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DESIGNING A SUSTAINABLE PENSION
REFORM PATH FOR UZBEKISTAN: A
COMPARATIVE INSTITUTIONAL APPROACH

Abdulazizova Nargiza Baxodir kizi
Independent PhD Candidate, Tashkent State University of Oriental Studies
E-mail: n.abdulazizova91@gmail.com

Abstract: Uzbekistan’s pension reform must reconcile financial sustainability with adequate old-age protection. This
article compares Sweden, the United States, Japan and Singapore through financing, coverage, demographic adjustment,
adequacy and risk allocation, and assesses the transferability of their reform mechanisms to Uzbekistan. The analysis
shows that Sweden offers lessons in contribution—benefit transparency and automatic adjustment; the United States
in diversification and its distributional limits; Japan in linking pension parameters with older-worker employment; and
Singapore in compulsory saving supported by strong administration. For Uzbekistan, direct replication is inappropriate.
A sequenced hybrid architecture is proposed: minimum protection, a financially disciplined contributory PAYG pillar and a
gradually strengthened funded component, supported by actuarial assessment, transparent indexation, broader contribution
coverage and unified digital pension accounts.

Keywords: pension reform; Uzbekistan; developed countries; pension sustainability; pension adequacy; NDC; funded
pensions; informal employment; multi-pillar system.

AHHoTauumsA: PechopmmnpoBaHme NEHCMOHHOW CUCTEMbI Y30€eKkncTaHa TpebyeT cornacoBaHnsi hMHaHCOBOW YCTONYMBOCTM
C obecneyeHriemM LOCTaTOMHOMO YPOBHS CoLMarnibHONM 3aluuThl B CTapoCcTu. B cTaTbe NpoBOAUTCS CPpaBHUTENbHBIN aHanm3
onbiTa Leeunn, CLIA, AnoHun n CuHranypa no TakMM HanpaBneHuWsMm, Kak MHaHCMpOBaHWE, OXBaT HaceneHus,
AemMorpadmyeckas aganTauus, afekBaTHOCTb MEHCUOHHBIX BbINMaT WM pacrnpefderieHne pUcKoB, a TakkKe OLEHMBAaETCH
BO3MOXHOCTb NEPEHOCa MEXaHN3MOB MX NEHCUOHHbIX pedhopM Ha ycnoBusi Y3bekucTaHa. PedynbraTel aHanu3a nokasbiBator,
41O onbIT LLBeLun npeacTaBnser MHTEPEC C TOYKM 3PEHNS MPO3PAYHOCTN B3aMMOCBA3N MEXAY B3HOCaMU N NEHCUOHHBLIMU
BbINnaTamu, a Takke MexaHV3MOB aBTOMaTUYECKON KoppekTupoBky; onbiT CLUA — B yacTn aveepcudukaLmm n CBA3aHHbIX
C HeW orpaHVYeHUi pacnpenennTenbHOro XxapakTepa; onbiT AnoHMY — B BONpOCcax B3aMMOCBSA3M NapaMeTPOB NEHCUOHHOM
CUCTEMBI C 3aHATOCTbIO PabOTHUKOB CTapLuero Bo3pacta; onbiT CuHranypa — B 0bnactn obssaTtenbHbiX coepexeHunn,
nogaepXmBaemMblx 3M@EKTMBHLIM rOCYAAPCTBEHHBIM agMUHUCTpUpoBaHueM. [ns YsbekucraHa npsiMoe KonvpoBaHue
OaHHbIX Moernen siBnseTcs HelenecoobpasHbiM. B cBA3M ¢ 3TMM npeanaraetcs noatanHas rmbpuaHas apxutektypa,
BKITIOYAOLLAsA MUHUMAarbHBIN YPOBEHb COLManbHOW 3allmTbl, PMHAHCOBO AUCLMNIMHUPOBAHHBIN pacnpenenuTenbHbIn
NMEHCUOHHBIA KOMMOHEHT (PAYG) 1 MOCTEMEHHO YKPEMIISEMbIA HaKOMUTENbHbIA KOMMOHEHT. [JaHHasi cuctemMa AormKHa
NOOOEPXKMBATLCSA aKTyapHOW OLIEHKOW, MpO3payHoON MHOEKCauMeln, pacluMpeHVeM OxBaTa MraTesbliMKOB MEHCUOHHBbIX
B3HOCOB 1 CO3[laHNEM €AMHbIX LUMPOBLIX NEHCMOHHbBIX CYETOB.

