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We are determined to strengthen the social dimension of globalization. We firmly believe

that employment and sociaidlusion must be at the heart of our actions and policies to
restore growthéWe recognize the importance
countries, adapted to national situatioid20 Leaders Declaration;88November 2011.

Adding to ILO social security standards, governments, workers and employers from
185countriesadoptedhe Social Protection Floors Recommendati2(No. 202 at the
10T Session of the International Labour Confereinc&enevgSwitzerland) in 2012

SDG 13 commits aleauntri es to Ai mpl ement prateatibpn onal |

systems and measures for all, including fI
For ms Everywher e, United Nations, 2015. S
policies, especiallyiscal, wage and social protection policies, and progressively achieve

greater equalityd as part of Goal 10: Red

(United Nations, 201%h

Universal coverage and access to social protection are central to endingtyarat
boosting shared prosperityé Many countries
coverageé |t is ti me (fTherGlohanParineship farlUniversat i a |
Social Protectionled by the ILO and the World Bank Group, with othjor development
partners, launched at the 71st session of the UN General Assembly in 2016.
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Executive summary

This paper presents the results of costing universal social protection floors in 34 lower
middle-income, and 23 lovincome countries, consisting of: (i) allowances dll children

and all orphansfii) maternity benefits for all women with newborngii) benefits for all
persons with severe disabilities, and (iv) universatagd pensions. The levels of this
comparable set of benefits are based on naticdaliyped poverty lines, and .presented as

a percatage of GDP. The paper additionally reviews potential areas of fiscal space for the
necessary extension of social protection systems, and concludes that universal social
protection floors are feasible in the majority of developing countries.

Key results

1. All developing countries: A sample of 101 developing countries shows that universal
social protection floors agenerally affordable. When upper middheome countries
are included, the average costs vaagionallyfrom 0.9 per cent of GDP iRastern
Asia and the Pacific, to over 2 per cent of GDP in the Middle East and Northern Africa,
Eastern Europe and Central Asia, Latin America and the Caribbean, andr8Asth;
upto 2.9 per cent of GDP in StfBaharan Africa. It can be concluded thaivarsal
social protection floors are generally affordable given that costs stand at an average of
1.6 per cent of GDP fathe sample ofleveloping countries. This is due to the high
GDPlevel of highmiddle-income countries.

2. Lower income countries:However, are universal social protection floors affordable
in low-income and lower middismcome countries, where GDP is lower aruygrty
levels are higher?He resultdor 57 lower income countrieme presented below

2.a. Universal cash transfers for chidren Ob5 yearsof agecost on average 1.4 per
cent of GDP, with the benefit for each child set at 25 per cent of the poverty line.
A universal benefit for all orphan®$Q5 years, estimated at 100 per cent of the
national poverty line, wuld addonly 0.04percentage points of GDP to the cost;

2.b. Universal maternity benefit for all women with newborns costs on average
0.4per cent of GDP, with eashbenefit equivalent to 100 per cent of the national
poverty line for a duration of 4 months;

2.c. A universal benefit for persons with severe disabilitiegosts on average 0.8 per
cent of GDP witha benefit level of 100 per cent of the national poverty line;

2.d. Universal pensions for older personsver65 years of ageset at a level of 100
per cent of the nignal poverty line, would require on average 1.6 per cent of GDP
for the 57lower income countries in the sample.

The cost of the full set of benefits for the 57 lowwome and lowemiddle-income countries
ranges from 0.3 per cent of GDP for Mongolia9t8 per cent of GDP for Sierra Leohe
with an averagecostof 4.2 per cent oGDP. The full implementation of the 227 benefit
programmes described would cover a total of 702 million direct beneficiaries.

While some countries have the fiscal spacdewelop social protection floors, others will
have to gradually extend coverage and benefits according to national fiscal capacity, in
combination with contributory social insurarghemesThe fiscal space analysis presented

in this paper uses informatiofrom 57 countries and examines the following financing
options: tax, official development assistance, expenditure reallocation, debt management
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and illicit financial flows. National social dialogue is fundamental to generate political will
to explore alpossible fiscal space options in a country, and adopt the optimal policy mix.

The time is ripe. Today, Botswana, Indonesia and Peru are richer than the United Kingdom
in 1911 or Australia in 1908, whethesecountries setp their social security systems
including social assistance. India, Philippines, dtmo, Jamaica and Sudan, are wealthier
than Denmark in 1892 when it established universal social protection. It is the right time to
implement nationally appropriate social protection systems and resasurall, including

floors, as agreed in SDG 1.3 of the 2030 Agenda for Sustainable Development.

JEL Classification: 13, H6, H53, H55

Keywords: social protection, social security systems, social protection floors, child
allowances, orphan benefits, matity benefits, disability benefits, social pensions, public
expenditures, developing countries, universal policies, SDGs

Xii
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1. Universal social protection floors
to achieve the SDGs

The strong positive impacts of social protection have brought social protection to the
forefront of the development agenda. Social protection is a key element of national
development strategies to reduce poverty and inequaliyngie human capital, political
stability, and inclusive growth.

