CHALLANGES AND
P ECIE T USRI s 10 BEC L IGE
FISCAL SPACE FOR SOCIAL
PROTECTION

Some technical and political insights




OBJECTIVE

=To present some reflections in relation to the
technical and political dimensions of constructing
fiscal space for social protection



KEY BACKGROUND
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THE CONSTRUCTION OF
FISCAL SPACE



FISCAL SPACE FOR SOCIAL
PROTECTION

- Key concept: fiscal space for social protection

= This means:
= Fiscal space: from static to dynamic concept

= Earmark or not to earmark? Using the tag to protect your funds

= Fiscal space creation as a process, not an activity
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(scenarios)
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ow to close this gap?

PRO'I‘E CTI O N ° Fiscal Space Analysis
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THE PROCESS
Taxation Social Debt Reserves Others
contributions and illicit
flows
Institutional Financial feasibility
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CREATING FISCAL SPACE = CREATING SPACES
IN THREE AREAS
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TIPS TO ENHANCE THE CHANCES OF
SUCCESS



TIP 1: CREATE THE CASE AND THINK
ABOUT THE MOMENTS

= Defend social protection:
= Effects on growth
= Effects on social development
= Effects on cohesion and political stability

= Remind that many other sectors claim to be important and also demand
their fiscal spaces (hence the importance of tip 2)

= The moment of the reforms: struggle



TIP 2: CREATE FISCAL SPACE, YES....BUT
POLITICAL SPACE, TOO

= Convince taxpayers to support social protection

= Present clear, affordable plans to opposition

= Think about the argument: Why social protection and not other sectors?



TIP 3: FOUR BE'S TO CONSTRUCT
FISCAL SPACE

= Be logic. Money comes when you are organized, not before

= Be clear. Goals and targets should be explicit and open to
everybody

=« Be transparent about money use and results

= Be aggresive so to get the most of what is technically and

politically feasible; moments for building fiscal space are
scarce

€



TIP 4: BALANCE THE RECIPE

= The fiscal space strategy should balance between:
= Traditional sources like VAT and income tax

= New sources of funding (fees on financial transactions)
= Internal efficiency

= Be careful not opening many fronts at the same time

= Importance of balancing between new resources and enhanced efficiency:
the political message

€



TIP 5: THINK IN TERMS OF THE
FINANCING FUNCTION

= Building fiscal space should be envisioned as a process to
collect money and then deliver relevant goods and services
for

= What changes to the institutional capacity to budget, execute,
monitor and evaluate?

=You are creating fiscal space only if you are able to
adequately allocate/budget those funds in the long-run



