by regular giving out cash to the families of migisathey have already managed to win a certain
confidence and favor of the latter.

In addressing the issue of pension provision figramt workers there is a big role to play
for communities of Tajik migrants in the Russiard&gtion. In recent years, they have won
authority not only at home but also among the gangublic in the countries receiving Tajik
migrant workers. The leadership of communities carry out effective explanatory work not
only among the migrant workers themselves, but aleong businesses so that they may recruit
foreign workers on a legal basis and regularly df@nsocial taxes to the budget of the RF.
Involving, through diasporas, employers and pendiamds working on the basis of the
accumulation principle in awareness raising canmEfgems no less important.

2.4, Identified areas of concern

Of the total number of Tajik workers who are ibda migration, according to our studies,
95.4% work in the Russian Federation. It makes hputi1.3 min people. 39.3% of the total
number of migrant workers have been migrants froto 50 years, from 10 to 15 years — 4,8%
of this contingent of workers. Studies have showat t79.3% of migrant workers send on



average per month from 150 to 1000 US dotfate their families. Thus, the potential of
accumulation of pensions by migrant workers fromjikiggan can be assessed as very
significant. According to our study, the total amobuwf remittances of migrant workers
(remittances +hawala + sending money through relatives, couriers, etcthe pre-crisis 2008
was 3.5 billion U.S. dollars. At the same time thages fund in Tajikistan in the same year
amounted to 1.7 billion U.S. dollars, or 48.6% loé total remittances of migrant workers, or
32.7% of total labor income of the populatidnThis means that, subject to the transfer of
potential pension accumulations of migrant workersthe pension fund of the country an
average monthly pension would increase by more 2ames.

However, calculations can only indicate such pgoksées. In reality, the solution of the
problem remains very complicated and is unlikelyoteur in the next 5 years. As previously
noted, neither from Tajikistan, and of course mont Russia can one feel a strong political will
for addressing this problem.

In Tajikistan, the main obstacle to swiv this issue is the absence of institutions
interested in it. When the average monthly pensiatie country remains extremely low (25.6
US dollars compared with 31.5 dollars in KyrgyzstéR.2 dollars in Moldova, 125.7 dollars in
Kazakhstan, 154.7 in the Russian Federation, 18730 dollars in Belarus), the pension fund
is very low (18 min U.S. dollar§)and it would seem that republican bodies shouldenevery
possible effort to increase access of migrants amsriengaged in labor activity in Russia to the
pension accumulation system. However, there anengber of circumstances that prevent state
agencies and state bureaucrats to begin activelgssing this issue.

The first circumstance is that even now no less th0% of Tajik migrants amde facto
illegal, since they do not work under employmenteagents with employers and are not
members of trade unionBe jure, they are considered legal migrant workers afi@nRussian
Federation a migrant who paid 1000 rubles and vedea patent in the FMS is considered legal.
Such “legalization” has no effect on the situatwith the accumulation of pensions by migrants.
Such “legal” migrants are still the objects of laexploitation by employers and representatives
of power structures, they are not covered by labgislation of the Russian Federation, they do
not avail themselves of health insurance. Morecstate bodies of the Russian Federation do not
show absolutely no interest in solving this isssiace they know that it requires to solve the
issue of actual legalization of foreign labor fqre@d this is extremely difficult for them too.
These bodies have no real motivation and hencateoest in both real legalization of migrant
workers and creation of mechanisms for formatiorthef pension accumulation system for this
category of workers.

The problems are complicated by the fact that iwithgjikistan itself the enactment of
the Law “On Insurance and State pensions” that a@gpted by the Parliament (Majlisi
Namoyandagon) last year. This law was supposedotoecinto force on January 1, 2011.
However, according to the Division of Pension Polaf the Ministry of Labor and Social
Protection of Tajikistan, the entry into force bigt law is postponed to January 1, 2013. This
delay is connected with limited possibilities oétktate budget of the country. It is paradoxical
that it was the Ministry of Labor and Social Prdite of Population that requested the
Government of Tajikistan to postpone the entry ifdcce of the law, not the Ministry of
Finance. This once again confirms our assumptiah télevant ministries have low interest in
addressing the problems of pension funds, incluthegaccess of migrant workers to the pension
accumulation system. The Law of RT “On Insurancel &tate Pensions” provides an

8 Umarov Kh. Tajik Labor Migration During the Globdconomic Crisis: Causes and Consequences,
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opportunity for migrant workers to participate ihet pension insurance system. The Law
stipulates that this category of workers may ingucertain part of their earnings.

Unfortunately, in this regard, there is no propeordination between bilateral and
international or regional agreements and the rélmternational and regional regulatory legal
acts is not observed in practice at all. For examthle CIS member states back in 1992 signed
an Agreement on Guarantees of the Rights of CsizgnMember States of the CIS in pension
provision, and in 1994 — an Agreement on Coopearatidabor migration and social protection
of migrant workers. Further, in fact, no concraegps were taken. Within the implementation of
these documents bilateral documents were not sighat taking into account the specific
situation in the sphere of inter-country movementhe labor force, would cover such issues as
social insurance of migrants, their medical seniitethe recipient country, would provide
sanctions for those employers who hide the realb®uraf foreign labor force the use and do not
transfer certain amounts to the corresponding panand insurance funds with the purpose of
social protection of migrants, including medicatecdt is this circumstance that is the cause of
high mortality among migrant workers from Tajikista

Between 2005 and 2010 Tajikistan annually recefvech 550 to 650 unifé of the so-
called "cargo No. 200", i.e. coffins with dead kesdiAccording to studies, 84% of deaths among
this contingent of population are caused by theeiadxs of adequate treatment in the recipient
country, i.e. in Russia. The latter is due to dbtublegal situation of migrant workers and legal
impossibility to transfer money to the State MigyatFund of Russia to pay social grants to
migrant workers.