The Social Protection Floors Recommendation (No. 202), adopted in 2012, reflects a global
consensus on the extension of social secur.i
wo r k e gasizations from 185 countries at all levels of development (ILO, 2012 and

ILO, 201). In adopting Recommendation No. 202, countries committed to build
nationallydefined social protection floors as the fundamental element of their social
protectionsystems, aiming at universal protection, for all.

Furthermore, the rolbut of
SDG Target 1.3 and Indicator 1.3.1 social protection floors has
9 been endorsed by the G20,
and is part of the United
Target 1.3: Implement nationally appropriate social protect ~ Nations Sustainable

systems and measures for all, including floors, and by 2 Development Goals (SDGs),
achieve substantial coverage of the pawd the vulnerable adopted by all countries in

Indicator 1.3.1: Proportion of population covered by soc 2015, comml_ttlng Stat?S to
protection floors/systems, by sex, distinguishing childr expand social prot&on
unemployed persons, older persons, persons with disabili  Systems and measures for all,
pregnant women, newborns, weirkury victims and the por ~ including floors, by 2030
and the vulnerable (SDG target 1.3}.

More than thirty developing countries have takgrthe commitment and have already made
the vision of a world with universal social protection schemes a reality, such adifAage

the Plurinational State of Bolivia, Botswana, Brazil, Cabo Verde, Chile, China, Kazakhstan,
Kiribati, Kosovo, Kyrgyzstan, Lesotho, Maldives, Mauritius, Mongolia, Namibia,
Seychelles, South Africa, Swaziland, Thailand, Tiheste, Trinidad and Tobag
Uruguay, Uzbekistan, and Zanzibar (United Republic of Tanzania). Some of them have
achieved universality through a mix of contributory social insurance andawributory
benefits, and others have achieved universality by universal transfers, sutle as
Plurinational State of Bolivia, Botswana, Lesotho, Mongolia, Namibia, Swaziland or
Zanzibar (United Republic of Tanzania), showing that there are several ways to achieve
universality (Global Partnership for Universal Social Protection, 201k2D 20174).

The world is united in the advancement of universal social protection. Strengthening social
protection systems, including floors, is supported through the joint efforts of the United
Nations agencies at different levels, and through concerted jduntsefvith relevant
international, regional, subregional and national institutions and social partners, including
the Global Partnership for Universal Social Protection.

While the need for social protection is widely recognized, the human right to Secigity
remains unfulfilled for the | arge majority
global population enjoy access to comprehensive social protection systems, meaning that
they have access to all areas of social protection, éfuid benefits to oldage pensions,

1 Social protection also contributes to attaining several other goals, including the goals on health
(particularly target 3.8), gender equality (particularly target 5.4), decent work and economic growth
(particularly target 8.5) and equality (particularly target41L.0
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whereas 71 per cent are covered partially or not at all,(2027). Most of the population
adequately covered by comprehensive social protection systems live Hintughe
countries.

In 2015, the percentage of the global plagion effectively covered by at least one social
protection benefit (or SDG Indicator 1.3.1.) stands at only 45 per cent, which means that
more than half of the global population are not effectively protected in any area of social
protection. Social prettion coverage for children is still insufficient: only one in three
children (35 per cent) are covered, pointing to significant underinvestment in children and
families, mostly in developing countries. Only 41 per cent of women with newborns receive
matenity cash benefits that provide them with income security during the critical period.
Large coverage gaps exist also for persons with severe disabilities: worldwide, only 28 per
cent receive disability benefits. Effective pension coverage for older jgestords at 68 per

cent of all persons above retirement age worldwide (ILO, &01Despite significant
progress in the extension of social protection coverage, many are left unprotiegsed;
renewed efforts are needed to realize the human right to sedatity and achieve the
SDGs.

This paper explores the costs and affordability of-comtributory social protection floors
in developing countries, showing that it is feasible even for countriesavgh vulnerable
populations.

The lack of access to gal protection constitutes a major obstacle to economic and social
development. Inadequate or absent social protection coverage is associated with high and
persistent levels of poverty and economic insecurity, growing levels of inequality,
insufficient investments in human capital and human capabilities, and weak aggregate
demand in a time of recession and slow growth. Further, lack of social protection is
associated with political instability, higher crime rates and terrorism (ILO, 2014a).

Objective and scope of this paper

This paper aims to contribute to the extension of social protection floors by exploring their cost and
affordability in developing countries. The paper has a companion online ILO Social Protection
Floors Calculator to facilitate natiahdialogue on different social protection options; this and
othertools can be found &ttp://mww.socialprotection.org/gimi/gess/ShowWiki.action?id=7

Social protection floors consist of at least effective access to essential health care and basic
income security throughout the life cycle. For the purpose of this paper, we have considered
the income security dimension, based on a comparable set of cash transfers, comprising of:

(i) allowancs for all children and orphans;

(i) maternity benefs for allwomen with newborns;

(iif) benefits for all persons with severe disabilities, and

(iv) universal oldage pensions.