KnroyeBble crioBa: NeHCUMOHHas pedopMa; Y30ekMCcTaH; pas3BuTble CTpaHbl; YCTONYMBOCTb MEHCUOHHOW CUCTEMBI;
afeKkBaTHOCTb MeHcMoHHbIX BbinnaT; NDC; HakonuTenbHble MEeHcUW; HedopMarnbHas 3aHATOCTb; MHOrOypOBHEBasi
NEeHCUOHHas cucTema.

INTRODUCTION

Pension reformis increasingly shaped by population ageing, labour-market change and fiscal opportunities.
For Uzbekistan, reform opportunities may emerge alongside demographic development as contribution
coverage expands and expenditure is aligned with the contributory base. The reform process is therefore both
demographic and institutional.

Sweden, the United States, Japan and Singapore illustrate different allocations of pension risk: Sweden
combines PAYG financing with NDC adjustment; the United States mixes public insurance with employer
and individual saving; Japan relies on broad public coverage and parametric adaptation; and Singapore uses
compulsory funded accounts backed by strong administration.

The purpose of this article is therefore to identify which elements of these reform experiences are institution-
ally transferable to Uzbekistan and to formulate a sequenced package of practical recommendations for strength-
ening pension sustainability, coverage and adequacy. The research hypothesis is that Uzbekistan will obtain
better results from selective institutional adaptation than from replication of any single foreign pension model.

342 econoscitech-integration-journal.uz
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REVIEW OF LITERATURE ON THE SUBJECT

Pension reform literature increasingly emphasizes the trade-off between financial sustainability, benefit
adequacy and risk distribution. Barr and Diamond (2008) argue that pension systems should be evaluated not
only by their financing method, but also by their capacity to provide consumption smoothing, poverty protection
and insurance against socioeconomic risks [2]. Holzmann and Hinz (2005) further demonstrate that multi-pillar
pension arrangements can diversify demographic, fiscal and investment risks by combining public redistribution,
mandatory contributory provision and supplementary funded savings [3].

Within this debate, Palmer (2000) identifies notional defined-contribution (NDC) systems as a mechanism
for maintaining PAY G financing while strengthening the relationship between lifetime contributions and pension
entitlements [4]. Settergren and Mikula (2005) show that automatic balancing mechanisms can further improve
the long-term financial adjustment of PAYG systems [5]. These studies suggest that pension sustainability
depends less on a simple choice between PAYG and funded models than on the institutional mechanisms
through which risks are allocated and adjusted.

Building on this literature, the present study evaluates the transferability of selected pension reform
mechanisms to Uzbekistan through five criteria: financial sustainability, pension adequacy, coverage,
automatic adaptability and institutional feasibility. This approach allows international experience to be
assessed not as a model for direct replication, but as a source of institutionally adaptable reform instruments.

RESEARCH METHODOLOGY

The study applies a structured comparative institutional method. Sweden, the United States, Japan and
Singapore are treated as contrasting cases rather than a statistical sample. Official pension-administration and
OECD data establish institutional parameters, while IMF and ILO sources assess Uzbekistan’s constraints.
Each mechanism is evaluated by its contribution to sustainability or adequacy, its institutional preconditions
and its transferability to Uzbekistan. This prevents international practices from being assessed independently
of administrative capacity, labour-market informality and social safeguards.

ANALYSIS AND RESULTS

Sweden’s national public pension credits 18.5 per cent of pensionable income: 16 percentage points
to the PAYG-financed income pension and 2.5 points to the funded premium pension [6, 7]. Its notional
accounts strengthen the lifetime contribution—benefit link and incorporate longevity and balance adjustments
[4, 5]. For Uzbekistan, the transferable lesson is not immediate NDC replication but rule-based discipline
through reliable individual records, actuarial assessment and predefined adjustment rules.

United States: diversification works, but voluntary saving does not guarantee universal adequacy. The
U.S. system combines Social Security with employer and individual retirement saving. The OASDI payroll
tax is 12.4 per cent, normally shared equally by employer and employee [8], while supplementary defined-
contribution plans transfer more investment and contribution-history risk to individuals. The continuing
financing imbalance [9] shows that diversification does not remove fiscal pressure. For Uzbekistan, funded
saving should therefore supplement, not replace, compulsory social insurance and should operate with low
fees, sound governance and transparent disclosure.

Japan: demographic pressure requires labour-market and pension reform to move together. Japan
combines the National Pension with Employees’ Pension Insurance; the EPI contribution rate is 18.3 per
cent and is shared between employers and employees [10-13]. Coverage expansion and incentives for later
retirement show that pension-age policy must be coordinated with older-worker employment. For Uzbekistan,
any future retirement-age adjustment should therefore be gradual, predictable and accompanied by employment
measures and safeguards for arduous work and long contribution histories.