Both Russia and Tajikistan long time ago, backhie 1990s, had to sign the relevant
agreements and begin to create mechanisms fortape pension accumulation funds for
migrant workers. Such mechanisms should include:

a) appropriation of funds for social insurance, utthg health insurance that will be used
exclusively in the recipient country. These fundsowdd be sufficient for the
implementation of preventive and curative meastoesaintain physical and mental health
of migrants who work in Russia;

b) transfer of another part of those funds to pmnsaccumulation funds and social
insurance funds of the RT. Organization of workoiler to use the above-mentioned
mechanism appears to be very complicated. Thetisitugs exacerbated by the fact that
migrant workers themselves are not aware of thal rfee this because they have no
experience of participation in such schemes ande\xelthat the attempts of Tajik
bureaucrats and regional communities to create smebhanisms are not sincere and
reflect only the interests of the ideologists adation of the said mechanisms.

It should be emphasized that the previously mertioagreements and conventions need
mechanisms for implementation. (With regard tol#tves this mechanism is understood to mean
subordinate legislation.) This is about instrucsioall sorts of regulations, road maps, guides,
etc. It is recognized in Tajikistan that there issarious lag in the development and
implementation of those documents that togetherstdote the mechanism for the
implementation of laws, agreements, conventions @hdr fundamental documents. This can
lead to an increase in inertial force not onlyha preparation and signing of the aforementioned
bilateral agreements between Russia and Tajikistainalso in creation of mechanisms for their
implementation.

The bad thing is that international and regiomal also bilateral agreements that regulate
the processes of labor migration do not contairmsoand definitions of social protection
mechanisms. This fully applies to the creation ehgion funds for migrant workers and of

22 Umarov Kh. Tajik Labor Migration During the GlobdEconomic Crisis: Causes and Consequences,
IOM,Dushanbe, 2010, p. 22.



course requires the most rapid development andduattion of mechanisms for implementation
of fundamental documents on social protection aframt workers.

All the above suggests that the relevant agerafissate power in Russia and Tajikistan
should not be relied on when addressing the is$@eaess of migrant workers to the pension
accumulation system. More correct way is the mpaiion of efforts of civil society
organizations, trade unions and the business cottynanTajikistan in order to accelerate the
solution of this issue. The said social instituticare able to exert pressure on the responsible
state agencies of Tajikistan so that they acceldlhet signing and approval of the entire package
of necessary fundamental documents. They can a#dablsh contacts with adequate
organizations of civil society in Russia, to lobligh them in the government, legislative bodies
and business associations of the Russian Fedethgoacceleration of preparation and signing
of necessary documents creating legal and regyldtamework for pension provision of
migrant workers. Moreover, they can develop by aating grants from international
organizations all necessary documentation formiegrhechanism for implementation of laws,
agreements, conventions, etc. on access of migiakiers to the pension accumulation system.

However, those actions are not enough to solvalioee problems. It is that the system
of mandatory formation of pension funds for thisegary of workers (migrant workers) cannot
be justified. Russia and Tajikistan are democratigntries and will not use coercive methods of
formation of pension and insurance funds. In thest{Smviet time the development of
accumulation systems of pension provision haveahaieance. They are increasingly replacing
old systems based on mandatory contributions.

To address this problem, civil society organizagidn Russia and Tajikistan should
contribute to the creation of trade unions of mngnaorkers. In doing so, they may rely on both
trade union organizations across industries anibmeg and communities of Tajik migrants
themselves. The most desirable option is self-foansation of local and regional communities
to trade union organizations. This requires a harganizational and technical work that implies
the transformation in every city and every regidmeve there is a certain concentration of Tajik
migrant workers. Trade union organizations of Tigjtn do not have the necessary financial and
organizational resources to implement this ideaya@izations of civil society in Tajikistan do
not have them either. In recipient countries of nang workers neither trade unions nor civil
society organizations are able to do similar warkus, the ideologists of the described idea
should turn to international organizations, inchgiNGOs, to obtain a grant for advancement of
this work.

Only the establishment of migrant trade union oiz@ions makes it possible to move
from the formal legalization of migrant workers teal legalization. The communities
transformed to trade unions of migrant workers thelnes are able to provide ubiquitous
practice of concluding employment agreements betweigrant workers and employers, to take
measures to expand coverage of migrants with manddiealth insurance and provision of
access for migrants and their families (if membefrgheir families are also in the Russian
Federation) to medical services in the country t@fy.s There is no doubt that such self-
organization of migrant workers in Russia will atimite to a dramatic reduction of social risks,
such as, in particular, labor injuries, loss of Itftealue to harmful working conditions, early
disability and in many cases — death. The propasedhanism will create more favorable
organizational and ideological possibilities folwaary participation of migrants in the pension
and social insurance system.

2.5. Conclusions

1. Neither Tajik nor Russian authorities exhibit theper level of interest in finishing up
all work related to signing the required packagebdéateral agreements on social
protection of migrants as soon as possible, whisb acludes the establishment of
pension accumulation and insurance funds for thisgory of Tajik nationals.



Even if this process is expedited, the issue obrdabigrants gaining access to pension
accumulation system will remain unsolved in therrfature due to a plethora of serious
obstacles. These include a high level of illeghblamigration, severe fragmentation of
Tajik communities and contradictions between th#ra,need for more time to launch a
mechanism for signing bilateral and multilateratesmgments, the difficulty of dividing
pension accumulation and insurance funds into uarfarts that should function on the
territory of the Russian Federation and Tajikisteta,

. The international and bilateral agreements on egng labor migration and social
protection of migrants that have been signed agerfaect, and they don’t contain the
norms of social protection, and fail to identifg inechanisms.

. Due to insufficient finances in the state budgeT ajikistan, the process of giving effect
to the law on insurance and state pensions pasgdtiebParliament, as well as all
relevant by-laws, has been postponed.