Cost estimates of each benefit are provided for 34 lower middéene (LMICs) and
23low-income countries (LICs). The cost of these besédr each country is based on the
national poverty line. The estimates include 3 per cent administrative costs for all universal
benefits; this assumption is based on experience from a number of universal and targeted

social protection programmes aroutig world; more details on the methodology can be
found in Annex | and Annex Il .

2 Universal social protection floors: Costing estimates and affordability in 57 lower income countries



It must be noted that countries often provide higher benefit levels to have larger impacts on
reducing poverty and inequality. Recommendation No. 202 along with otheraititeral

labour standards recommend that, in addition to providing a basic level of social security in
the form of a social protection floor, countries should progressively ensure higher levels of
social protection, with a view to achieving comprehensivé adequate social security
systems.

The calculations rely on a database of key demographic, poverty, employment and other
national statistics for the latest available year, 2015 for the majority of countries. The details
for each benefit category arepained in each chapter in this paper. While the database
contains data for 101 countries, the core of this paper is limited to 57 countries. The selection
is based on the focus on LIC and LMIC and data constramatavailability.

In Chapter 1, we presethe big picture, a rapid analysis of the costs of universal social
protection floors in all 101 developing countries for which data is available, including high
middle-income countries, as well as a historical comparison of the development of social
protection systems, including floors.

However, the paper focusses on investigating if universal social protection floors are
affordable in 57 lower middiegxcome and lowncome countries. These countries have
lower GDP, significantly larger numbers of pgoopulation, and often underdeveloped
social protection systems.

Chapter 2 explores the cost of universal benefits for children and orphans, Chapter 3
maternity benefits for all women with newborns, followed by Chapter 4 universal pensions
for persons witlsevere disabilities and Chapter 5 universalaijd pensions. These different
schemes are then combined in Chapter 6, to understand the full cost of universal social
protection floors. The paper concludes by reviewingChapter 7the differentoptions b

expand fiscal space to make universal social protection floors a reality in all lower
middle- and lowincome countries.

The big picture: Universal social protection floors in
101 middle - and low -income developing countries

The first question consideréa this paper is whether universal social protection floors are
affordable in developing countries in all regions of the world, at all income levels. The
following costs were estimated by applying the ILO Social Protection Floors Calculator
(SPF Calculatr) to 36 upper middincome, 34 lower middkncome, and 31 lovincome
countries:

() auniversal cash transfer for all children within a five year age bracket at 25 per cent of
the national poverty line;

(i) allowances for all orphans at 100 per cdrihe national poverty line;

(i) four months of a universal maternity benefit for all women with newborns, at the
national poverty line;

(iv) auniversal benefit for all persons with severe disabilities at 100 peofcde national
poverty line,and

2 The ILO Social Protection Floor Calculator is available at:
http://www.socialprotection.org/gimi/gess/SPFCalculReport.action

Universal social protection floors: Costiegtimates and affordability in 57 lower income countries 3



(v) a universal pension to older persons aged 65 and above at 100 per cent of the national
poverty line.

The average proportion of GDP needed to implement this set of life changing social
protection benefits is shown in Table 1.1.

Table 1.1 Costof the set of Universal Social Protection Bloashbenefitsby world regiofsubregion
for 101 developingpuntries, in percentage of GDP

Regiorisubregion Cost of Social Protection Fls

cash transfers iper cenof GDI
EasernAsia anthePacific 0.¢
Eastern Europe and Central Asia 2.7
Latin America and the Caribbean 2.2
Middle East and NertiAfrica 2.1
SouternAsia 1.3
SubSaharan Africa 2.¢
All developing countries (in the sample) 1.¢

SourceA u t fcalculads usinthelL® Social Protection Féa@alculator arhsed on tHeG World Social Protec
Database, 2017

Thecost of the set of social protection fls@mashbenefitsvaries from 0.9er cenof GDP

in EasernAsia and the Pacific, to between 1.7 andpzdcentof GDP inthe Middle East

and NortlernAfrica, Latin America and the Caribbean, and SeutiAsia. The cost are2.7

and 2.9er cenbf GDPrespectivelyfor Eastern Europe and Central Asia and-Sabaran
Africa. At an average of 1.6 of GDP for thensple of101 developingcountries, it may be
concluded that universal social protection floors are generally affordable in developing
countries.

This can be explained e highlevels of GDP of uppemiddle-income countries. Many
uppermiddleincome countries have successfully established universal social protection
schemes, providing evidence to the rest of the world that expanding coverage to all is not
only necessary but also feasible. However, would it be feasible if we focus on loweeincom
countries?

The time is ripe: A historical comparison of the development of
universal social protection systems, including floors

A historical comparison shows that todayds
per capita to higlincome counies when they established their social security systems.
Using Maddi sonds histor i c2004), mirel.ldesentstlieBo | t
GDP per capita of developing countries in 2010 (in blue), compared to the GDP per capita
of higherincome coutries when they established their social security systems (in black).