Singapore: funded saving requires strong formalization and governance. Singapore’s CPF is a
compulsory funded defined-contribution system. In 2026, the total contribution rate for employees aged
55 and below is 37 per cent—17 per cent from employers and 20 per cent from employees [14, 15]. Its
performance depends on enforcement, centralized administration and investment governance. Uzbekistan
can adapt digital accounts, portability and governance principles, while high compulsory contribution rates
can be effectively introduced alongside payroll formalization and strengthened administrative capacity. The
comparison becomes policy-relevant when aligned with Uzbekistan’s pension dynamics. Pension recipients
increased from 3.61 million in 2020 to 4.25 million in 2024 (+17.5%), while the average monthly pension rose
from UZS 848.5 thousand to UZS 1,495.6 thousand (Table 1).

econoscitech-integration-journal.uz
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Table 1. Selected pension-system indicators of Uzbekistan, 2020-2024"

Pension Average . Minimum old-age | Minimum/
- Annual - Average pension .

Year recipients, rowth. % pension, rowth. % pension, average,

thousand | 9 * | thousand UZS 9 e thousand UZS %
2020 3,612.6 — 848.5 — 513.4 60.5
2021 3,785.3 4.8 963.6 13.6 623.0 64.7
2022 3,976.9 5.1 1,080.8 12.2 698.0 64.6
2023 4,152.6 4.4 1,234.5 14.2 800.0 64.8
2024 4,246.4 23 1,495.6 21.2 834.0 55.8

Pension and social-benefit recipients per 10,000 population increased from 1,166.0 in 2020 to 1,317.2 in
2024. Although broader than the pensioner count, the indicator signals rising social-protection obligations and
reinforces the need to expand the contributory base and actuarial monitoring (Figure 1).

4200 -

4100 Ao

4000 -

3900 A

thousand persons

3800 A

3700 A

3600 -

2020 2021 2022 2023 2024
Year

Figure 1. Number of pension recipiants in Uzbekistan, 2020-2024?

Table 1 shows that pension-recipient growth slowed from 5.1% in 2022 to 2.3% in 2024, whereas the average
nominal pension grew by 21.2% in 2024. The minimum old-age pension fell from 60.5% of the average
pension in 2020 to 55.8% in 2024. This does not by itself prove weaker adequacy, but it demonstrates why

ave —@— Average pension ’ 2)
1400 - Minimum old-age pension

=
5
2 1200 7
]
£ 1000 A
o]
e}
o
3
S 800 A
2

600 -

2020 2021 2022 2023 2024
Year
Figure 2. Average and minimum pensions Uzbekistan, 2020-20243
1 Source: compiled and calculated by the author from the National Statistics Committee of the Republic of Uzbekistan, Social Protection
Statistics and SIAT datasets (2025-2026).
2 Source: author’s compilation based on the National Statistics Committee of the Republic of Uzbekistan.

3 Source: author’s compilation based on SIAT official statistical data.
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These trends support a three-part monitoring framework for Uzbekistan: sustainability (revenue, expenditure,
contributor-to-beneficiary ratios and actuarial liabilities), adequacy (replacement rates and minimum-pension
purchasing power) and coverage (contribution density and participation of self-employed and informal workers)

(Table 2).

Table 2. Transferability of Selected International Pension Reform Mechanisms to Uzbekistan*

Foreign mechanism

Potential value for
Uzbekistan

Transferability

Required adaptation

Sweden: lifetime contribution
record + automatic balance
rules

Strengthens actuarial
discipline and
transparency

High, in stages

Start with unified records, career-average
earnings and actuarial monitoring; consider
deeper NDC elements later

United States: public pillar +

Diversifies retirement

Use supplementary saving with default
mechanisms and fee/governance

administration

term saving

employer/individual funded |income and investment Medium-high . . .
. safeguards; retain mandatory public
saving sources .
protection
. . . Phase in slowly; link to older-worker
Japan: later retirement + Improves contributor- . .
- Medium-high employment and safeguards for arduous/
broader employee coverage beneficiary balance
long careers

Singapore: compulsory Improves ownership, Adopt digital-account and governance

funded accounts and digital portability and long- Selective principles first; avoid copying high

contribution rates before formalization

Recent international assessments place pension reform among Uzbekistan’s medium-term sustainability
priorities. The IMF’s 2025 Article IV report recommended gradual adjustment of retirement ages and the
standard contribution rate, use of career-average earnings and automatic price-based indexation [16].