. The role of civil society organizations and tradgeons in both countries may be crucial
for expediting the solution of this issue. They éall necessary means for exerting
pressure and lobbying the interests of labor migramrelevant government institutions
of both countries.

2.6. Recommendations

It is imperative that an interagency working grdagestablished as soon as possible that
would be comprised of experts from relevant mimgstrand agencies in order to find
ways to expedite the signing of the entire agre¢mexckage on social protection for
labor migrants, and their access to pension acatroalsystem.

. The same working group that can facilitate goveminmestitutions in their work should
be established from among representatives of tradeons and civil society
organizations, which may employ such levers adipalipressure and lobbying.

It will be meaningful to approach international anggations on the issue of financing a
separate project on identifying the capacity ofiKlagommunities in the Russian
Federation in order to figure out what they cart@oncrease access of labor migrants to
the pension accumulation system. Another option bethe launching of such a project
all throughout Central Asia.

It is important to carry out a pilot study in a noen of regions of the Russian Federation
in terms of transfiguring migrant communities intagrant trade unions. This issue
should, preliminarily, be discussed with expertd apecialists in trade unions, Ministry
of Labor and Social Protection, as well as the Repan Migration Service. It is also
crucial to know the opinion of those in charge afigus communities.

. Specialists and scholars should work out the isgugechanisms for forming pension
accumulation funds for labor migrants, and distiilig such funds between the Russian
Federation and Tajikistan taking into accountsslies related to such distribution.

It is important that finances be allocated forirgjsawareness among labor migrants both
in Tajikistan and the Russian Federation aboutsiggificance of establishing pension



accumulation funds for them. Talks should be heith the existing pension funds in
Russia for them to raise awareness among laboantgr

7. ltis necessary to analyze the possibilities ofRlussian State Migration Fund as regards
social subsidies for labor migrants, pension acdatimn for this category of persons,
and the distribution of finances between the RusBederation and Tajikistan depending
on the actual situation.

8. Itis important to ruminate over the issue of elssaing a pension fund for labor migrants
in Tajikistan that would be functioning on the lsasf accumulation. This issue should be
discussed broadly in the media with the particgpaif scholars, civil society activists,
Tajik Ministry of Finance, pension funds and inswo@ companies.

9. Civil society organizations should carry out a eerof meetings with heads of jamoats,
committees forjamoat support andmahallya councils on raising awareness among
migrant household members in order to convince thahthere is a need to contribute
some of their regular remittances to pension actation funds and opening personal
accounts in such funds.

10.1t is important to encourage Tajik migrant commiasitto work with businessmen and
employers, labor migrants and trade unions in or@eaise awareness about contributing
some money transferred by labor migrants to pessionds in the Russian Federation,
which can be later transferred to relevant pensimnls in Tajikistan, if such migrants
decide to return to their home country for the mdgheir life.

3. Access of Labor Migrants from Uzbekistan in Russido Pension Accumulation
System

3.1. Introduction

Economic reforms aimed at transitioning to matk@sed economy that have been carried
out over the last twenty years enabled full-scddanges in all areas of Uzbekistan’'s national
economy. Thanks to creating a new market-basedutishal structures for management of
national economy and the formation of free markethanisms Uzbekistan today may consider
itself a full member of the world economic commuyngeeking to further improve and liberalize
economic relations in other spheres of activity.dhm them the main priority is social policy of
the state aimed at further increasing welfare efgbpulation, improving and stabilizing income
of citizens and providing employment. However, stinual changes in the national economy do
not always have a positive influence on employmevel and on a derivative of it —
unemployment. Unemployment, especially among thengaural population, causes a constant
concern of the leadership of the country. Althoagltstate program of employment” adopted in
Uzbekistan in 2007 contributed to maximization o¥erage of the population with employment,
yet could not solve all the issues of employmerthefpopulation. This forces the mobile part of
Uzbek citizens to immigrate to the Russian Fedanat\sian countries and the Arab world.

Most of migrant workers of Uzbekistan who went caat are now in the Russian
Federation. Why are business structures and soate structure in the Russian Federation
interested in using migrant workers from Uzbeki8tan our opinion, this interest can be
explained by two basic reasons:

1. Most of the migrants go to Russia using informiagigal channels, thereby depriving
themselves of state support and having no accessod@l assistance whatsoever.
Employers are perfectly aware of the vulnerabléustaf illegal migrants and often treat
them ruthlessly and exploit them.



2. Since most of the migrants come from rural ardasy tevel of proficiency in Russian is
often quite low, which in turn makes them an ativactarget for the police which uses
the legal illiteracy of migrants in their own seHipurposes practicing extortion.
According to the RosStat (Federal State Statishiesvice; see table 1), by the end of

2010 the number of officially registered migrantriwers from Uzbekistan working in Russia
made up about 511.5 thousand people. This is 3bf284 officially registered migrant workers
working in Russia who came from the CIS countri€ee share of migrant workers from
Uzbekistan who work officially — of overall numbef migrants from Uzbekistan residing in
Russia — is 41.3%, i.e. of 1 240.0 thousand peapl@ came from Uzbekistan, 728.5 thousand
people continue to work illegally (without officiamployment contracts).