Results show that the time is ripe. Botswana and Indonesia have a comparable GDP per
capital to the United Kingdom in 1911, when the government enacted laws and established
social inswiance and social assistance programmes foaade |, di sability ar
pensions, sickness and maternity, work injng unemployment.

4 Universal social protection floors: Costing estimates and affordability in 57 lower income countries



Figure 1.1. Comparisomf GDP per capita in developing countries circa 2010 (blue bars)

and GDP per capita in dieyed countries at the time when their main
social security systems were established (black @@rE)90 US dollars)
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Today, India, Jamai¢dorocco,the Philippines and Sudan, are richer in terms of GDP per
capita than France in 1905, when the government establisheag@ldind disbility
pensions, sickness benefits, child support and unemployment beaefitsdso wealthier
than Denmark in 1892 when it established universabgl and disability pensions, work
injury, sickness and maternity benefits

Cambodia, Congo, Honduras akidzambique are richer in terms of GDP per capita than

Italy in 1919 when it extended social protection throughaolgl e , di sability ar
pensions, maternity benefits, unemployment insurance, and family/child grants. Similarly,
Benin, Cameroon, beria and Sierra Leone have higher GDP per capita levels than the
Russian Federation in 1922, when it created its social security system with univeesgd,old
survivorsodé6 and disability pensions, wor k i
benetts, as well as unemployment support.

Al so Ghana, Hondur as, the Lao Peopl eds Den
wealthier in terms of per capita GDP than Portugal in 1935, when it establiskegecdthd
survivorsé p e ns i o ’ssjicknessobetefitsi and mateynity enefies.f i t
Similarly, Egypt, Guatemala and Lebanon have higher GDP per capita levels than Norway

in 1936, when it established universal-aldy e , di sability and suryv
injury benefits, sickness benefitschmaternity benefits, and unemployment support. Peru,

Iran and Jordan have higher GDP per capita levels than the United States in 1935, when it
enacted its Social Security Act.

This historical comparison shows that it seems to be the right moment eateta social
protection systems, including floors, as agreed in the SDGs. Historically, countries in the
late 19th century and early 20th century established social security systems with a mix of
contributory social insurance and roontributory social ssistance. This is the most
common way to achieve universal coverage. While some developing countries have
the fiscal space today to develop universal social protection floors, others will have to
gradually extend coverage and benefits according to néfiimcal capacity, combining
non-contributory benefits with contributory social insurance.

Universal social protection floors: Costing estimates and affordability in 57 lower income countries



2. Universal child and orphan benefits

Rationale

This chapter starts exploring whether universal social protection floors are affordable in
57 lower middleincomeand lowincome countriesThese countries have lower a level of
GDP, a significantly larger poor population as well as a larger number of children, and often
have underdeveloped social protection systems. Specifically, the chapter examines the cost
of noncontributory child and orphan benefits in lower income countries, considering that
these benefits should be an essential element of national social protection systems, including
floors contributing to the achievement of SDG 1.3.

Child poverty, in its muiple facets, is one of the key challenges that needs to be addressed
in order to create equitable societies and promote sustainable developmenteGinéd
commitments are reflected in various goals and targets in the 2030 Sustainable Development
Agend, particularly with respect to ending poverty (SDG 1), improving nutrition and ending
hunger (SDG 2), improving health and wedling (SDG 3), ensuring access to education
(SDG 4) and reducing inequalities (SDG 10).

UNICEF (2016) estimates that, unle$® tmultiple inequities that negatively affect the

life of children are eliminated, poverty will continue to affect 167 million children

who will still live in extreme poverty in 2030 despite overall progress in reducing
poverty;69million children underhe age of 5 years will have died between 2016 and 2030;

and 60million children of primary school age will still be out of school by 2030. Recent
research has shown that deprivations suffe
(including during pegnancy), particularly with regard to nutrition, have a strong and

ofteni rreversible effect on childrenods Il at er
householdexperience higher mortality rates, more frequent healdted problems and

higher illiteragy rates trapping them in the vicious cycle of poverty. Economic vulnerability

of these poor households leads to children being required to bring in an income for the
survival of the household and thus puts these children at the risk of being forcedinto th
worst forms of child labour (ILO, 2013). Chikknsitive social protection measures are
considered as a crucial policy strategy to address this challenge (UNICEF et al., 2009;
Attanasio et aJ 2005; Baird et al. 2013, ILO 2014a). Child and family beggiin cash and

in kind, play a particularly important rol
needs.

Effective coverage figures for SDG indicator 1.3.1 show that 35 per cent of children globally
receive social protection benefits, witlgysificant regional disparities: while 87 per cent of
children in Europe and Central Asia and 66 per cent in the Americas receive benefits, this is
the case for only 28 per cent of children in Asia and 16 per cent in Africa. A positive trend
is the expansioof cash transfers for children (IL.@017). Specific child and family benefit
programmes rooted in legislation exist in 117 countties.