The 2026 IMF assessment reports that a Pension System Reform concept note has been drafted, with
comprehensive reform progressing through further actuarial analysis and institutional development [17].
Consequently, retirement-age, contribution-rate and replacement targets can be calibrated on the basis of a
baseline actuarial model and alternative scenarios. ILO evidence also highlights the importance of informality
for social-protection coverage [18, 19], making coverage expansion a pension-finance priority as well as a

labour-market opportunity.

Based on the comparative evidence, a seven-component reform package is proposed.

1. Introduce an actuarial pension balance and annual sustainability report.

Before major parametric changes, the Pension Fund should publish a 20-30-year actuarial balance with
baseline and stress scenarios covering contributors, pensioners, revenue, expenditure and sensitivity to wages,
inflation, longevity, employment and migration. This directly addresses the actuarial gap identified by the IMF

in 2026.

2. Move the benefit formula toward career-average earnings.
A career-average formula would strengthen the lifetime contribution—benefit link and reduce incentives
to concentrate reported earnings near retirement. The transition should protect accrued rights and extend the

earnings period gradually.

3. Establish transparent automatic indexation with an explicit adequacy safeguard.

Indexation should follow a published rule. A price-based floor can protect purchasing power, while a mixed
price-and-wage rule may be used if actuarial projections confirm affordability; minimum-pension protection
should shield low-income pensioners.

4. Adjust retirement age gradually and conditionally, not as a stand-alone fiscal measure.

Any retirement-age increase should be gradual, announced in advance and linked to older-worker
employment, retraining and occupational-health measures, with safeguards for arduous occupations and long

contribution histories.

5. Create a simplified contributory route for self-employed, informal and migrant workers.

Self-employed, informal and migrant workers should have flexible digital contribution channels linked to
a unified individual account. Targeted temporary matching may be tested for low-income contributors, while
remote contributions and justified bilateral social-security arrangements can support migrant coverage.

6. Strengthen the funded pillar only after governance safeguards are in place.

4 Source: author’s synthesis based on [1], [4—15] and the institutional conditions of Uzbekistan discussed in [16—19].
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A funded component should expand only under clear fiduciary rules, asset limits, independent custody and
audit, fee disclosure and performance benchmarks. Low-cost diversified default portfolios can reduce risks for
inexperienced participants.

7. Build a single digital pension account and reform-monitoring dashboard.

A unified digital account should display verified contribution history, accrued rights, funded balances and
projected pensions. A system-level dashboard should track coverage, contribution density, effective retirement
age, replacement rates, expenditure, old-age poverty, administrative cost and funded-pillar performance (Table
3).

Table 3. Proposed Sequencing of Pension Reform Measures in Uzbekistan®

Phase Priority measures Expected result

Actuarial baseline; unified contribution records; reform
Phase I: 1-2 years dashboard; career-average formula preparation;
indexation rule design

Reliable evidence base and transparent
pension rights

Gradual formula transition; coverage incentives for self-
Phase II: 3-5 years | employed/informal workers; older-worker employment
measures; cautious retirement-age adjustment

Broader contributory base and improved
PAYG balance

Expansion of professionally governed funded pillar; Greater risk diversification and long-

Phase Ill: 5+ years possible deeper NDC-type mechanisms after evaluation term resilience

The proposed sequence avoids direct importation of foreign models. Sweden contributes automatic
discipline, the United States risk diversification, Japan coordination between pension parameters and older-age
employment, and Singapore digital administration and funded-account governance. These mechanisms are
useful only where their institutional preconditions can be created in Uzbekistan.

Reform success should therefore be assessed jointly through sustainability, adequacy and coverage: lower
expenditure is not sufficient if old-age poverty rises, funded assets are not sufficient if contribution coverage is
narrow, and a higher retirement age is not sufficient if older workers leave employment.

CONCLUSIONS AND SUGGESTIONS

The comparative analysis shows that the main lesson for Uzbekistan is institutional sequencing rather than
the superiority of one pension model. Sweden demonstrates rule-based PAYG adjustment; the United States
the benefits and limits of supplementary saving; Japan the need to coordinate demographic adjustment with
employment; and Singapore the administrative preconditions of compulsory funding.

Uzbekistan should pursue a calibrated multi-pillar architecture: strengthen the contributory PAYG pillar
through actuarial monitoring, career-average earnings, transparent indexation and gradual retirement-age
adjustment; expand coverage through simplified contributions and unified digital accounts; and develop
supplementary funded saving under professional governance. Because the IMF identifies actuarial analysis
as unfinished [17], precise numerical reforms should follow a credible long-term baseline. The central priority
is therefore to institutionalize continuous measurement and correction of pension-system imbalances while
preserving minimum old-age protection.
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