Table 1. Number of labor migrants in Russi&®

2010 2009 (for comparison)
thousand in per cent | thousand in per cent
people compared to | people compared to

2009 2008
Total 1640,8 73,8 2223,6 91,7
From CIS member states 1246,9 75,8 1645,1 92,6
including:
Azerbaijan 40,3 66,5 60,7 79,5
Armenia 59,8 72,9 82,0 81,9
Kazakhstan 8,3 73,9 11,2 107,9
Kyrgyzstan 117,7 75,4 156,1 84,5
Republic of Moldova 72,2 70,9 101,9 83,5
Tajikistan 268,6 74,8 359,2 91,8
Turkmenistan 1,2 51,6 2,4 78,6
Uzbekistan 511,5 76,8 666,3 103,7
Ukraine 167,3 81,5 205,3 83,7
From other countries 392,0 67,9 577,3 88,9
including: 46,0 47,2 97,5 102,4
Vietham
China 186,5 69,1 169,9 95,8

Thus, 800 thousand Uzbek citizens still work atirttown risk without any kind of
guaranteed social protection, not having a good@mngerly secured pension upon retirement.
Therefore, in this situation, despite the measuagen by the state agencies of Russia and
Uzbekistan, the following problems remain:

* migrant workers, as a rule, are not registeredhénrélevant state agencies of Russia and

Uzbekistan;

* migration is of chaotic and unregulated nature;
» detection of seasonal and constant migrants seebesdifficult.

Therefore, although there is an agreement on igsge concluded at the level of
governments of Russia and Uzbekistan, the problieso@al protection and pension provision
of migrant workers from Uzbekistan remains unresdlvThe government of the RF decided to
create a State migration fund to pay future sosigbsidies to migrant workers, including
pensions, but in the organizational-legal and far@naspect of this issue is far from being
solved positively. Therefore, the issue of socraltgction of migrant workers and, what is more

12 Federal State Statistics Service of the Russiaefation http://gks.ru/wps/wcm/connect/rosstat/rosstatsigin




important, provision of pensions for them in theorshterm needs urgent solution by the
governments of Uzbekistan and Russian Federation.
It is necessary to substantially revise the cursénation as well as use new mechanisms
that would correspond to the reality and needsigfant workers themselves.
The goals of this report are as follows:
1) analysis of the existing legislation related to emsc of migrant workers to their
pensions from the state;
2) development of policy recommendations aimed at avipg the situation of migrant
workers.

3.2. Situation overview

Long before the new are across the territory dbekestan, as in all Central Asia, there
were migration flows of the largest continent oé thorld — Eurasia — from east to west, from
south to north. It is possible to notice certaicleg in them connected with economic, political
and demographic processes taking place in the vamdidndividual countries.

With independence and transition to market refetidoroad possibilities appeared for
migration exchange between our republic and theideitworld. President of Uzbekistan Islam
Karimov when determining top priorities in implentieg economic reforms for 2005-2008
described liberalization of economy and increasem@omes of the population as fundamental.
Liberalization of economy and expansion of the exkeconomic relations became a reliable
basis for equal participation of Uzbek manufactsiierthe world market the part of which is
labor resources. Labor migration concentrates selfitmany potential sources of economic
benefits and risks so the main goal of the stasoining this problem should be attainment of a
positive balance of migration in favor of sociatla@conomic priorities.

The Regulation “On improvement of registration ctizens of the Republic of
Uzbekistan going abroad for effectuation of labctivaty” adopted by the Cabinet of Ministers
of Uzbekistan in May 2007 aroused interest in maityzens for who the problem of
employment is important now and will remain sohe hear future.

From the late 19 century until the 1970s, significant migration @eeses were
stimulated not only by the conquest of Central Asyathe Russian Empire, but also by the
industrialization of economy, World War Il and ligation of consequences of the Tashkent
earthquake in 1996. The balance between immigratiohemigration flows somewhat stabilized
in 1975-1990. However, in the early nineties entigraflows for the first time began to exceed
immigration in 1.7-1.8 times: in subsequent yeéns, gap began to increase, and in the mid-
nineties emigration exceeded immigration in 4-5etfh

A peculiarity of migration flows from Uzbekistas the fact that they occur within the
CIS (about 90%), and their number is dominatedthgie Russian (74%). In 1991-2002, Russia
has received more than 800 000 Uzbeks, which mages9.0% of the total emigration during
this period>.

If we analyze the state of migration flows in 198300, we can see that in EU countries
the main problem was the need to substantiallyiceshe entry of migrants and in the countries
of Eastern Europe and the CIS — the problem ofgytorthese countries for high earnings. It was
during this period that migration mobility of thegulation of Uzbekistan, too, began to form not
on ethnicity basis, but on the basis of labor. Hesvethe trends of labor migration began to be
constrained by a number of factors and chief amtrmgn — making more difficult and
complicated the migration connections with the @gublics where largely the main migration
exchange took place, the reorientation of potentmdrants to distant foreign countries,
organizational, legal, financial, language and otieriers.

If the migration potential of Uzbekistan's popidat traditionally oriented on the
emigration to Russia, in 1995-2005 annually amaditde400-600 thousand of people, by 2007-
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2010 it made up from 840.0 thousand to 1 242.0ghod of peopfé. This stream is formed
mainly by middle-aged and older citizens fluent Russian. However, since 2000, a new
generation that grew up after the collapse of theie® Union has a poor command of Russian
language, and it exerts a strong influence on thmdtion of labor migration flows from the
Republic.

Sociological studies show that over 90% of labagration of the population occurs on
an illegal basis. Such a significant illegal migratto Russia is determined by capacious labor
market, higher price of labor power, relative freed of entrepreneurial activity, visa-free
regime. It is difficult to assess the real extehtlalbbor migration to Russia, however, some
sociological studies and statistical data of migratservices indicate that there is no region,
including northern and remote, without migrant weyskfrom Uzbekistan.