Countries which have made great strides towards universal social protection coverage
include Argentina, Brazil, Ché and Mongolid the latter a lowemiddle-income country.
Important programmes include the Child My Programme in Mongolia (seex2.1), the

Bolsa Familia programme in Brazil and the Oportunidades/Prospera programme in Mexico,
the Asignacion Universgor Hijo (AUH) programme in Argentina (se®»2.2) and the

child support grant in South Africa. The Oportunidades/Prospera programme has
improved primary and secondary school enrolment rates for children and the nutritional

SFor details on the types of child benefit sch
flagshipWorld Social Potection Repor{ILO, 2014a an®017a)
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status of 7(er cent ohouseholds as well as improved the health status of children under

5 years of age (Barrientos and Holmes, 2006). A recent study (Kidd, 2012) concludes that
in OECD countries, those that have had the greatest success in reducing child poverty are
the ones Wich are committed to providing child benefits on a universal basis (categorical
targeting).

Box 2.1. Mongolia: Universal Child Money Programme

In 2005, the government introduced the Child Money Programme (CMP) with the ain
poverty in thveake of the economic and social transition. This programme was initially img
a conditional cash transfer targeting the poor. The conditions included social and healt
well as schooling requirements (ie. children had to bé liw@ig peitents, be-toplate on
mandatory vaccinations, be enrolled in schefdronai@ducation if above the age of 8, and
engaged in harmful forms of child labour). Implementation of the targeted benefit encoun
of leakage the norpoor and exclusion of the poor in targeting (Hodges et al., 2007). A |
year into the programme, in July 2006 the government converted the programme into a ur
providing a benefit to all children under the age of 18 sardetithe introduced a new benef
newborn children and increased the amount of the benefit. The programme ma
conditionalities for receipt of benefits, namely the child had to be living with his or he
schochge child had be attending school orfioomal education. A study by Hodges et al. (
found that the initial targeted CMP reduced the child poverty headcount by almost 4 pel
(from 42.@er cent to 38.5 per cent) and lowered the child poverypgap pgraentage point
assuming that the child benefits received had raised actual household expenditure by
amount. The introduction of the universal child benefit and especially the increased amou
introduced in 2006, mtlithgovertheadcount by 10 percentage points (to 27.4 per cent)
the poverty gap by 5.5 percentage points (to 7.1 per cent).

However in 2010 following a reform of the social welfare system the CMP was discontin
2012, the courirg new parl i ament reintroduced t
Action Plan (20220 1 6) whi ch highlighted the gove
was universal and provided for all children until the age of 18. Tliecaneneit gsince Octobe
2012 was set at 20,000 MNT (approximately US$ 12) per month. This universal chil
financed from a tax on mineral resource.

The 2014 Household SBcimnomic Survey found that the CMP contributed to a reducti
poverty incidence by 12 per cent and the poverty gap by 21 per cent. It thus signifig
monetary poverty and even more so if only children were conside@d (ILO, 2016

In August 2016, the newly elected Government announced the refritraphictmpmwith respeq
to the CMP. As a consequence, only 60 per cent of children received the CMP in Nover
subsequently approved IMF-yieiageloan arrangement under the Extended Fund Facility
conditions with regard to fiscaledni dat i on which include @
social safety neto (I MF, 2017). However

the Governmentagtablished the universality feature of the CMP andtimguageaimme in the
Law on Social Welfare. In such a volatile context, the ratification of the Social Secu
Standards) Convention, 1952 (No. 102)
protection system, including thersali Child Money Programme.

Source: Global Partnership for Universal Social Protectib®, 200t O, 201
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Box 2.2. Argentina: Reaching universal coverage through a combination of schemes

The Argentinian social security system maeted family allowances, benefits for ch
and young people through social insurance (contributory), social assistance (non co
fiscal deduction programmes. Children below the age of 15 years represent a quar
populatioaf the country. In 2009, as a response to the global economic and financial
consolidate the existing programmes, the government launchedntitos@mUniversa
Child Allowance (AUH) as atéwnmgsocial policy measure designedeadah® gaps in the
system, in order to cover those not covered by the social insurance system, includin
domestic workers with income below the legal monthly minimum wage; unemplq
without coverage; seasonal workers; and ceganesatf sedmployed workers. The ma
aim is to ensure that benefits are paid for each child younger than age 18 (no limit i
to five children provided that beneficiaries fulfil certain health (such as vaccination for|
theage of 5 years, gt@nd educational (school attendance) requirements (ISSA and S

The three components of the family benefit programme reached 84.6 per cent of th
adolescents under the age of 18 in Argentina in 2014. Toe googilamime as well as t
fiscal deduction scheme benefited 53.3 per cent of the population of children and adqg
the age of 18 and the UniversalMIihwdnce scheme provided benefits to 46.8 per cen
same population. Allocatiwnchildren and adolescent benefits in 2014 (contribut
noncontributory components) was 1.04 per cent of GDP approximately of which the
the nortontributory component was 0.50 percentage points, the contributory com
0.46perentage points and to family allowances for people recehdgg pansidn was
0.08percentage points (Global Partnership for Universal Social Protection, 2016c).