One of the reasons that prevents migration fromeld@ment is that the process of
legalizing the right to work abroad connected vitie formation of the legislative framework
and organizational and technical procedures fastasge to labor migration in Uzbekistan does
not meet the pace of market liberalization. Sociktgs not always understand correctly the need
of labor exchange under market conditions, massaraxVers incorrectly the problems of labor
migration and all this also does not contributéatmor migration. For example, many people still
think, as in the Soviet times, that labor migratisrprimarily the drain of the skilled personnel
from the country, lack of patriotism and the de$mewealth. This is confirmed by the results of
a sociological poll of the population on issueslaifor migration carried out in 2009 by the
Republican Center “ljtimoiy Fikr.” The study show#tat over 85% of people prefer to live and
work in Uzbekistan. From the national and patrigi@int of view this, of course, should be
welcomed. However, some other thing is interestmg potentially every fourth citizen of
Uzbekistan who is over 18 years (23.8%jould like to work in any country for some time in
order to obtain higher wages. Therefore, under stacknditions, economic motives of labor
migration outweigh the patriotic feelings of citie This means that in the course of the further
liberalization of economic relations in Uzbekistamd major changes in the national economy
the dynamics of growth of labor migration will iease, which, in turn, will require addressing
the issue of social guarantees for migrant workexgardless of their place of residence and
employment.

What can motivate the authorities to strive fgpasitive solution of urgent problems?
The economic benefits of this process are as fallow

First, the problems of employment are being solpogitively in the country, tension in
employment is reducing significantly, especiallyumal areas.

Second, the level of incomes of the migrant workéamily is increasing significantly
without substantial support from the state.

Third, the flow of remittances to Uzbekistan isreasing, which contributes to the
growth of investment opportunities. As is knowne tlargest recipients of remittances in the
world are India and Mexico (over 10 billion of dmié a year), Philippines (6.5 billion),
Morocco, Egypt and Turkey (3 billion eaéh)in Uzbekistan, this indicator also has high pafce
growth, for example, in 2010, remittances made lpua 2.5 billion dollars. It is natural that
now the flow of remittances from migrant workergesg a substantial influence on the economy
of the country. For instance, according to the datahe Central Bank of Russia, remittances
from the Russian Federation to Uzbekistan onlydooedance with the official data made up
around 2.052 billion US dollars (see diagram 1)ca@xding to the statistical data, the growth of
remittances to Uzbekistan made up in average 50%parced to 2006.

% Mukomel V.I., Panna E.A., Does Russian societydmagrants? Foundation “Liberal mission”, M., 2099.7-30
%" Data of the Center for Migration Studies of Uztstki, 2004-2010
8 Economic Review, 2010, No. 2 (77). p. 13



Diagram 1. Remittances from Russia to Uzbekistan, djikistan and Kyrgyzstan in 2010 (in
million USD)*®
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Fourth, returning to Uzbekistan, the migrants be¢p use new knowledge, rich
experience in organizing and evaluating work orhftgch industries, which contributes to the
creation of conditions for the growth of innovatiand efficiency in the national economy. One
of six successful entrepreneurs operating in Uzbakitoday is a person who worked abroad.
Over 30% of migrant workers want to earn an initapital to organize or develop their own
business. Upon returning home they do not takeslaamthe bank and start their own production
companies or firms using their savings.

All these benefits make it necessary to improwe dtate policy on active regulation of
migration processes in Uzbekistan. Given this sibnathe Government of Uzbekistan after a
lengthy exchange of views on issues of labor mignahas proposed to the Government of the
Russian Federation draft intergovernmental agree&sn&hese agreements were executed during
the visit in July of 2007 to Uzbekistan of the dmglBon of the Government of the Russian
Federation headed by Sergey Ivanov, first deputyrotan of the Russian Federation. At that
time three major documents on regulation of migratirelations were signed -
intergovernmental agreements “On readmission”, fabor activity and protection of the rights
of migrant workers of the Russian Federation inRlepublic of Uzbekistan and migrant workers
of the Republic of Uzbekistan in the Russian Fet@mraand "On combating illegal migration.”
With the purpose of practical implementation of gigned documents, the development and
intensification of relations in the field of laborigration the Agency under the Ministry of Labor
of Uzbekistan for three years now have been praagssimerous proposals of large industrial
enterprises of the Russian Federation in ordertudysthe conditions of employment. The
agency also conducts organizational work studyivegdemand by Uzbek citizens for jobs in the
Russian Federation. For persons who have expressiderest in employment at the enterprises
in the Russian Federation a “Form of an applicamt dmployment” has been developed.
However, because of numerous bureaucratic obstaslegell as the global financial crisis that
broke out in 2008-2010, the full implementationimtergovernmental agreements turned out to
be impossible. Therefore, issues of improving #gal, institutional and financial framework for
social protection of migrant workers remain open.

3.3. Current legislative practice

Due to a large scale of the state pension pravigimgram under the conditions of
reforming and taking into account its complexityusad by the peculiarities of pension
liabilities, the current pension system in Uzbekisplays a special role not only in social and
social-political life of the entire state, but aisothe fiscal and budget system of the country, in
the formation and redistribution of monetary resesrin the regional, sectoral aspects, and even
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in interstate relations. Thus, the current pensgsiem influences the stability of the entire
financial system of the state as well as the balaidhe state budget and the budgets of local
authorities, etc.

As for ensuring more effective use of state fualltscated to social protection and to the
pension provision of citizens, one of the firstiggtive documents of Uzbekistan was the Law
“On Pension Provision of Citizens" of Septembet293.

It was market relations that exposed the flanthefcentralized state system of social and
pension insurance caused first of all by:

« the absence of a scientifically based assessméehe dihancial load on payers;

* non-involvement of insurants in participation imfumanagement;

» the absence of assessments and correlation ofsprof@al and social risk with the
amount of insurance contributions;

» the separation of the mechanism of determiningatheunt of pensions from the results
of labor activity of an employee,;

» the availability of unfoundedly broad privileges wdtirement and additions for some
categories of pensioners;

e the absence of interstate forms and agreementectathwith the pension provision of
the population involved in emigration and immigoati including migrant workers.

The pension system of Uzbekistan today shouldrbecan important mechanism in the
market relations of states guaranteeing the perntastabilization of the social balances in
society between the employed and unemployed, imguchigrant workers in the territory of
other countries.

The complexity of the financial mechanism of recgal payments determining pension
accumulations begins to manifest itself in the abseof its organizational, legislative and legal
foundations. This is connected with the fact thabhgion funds, unlike other state funds, are
accumulated through the creation of special offg@idunds that organize the collection and
financing of pension payments. If pension fundspeteling on their financial capabilities,
provide stable financing of pension payments, passible to talk about domestic financing of
the pension fund. If additional means should beaetitéd from other sources for payments of
pensions (e.g. interstate reciprocal payments freceipts into pension funds of migrant
workers), we should talk about an external or “rdikending” of pension payments.

The current structural and functional charactiessdf the pension system of Uzbekistan
are fundamentally different from each other only dpurces of funding. In this aspect, the
solidarity system being in fact the state systems Haee main sources: contributions of
employees, mandatory deductions from the wage fstatk grants.

In the pension accumulation system operating S5, in accordance with the Law of
the Republic of Uzbekistan “On Accumulated Pendisovision of Citizens,” there are two
sources: mandatory or voluntary contributions fremployees, interest from investment of
accumulations.

Private pension accumulation funds existing in ékzgtan on the semi-legal basis whose
volume is not large yet, operate on the basis ef fibllowing sources: contributions by
employees; interest from the capitalization of dbntions; transferring additional means from
other social funds at the request of employees.

The issue of the organization of pension paymisnédso of importance. In the solidarity
system — the state creates and controls the consgljtiamount and time limit of pension
payments. Subjects of the economic relations is fhibcess are: state; pensioners; working
members of society and enterprises deducting perwatributions. In other systems, pension
payments, their amount, time limit and conditioms defined in a particular contract between
employees and insurance agency.

Based on the dual nature of the system of theipemsovision for citizens that operates
in Uzbekistan, we can draw conclusions about pagtiés of pensions.



First, pensions are provided exclusively for disdlpersons and are established strictly
when the conditions happen that give the right pemsion for these persons.

Second, a pension is based on the pension combnbof a future pensioner and strictly
regulated on the basis of volume and quality of twntribution.

Third, pensions are awarded only in monetary fand in national currency — sum.

Forth, pensions are paid to an individual pensiémeinduvidual purposes.

Fifth, pension is paid for life and is of a comdtaature. It my be revised only in cases
when there are grounds or additional informatiayarding the participation or non-participation
of a pensioner in labor activity.

So it is possible to defenitely assert that desthie fact that the Agreement between the
CIS countries of March 13, 1992 “On guaranteedefRights of Citizens of the CIS in pension
provision” provides the synchronization of pensgamtributions and access to pension funds in
the terrotory of all CIS, this document loses alicE when it is illegal migrant workers, since
they are not registered as employees in any Cl8tdes.

Thus, the maturing need to adopt in Uzbekistaamadn labor migrants and conclude a
bilateral agreement between Russia and Uzbekisgarding migrant workers becomes evident.
This law and the agreement will create a legistaframework for this category of persons as a
whole, including the methodology for involving ugigtered migrants in the social provision
system. It is interesting to note that none offtivener or present labor migrants has expressed
concern regarding his exclusion from this systerthenfuture. This can be explained by the fact
that migrant workers are mostly young people, apdhe fact that pensions in Uzbekistan
remain at a very low level. Thus, potential besedt participation in the pension accumulation
system do not seem sufficiently attractive to nmgraorkers and they do not want to expend
any effort in this direction.

3.4. Identified areas of concern
What elements and mechanisms should now inclade steasures to regulate legal and
social aspects of labor migration of the population

1. When addressing the main legislative and orgamizatiissues connected with labor
migration first of all it is necessary to determm@als taking into account economic and
social tasks facing the state and society in enrmpéyt and growth of incomes of the
population. According to the goals, it is necesdaryorm state programs (in this case
programs of social provision of migrant workers).

2. The creation of programs of social, economic arghllesupport for labor migration
should be based on the goals of improvement ofathar legislation of Uzbekistan where
it is necessary to form special territorial progsafor the development of regional
markets of labor and employment. When addressiogl@ms of external labor migration
the strategy of the state should be assistancénfalr stimulation of) its citizens in
receiving social and economic benefit based omakelts of labor activity abroad.

3. Arrangements for social, economic and legal suppértabor migration cannot be
provided without proper registration of migratiolovis so one of the most important
tasks in the state regulation of migration processe modern forms of registration of
citizens who leave the country and return to itlwiees, types and forms of social
support for labor migrants depend on the reliaboit the registration and timely analysis
of the situation. Forms of social and other typesupport from the state will depend on
gender, age, family status and conditions of wdrkbw migrants. It is most important
and for migrants themselves not only when workibgyad but also after return home.



4. When developing measures for regulation and sqeitiection of labor migration it is
necessary to divide tasks and functions betweete staganizations, trade union
organizations, other social organizations and epgui

There is no doubt that the most important tasksilshbe performed by the state whose
citizens going abroad. The state as a guarantatheflegal foundations creates necessary
conditions for work and life of a citizen abroadaihgh its legislative acts and international
agreements with other countries or gropus of otleemtries (for example, EAEC). A migrant
worker should be sure that when unexpected ciramass arise he will not be left alone with
his problems as it often happens and the statesdarade union will help him.

When a citizen who left Uzbekistan concludes anplegment contract with
organizations, firms and employment agencies, thaée sshould guarantee him through its
legislative acts the protection of health, sociadl ension insurance regardless the area and
direction of activities of those organizations, dén of their activities and their form of
ownership.

The next imposrtan task is require from the rdogiparty the provision of protection of
labor and such a salary that makes it possiblen®employee to compensate his labor expenses,
recover physical and psychological condition. Italso necessary to create conditions at the
place of work of a migrant worker for accumulatemd safekeeping of earned money in banking
institutions with a subsequent transfer of therthteobanks of Uzbekistan.