An assessment of the impact on indigence and poverty of the family transfdrg fq
Bertranou and Maurizio (2012b) concluded that indigence would be reduced by
65per cent and overall poverty by 18 per cent. They estimated that the AUH covers
the children and adolescents who are poor and that witbutioeycamnd the raomtributory
benefits approximately 80 per cent of children are pulled out of poverty.

Within this family allowance scheme, foantridoutory social assistanogponentrovide
benefits that cover pregnant women and young infants: a universal pregnancy allow
protection and the mothersd pensi on.
allowance scheme reaches the most vulnerabl@1$jribe 2niversal pregnancy allows
aims at reducing maternal and infant mortality and is paid for each pregnancy to
domestic workers with income below the legal monthly minimum wage; unemployeq
certain categories of-emiplged workers. Enrolment in the prenatal and early childhog
program Pl an NACER and meeting the pr
the benefit. The mothersd pensi on ied)
with income and assets below the subsistence level, who do not receive any social s¢
or support from family members (ISSA and SSA, 2014).

Government expenditure on child benefits in 2013 (contributocontitditooyr excludin
expenditure on family benefits by provincial governments and the fiscal dedl
approximately 0.99 per cent of GDP (Bertranou et al., 2015). With this coordinate(
and child benefits, Argentina pursues social and economibyootoaiites for universal
coverage as part of its natieshefilyed social protection floors.

Sources: Bertranou and Maurizio, 2012a and 2012b; Bertranou et al. 2015; Global Partnership for|
Protection, 2016c¢; Global Partnership for Univat$aioSestion, 2016d; ILO£20%%Aand SSA014.

The 1 LO6s Soci al Protection Fl oors Recomme.
income security for children as one of the basic social security guarantees constituting a
national social proteion floor, based on an integrated approach that addresses the multiple
dimensions of child welbeing. This guarantee includes access to nutrition, education, care

and other necessary goods and services encompassing the broad range of resources that is
necessary to secure a decent standard of living and life in dignity for all children (ILO,
2014a). In this way, child and family benefits as part of the social protection floors
guarantees for children contribute to the 2030 Ageimdagarticular to reducinghild

poverty, reducing hunger and improving nutrition, and ensuring access to health care and
education.
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Assumptions

Results in

The modelled child benefit covers all childreia1® years of age, and classifies them into

3 age brackets of five years each. The l®fe¢he child benefit is fixed at 25 per cent of the
national poverty line, which in LICs and LMICs is usually calculated on a per capita basis,
without consideration of economies of scale for larger houseliditiss is a modest level,

yet it is importanto take into account that such child benefits may be combined with other
benefits. In the special case of double orphans (of both parents with probability based on
parental life expectancy), a higher level of benefits at 100 per cent of the nationay pover
line is assumed to meet the needs of this particularly vulnerable group. The results presented
below show the costs for each specific five year age bracket and for all orphans.

In order to ascertain the level of a child benefit in a specific countnyexty further
assessments would be necessary, possibly in the context of technical advice by the ILO,
considering in particular whether children enjoy universal access to at least essential health
care and access to education, as well as the povertyicedepact of existing child benefit
schemes and other relevant programmes. Benefit levels may need to be adjusted in order to
have significant impacts on child poverty.

low -income and lower middle -income countries

The estimation of the cosf transfers for all children, particularly orphans, at the estimated
level of benefits, is available for 57 lewand lower middldncome countries. The cost
estimates and the proportion of the population aget¥Oare divided ito three available
groups:under 5, b9 and 1®14 years old.

The projected costs for a basic universal child benefit for the age gtedpvéries
significantly between countries ranging from 0.1 per cent of GDP for Mongolia to
4.1 percent of GDP for Niger (figure 2.1) with average for all the 57 countries analysed

of 1.4 per cent of GDP. The benefit costs less than 1.0 per cent of GDP for a total of 18
countries of which ten show a cost below 0.5 per cent of GDP.

The projected costs for a basic universal child benefit fratie groupsts® and 1®14

range from less than 0.1 per cent of GDP for Mongolia to 3.5 and 3.0 per cent of GDP
respectively for Sierra Leone (figure 2.1) with an average for all the 57 countries analysed
of respectively 1.3 and 1.2 per cent of GDP.

The poportion of children in the total population varies from 17.3 per cent in Georgia to
50.5 per cent in Niger (secondary axis on-lefhd side in figure 2.1) with an average of
36.6 per cent for the sample.

4 Other countries use equivalence scales which attach a lower weight to children as compared to adult
household members, in order to reflect differences in consumption levels (e.g. OECD, 2011).

5 To calculate a diffrent set of benefits or different coverage, see the ILO Social Protection Floors
Calculator, available at: http://www.sociatotection.org/gimi/gess/SPFCalculReport.action.
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Figure 2.1. Cost of universal child benefitsd orphan benefits, as a percentage of &ialehildren
(as aproportion othe populationR015
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The cost of the benefits depends on the proportion of children in the populatilaveihef

the poverty line (which is the basis for setting the benefit level) and GDP. While the
proportion of children in the population explains a good share of the higher costs for some
countries (for the 11 countries with the highest costs the propatichildren represents a

least 40 per cent the population, while for the 15 countries with the lowest cost this
proportion is less than 35 per cent). However, the relative value of the poverty line is the
main explanation for the higher ce$br the sanple. The correlation between costs and the
relative value of the poverty line is 95.7 per cent whereas the correlation between costs and

the proportion of children is just 70.5 per cent.