3.5. Conclusions

1. The applicable law of the Republic of Uzbekistaresimot cover the activities of its
citizens involved in labor migration abroad. Drifivs “On Labor Migration” and “On
Strengthening the Forms of Social and Pension Gteea for Citizens Leaving Abroad
on Labor Contracts” are scheduled for review byRhdiament in 2011-2012.

2. Run by the state, the functioning pension systertdabekistan consisting of one joint
system and the accumulated part is far from cogddinbek nationals living abroad.

3. A concatenation of agreements signed between tlssi&duFederation and the Republic
of Uzbekistan in July 2007 governing migration tielas between the two countries (“On
Readmission,” “On Work Activities and ProtectingetRights of Labor Migrants from
the Russian Federation in the Republic of Uzbekisiad Labor Migrants from the
Republic of Uzbekistan in the Russian Federatiomt ¢On Combatting lllegal
Migration”) are, for a number of objective reasonigrently not fully effective.

4. The mechanisms and procedure for recording Uzbg&nads leaving abroad on a legal
basis have not been defined yet. Therefore, argy @atUzbek nationals working abroad
are not always accurate, and do not always rethecteal situation.

5. In May 2007, the Cabinet of Ministers of Uzbekistadopted a Resolution “On
Improving the Record of Uzbek Nationals Leaving @dmt for Work,” which raised a fair
degree of interest among those willing to leavedbentry. However, due to excessive
formalities and bureaucratic impediments, as wslinaandatory payments related to
insurance and training of those leaving abroadntimaber of people leaving the country
on an illegal basis increased (from 2007 to 20E0nmiimber of illegal aliens increased by
350-400 thousand people).

3.6. Recommendations



It is impossible to solve the problems of pensionvion for labor migrants without
appropriate arrangements regarding their sociaeption in those countries where they go. In
this regard, the following seems necessary:.

1.

By means of legislative requirements, the stateilshoblige all organizations preparing
labor migrants for departure, irrespective of wagéncy they belong to, to begin their
interaction by providing training to those going@dd on how to depart to, and work in,
foreign countries. This training should become éra mandatory program on training
workers and specialists, and its cost should Hediec! in other costs related to preparing
labor migrants for depature. Territorial and regloeamployments offices should, on a
constant and open basis, inform the public aboutashel both in the domestic and
external labor market.

To reduce the number of illegal aliens it is neaggs$o increase the number of non-state
organizations and companies providing legal colingehnd information to those willing
to travel abroad for work. These organizations &haneet all licensing requirements
compliant with the state’s policy in the area dfdaand employtment.

When issuing exit visas, territorial Departmentshd Interior should differentiate those
leaving abroad for work, and issue visas based afor| contracts signed between
individuals and foreign companies and organizationging them for work. Currently,
exit visas for those seeking employment in othemtges are issued without specifying
the purpose of the visit and according to the steshgrocedure.

The government should sign bilateral or multilatexgreements with all those countries
that host Uzbek migrants on social, economic agdllguarantees for Uzbek nationals
working in such contries based on labor contracts.

Similar agreements should be reached with tradenui@derations and confederations in
these countries. The agreements should specify rnmaguirements related to social
protection, working conditions and secured minimwages taking into account a
person’s qualifications and skills, and workloads.

The following major mechanisms of social, employmand legal support for labor
migrants should be regulated in agreements betata¢es and trade unions:

A) Organization of pension insurance of migrant workers. Pension insurance of migrants

is an important factor in stimulating labor andiabstability of their behavior. Moreover, the
pension insurance abroad, particularly in the RumsEiederation, is considered to be one of the
essential elements of capital accumulation in @sttro other forms of insurance. An important
peculiarity of the pension insurance in developedntries is a broad market of retirement
services for able-bodied population. The forms ahdatory pension insurance do not apply to
migrants from Uzbekistan working for hire. Ther&fpwhen executing employment contracts
migrants and their employers should specify in itlét@ conditions of mandatory or voluntary
pension insurance of the migrants for the periotheir employment in this country. In Russia
there are no laws that determine the conditiongeision insurance of migrant workers,
therefore, in accordance with the International ¥&mion adopted by the General Conference of
the ILO on June 2, 1982 the regulation of their gp@m insurance should be determined by
interstate agreements.

First of all, these international agreements sthodetermine the following:
— basic conditions and pension insurance progrésueemes of coverage, family

insurance package);



— amounts and schedule of pension contributionshar@sm for arranging them with the
employer (choose a short-term (1 year, 2 yearpdob years) pension insurance program that
is in accordance with the employment contract);

— amounts of pension contributions transferredhi personal account of the Russian
territorial pension fund;

— conditions for receipt of sum accumulated ongfarring it to the personal account in
the pension fund of Uzbekistan ;

— forms and mechanisms of reciprocal paymentsdmivthe funds of the countries;

— methods of comparison of rates dional currencies at the time of reciprocal
payments .

Regarding all aforementioned organizational anchrigal issues, migrant workers
should receive a very detailed instruction befooeng abroad. Such consultations abroad are
rather expensive and are not always in favor oframts.

Often, migrants carry the money they earned infdlhe of cash or other material values
at their own risk. At the request of a migrant theney earned can be regularly transferred in
non-cash form through banking institutions. Thes®é can also be accumulated in the accounts
of the banks where a migrant works with addition ioterest, and after the end of the
employment contract these funds can be transfawethe primary place of residence of a
migrant. But there is also a third option: accurtiata of money earned by a migrant in the
accounts at his primary place of residence if, teetoe left the country for work abroad, he
opened a special account in the bank and regutlargfers there part of money earned.

Taking these measures to step up the state regulat labor migration and creating
mechanisms for guaranteed social protection of anigmworkers will lead to a substantial
stabilization of the social situation in Russia dozbekistan, emergence of opportunities for
continuation of market transformations in Uzbekistand to a significant extension of the labor
market, the reduction of tension regarding emplaytmand an increase in the real income of
Uzbek citizens.

Taking into account the results of the analysisthed current legislative and social
practices of providing access to the pension actatron system for migrant workers from
Uzbekistan working in Russia it seems that the @m@ntation of certain reform is inevitable.
These reforms should include methodological andceptual issues and be approved by the
governments of Russia and Uzbekistan and also b® N@her steps such as making the general
public aware through mass media of advantagesatiding migrant workers in the system of
social provision, providing access to the pensistesn and pension payments through Internet,
making possible for private pension funds to opeaae required taking into account all needs of
this target group.

Important tasks in forming market meubkms for the pension system are also:

1. The opening by the Republic of Uzbekistan of brascbf the pension fund in Moscow
and other cities and regions with the largest cotmagon of migrant workers. This
would allow insurance agents of the branches tmfarsphere (market) of retirement
services in the territory of the Russian Federatfmd it is advisable to recruit agents
from among the migrant workers themselves who héne desire and appropriate
qualification. In this case, on the basis of théumtary and compulsory principle, it is
possible to reach a maximum number of migrant wsrlaad their employers.

2. The opening of accumulation accounts for persone Wave temporarily left for the
Russian Federation in the branches of the Peoplek of Uzbekistan according to the
current Law “On State Pension Accumulation Systér@itzens”. Once a year migrant
workers will transfer contributions to the openeatgmnal accounts the amount of which
may be determined at wish of the migrant workeesrtelves by arrangement with the
branches of the Peoples Bank of Uzbekistan.

3. The organization, on the basis of an insuranceracitof trilateral relations between a
migrant worker, employer and pension insurance @gef the Russian Federation,



which makes it possible to address issues of gbort-pension insurance of migrant
workers under the current pension legislation ofd$Rau

4. The organization of pension insurance of migrantkers through joint Russian-Uzbek
private pension insurance funds under the guarardée¢he states. This direction will
make it possible to further increase the coveragenigrants with insurance services
taking into account the requirements of the manglagocial insurance for workers and
members of their families.

5. The new above-mentioned directions for the devekagrand imrovement of the pension
provision system under the functional tasks fulbtyrespond to the scheme of a potential
reform of the pension system of Uzbekistan thatavided below.

These and other measures for ordering the penssurance of migrant workers will
make it possible to form, in a near future, a modaganizational, legal and financial system of
the guaranteed pension insurance of persons natpbwith such guarantees by their states.

Picture 1. Potential pension reform in Uzbekistan
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B) Provision of social guarantees for migrant workers regardless of their pension
contributions and the level of needs. This is about the minimum amount of social se¥sic
rendered in a specific situation connected witeraptorary support for a migrant who arrived to
work. Costs associated with these services areredu®y future earnings of the employee. This
includes a preliminary medical examination of timepéoyee upon arrival at the place of work,
provision of food, lodging, travel by transportetiubsequent employment for a specified term.

Other types of social guarantees are conditioneark, rest and pay of the employee.
These guarantees should be explicitly stated irethployment contract taking into account the
peculiarities of work and qualification of the emypde. Strict conditions imply unquestioning
performance of the contract; in case of breachootract, the employer will inevitably apply
financial and administrative sanctions — up to gpimemature termination of the employment
contract.

Another important point regarding social guarasteg a special attitude towards
members of migrant families. If the terms and cbtods of the contract provide for the
possibility of arrival of a migrant with family mewers, the amount of necessary social services



should be increased depending on the number ofyfamembers. In these cases, the employer
takes part in providing accommodation, enrollingdrien in nursery or school, etc. And these
costs are covered by future earnings of the employe

The main issue in the provision of social guarasiie to determine the minimum wages.
Foreign firms and companies are interested inimyitmigrants from abroad mainly due to the
possibility of establishing a level of remuneratibiat may be significantly lower than the level
officially established in the country. Most illegaligrants are satisfied with these levels. In
addition to providing minimum wages, the receivpayty should guarantee regular indexation
of wages of migrants in the same manner as forratitigens to protect against inflation the
funds accumulated by migrants. Of course this isfimeild be the main issue to be addressed in
the preparation of interstate agreements on lalgraton.

C) Organization of social insurance against different types of risks for migrants. The
peculiarity of social insurance abroad is the dareof the insurance period of an employee. The
longer is the insurance period, the more advantagdois for the insured person, since the
possibilities for the worker and members of his ifgrexpand. If a migrant works for a short
period, insurance contracts are executed accotdirige duration of the employment contract,
which allows him to receive only the minimum amowftservices when the insured event
(illness, injury, accident) happens.

Conditions, extent and duration of social insuea€ migrants should be determined
based on two objectives. The first objective i€nsure the retention and recovery of the ability
of a worker to work, including regular preventiondarehabilitation of health problems and
maintenance of capacity for work. The second gofahancial provision for persons who have
temporarily lost their ability to work due to illag (injury) or have lost their jobs because of a
shutdown by fault of the employer. In these ca#igs,employee must be financially supported
by the employer and trade union in accordance \fth requirements of international
conventions on labor.

It should be noted that the proposed types ofatassurance should be implemented
through mandatory and voluntary forms of social Aedlth insurance that exist in the Russian
Federation. The peculiarity of these forms of iaswe is that a migrant may, if desired, to use
both forms of social insurance, and after the einth® employment contract he can use funds
accumulated as a result of voluntary social insteaat his discretion.

It is necessary to include a paragraph in inte¥sigreements providing for the transfer of
funds of social insurance, if they were not usddtha request of the employee, to his/her
retirement accumulation account or his/her othesq®al accounts.