Current public social protection expenditure for children

The compéison of the above cost estimates and the past expenlhigilights that not all

the above estimated costs are additional costs. Thus, the resource gap to implement the
benefit, at least for a group of countries, may be less than what has beeriezhiziode/e.

Some countries in the sample are spending currently more than the level of expenditure
required for a benefit as described in this paper. This is a promising signal that in some cases
the allocation of required resources is possible.

Of the 57countries, 19 do not have information on children and family benefit expenditure or
reported expenditure of 0.00 per cent of GDP. For the 38 countries for which information on
children and family benefit expenditure was available, four countries havataxpenditure

levels that exceed the cost estimations (see figure 2.2). This may be due to the fact that for the
past reported expenditure level the child population group is largdrgnefits are provided

to children also between ages of 5 to 18Yanthe benefit level is higher than the one used

for the calculation of the set of comparable social protection floors cash benefits.

Figure 2.2. Cost of a universal childo(@) benefit and orphan benefit and past expenditwecah
protection focchildren andamilies, 201&s a percentage of GDP)
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Source: Authorsdé calculations using | LO6s Sadatabase. Protection FIl o

6 The present report uses information on expenditure levels regarding public social protection
expenditure for c¢hi IWtbrld&artial Protecioa Repatido, 20043.t he | LOb6 s
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Forthe remaining 34 countries, the current expenditure levels are below the estimated costs
for the set of comparable social protection floors cash benefits. The average difference is
1.6 percentage points of GDP. For ten countries this difference amouhtpdocentage

point or less and for seven countries it is less thapé&r&nage points
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3. Universal maternity benefits

Rationale

Maternity protection is a key component tbe transformative policies callddr in the

2030 Agenda and is essential to the achievement of multiple Sustainable Development
Goals, particularly with respect to ending poverty (Goal 1), improving nutrition and
endinghunger (Goal 2), reducing maternal and infant mortality (Goal 3yrérg access

to education (Goal 4), achieving gender equality and empowering women
(Goal 5), promoting inclusive growth and decent work (Goal 8) esdlicing inequalities
(Goal10).

In 2014, about 800 women died every day from preventable causes relatedrtancy and

childbirth and 99 per cent of all maternal deattsurredn developing countries. The World

Health Report (WHO, 2005, Bl1) highlighedt hat @ ét hree quarters o
could be prevented if women were adequately nourishddreeeived appropriate care
during pregnancy, childbirth and the postn
infant deaths, could be avoided with adequate social protection and health care. Even in
developed countries there is evidence to showstitteg positive effect of paid maternity

leave. According to Human Rights Watch (2011, p. 37) a study of 18 OECD countries
covering more than three decades found that extending the number of weeksrofécted

paid leave was associated with a sigrafitdecrease in infant mortality, buhpaidleave

was not.

Maternity protection ensures income security for pregnant women and metlbrs
newborrs. Worldwide, effective social protection coverage estimates for SDG indicator
1.3.1show that only 41.per cent of women with newborns receive a maternity benefit, and
only 15.8 per cent of childbearing women in Africa (ILO, 281Buch lack of income
security during the final stages of preghancy and after childbirth forces many women,
especially those inthe informal economy, to keep working into the very late stages of
pregnancy and/or to return to work prematurely, thereby exposing themselves and their
children to significant health risks (ILO, 2016a; ILO 287

Universal effective maternity coveragashbeen achieved in Ukraine and Uruguay, and other
developing countries such as Argentina, Colombia, Mongolia and South Africa have made
significant progress. However, significant coverage and adequacy gaps remain in other parts
of the world. An increasingumber of countries are using roontributory maternity cash
benefits as a means to improve income security, nutrition and access to maternal and child
health care for pregnant women and new mothers, particularly for women living in poverty
and those inhe informal economy(ILO, 2016a; seedx 3.1).

 For details on the types of maternity schemes that existaroundaehe | d refer to the |
publicationWorld Social Protection RepoftLO, 2014a and®017a).
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Box 3.1Argentina, India and Bangladesh:
Noncontributory maternity benefit schemes

While in the majority of countries maternity benefits are provided through schemes thg
employment, amhber of countries have introducezbnwibutory benefits for women not cov
by any scheme. Most of thecaomibutory programmes introduced link benefits to the fulf
certain conditions related to health visits or information ses#ignmatgiaral healthirdant
health and nutrition.

InArgentinathe universal Family Allowance schésae box 2.2 aboyapvides necontributory
maternity benefits. The universal pregnancy allowance is paid for each pregnancy tq
domesti workers with income below the legal monthly minimum wage; unemployed j
certain categories of-egiployed workers. It covers women froith theek2of pregnancy to th
birth or end of pregnancy through a monthly cash transfer opAsgpsr@i@afapproximately U
65). The universal pregnancy allowance programme covered 22 per cent of births in 20
more than 66,000 women per month between May 2011 and Jur202@a? @e@yeen Jung
2014 and June 2016 on average hmorég,200 women received a benefit (ANSES, 2016)
contributory pension is also provided to mothers with seven or r(reaiuchildreadopted) wif]
income and assets below the subsistence level, who do not receive any social secu
support from family memiSS$4 and SSA, 2014)

In Indig the Indira Gandhi Matritva Sahyog Yojana (IGMSY) progiatnotieced in 2010
provides cash benefits for pregnant women and lactating mothers in 53 pilot distr
approximately 19.9 million women and supporting the financial inclusion of a
600,00@vomen annually (Government of India, 2284y benefit for all women aged 19 and
(limited to first two pregnancies; and excluding those who are covered through benefits pr
sector employees) for approximately 40 days aims at providing partial compensation fq
encourage women to take adequate rest before and after childbirth. In addition, all e
receive a cash incentive through a conditional cash transfer in two instalments (a total o
approximately US$.50as of 2013) during pregnamd the period of lactation, conditional

compliance with various conditions pertaining to registration, magalateoktions ang
breastfeeding practice. With the aim of making the programme universal, the Goverr|
announced iDecember 2016 the extension of the conditional cash transfer Materr]
Programme to cover all of the country. The programme will provide Rs. 6,000, in three

pre and posklivery care to pregnant and lactating women. The Golverdiadras estimate(
that for the period 2017 till-2018pproximately 5.17 million beneficiaries will be covered a
the programme at an estimated total cost of 12,700 .coee RS billion USS$)
(Chakrabastal.2017).

In Bangladeshthe Maternity Allowance Programme for Poor Lactating M@i#e?$ was
introduced in 2008. It targets women in rural areas aged 20 and over, living on a monthly,
than 1,500 takapproximately USS &9Iso covers mothers with a tlysaiiwvomen who are th
breadwinners of poor families. If eligible, they retisieesapport duriither the first or secon
pregnancy to the amount of 350 taka per month (approximately US$ 4.5) for a period
(ILO2014a) The MAP pamgme covered 116,000 women ir12@t& cost of 0.0041 per cent
GDP and was estimated to cover 220,000 womeii5naP@ldost of 0.01 per cent of G
Furthermore, the allowances for urbandove lactating mothers covered 86,000 womelvin 4
and was estimated to cover 100,000 womeri ire8péctively at a cost of 0.0035 and 0.004
cent of GDP (Ministry of Finance Bangladesh, 2014).

Note: At exchange rate of 1 US$ = 65.57 Rupees
Sources: ANSES, 2016; Chakrabarti et alo28frvmeént of India, 2016; ILO, 2014a, 2016a; Ministry of
Bangladesh, 2014

According to the Social Protection Floors Recommendation, 2012 (No. 202), para. 5(c),

countries should consider, as part of thei |
income security, at least at a nationally defined minimum level, for peigoactive age
who are unable to earn sufficient i ncomeé

as access to universal health care including maternal carecdwérbutory maternity
benefits can play an essential role in improving income dgcas well as nutrition and
health outcomes, for women and their children, during this critical phase of their lives. While
some countries have already make efforts to extend maternity benefit coverage, more efforts
are necessary for universal protecti®@uch investments will contribute tremendously to
enhancing maternal and child health, ensuring adequate nutrition, eliminating poverty, as
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well as achieving gender equality and decent work, and achieving the respective SDGs
(ILO, 20164a).

Assumptions

Results in

Forthe cost estimate of a maternity benefit, the number of beneficiaries was calculated based
on the observed countgpecific fertility rates. It is assumed that a maternity cash benefit of
100 per cent of the national poverty line would be provided to@ters during four months
around childbirth, in order to cover as a matter of priority the period when mothers and
newborns are most vulnerable. Such cash benefits should help to reduce financial pressures
on mothers, encourage them to take adequataftestchildbirth, and facilitate access to
health care services, including with regard toafgpodcket costs and transport costs.

low -income and lower middle -income countries

Cost estimates for a maternity cash benefig available for 57 lowand lower middle
income countries. The cost estimates and the proportion of expected beneficiaries
(corresponding to the number of mothers with newborns) are provided in figure 3.1.

For the year 2015, the average cost for providiagernity cash benefits is 0.43 per cent of
GDP. For 53 of the 57 countries the cost estimate is at or below 1 per cent of GDP. It is less
than 0.5 per cent of GDP for 29 countréagiwith a level of 0.1 per cent of GDP for eight
countries.

The proportionof beneficiaries (mothers with newborns) in the population ranges from
between 1.5 per cent in Georgia and Armenia to 5 per cent in Niger with an average across
the countries of 3 per cent of the populatibhe proportion of newborn children (see figure

3.1) is also directly related to the fertility rates.

The cost of the benefit depends on the proportion of newborn children in the population, the
level of the poverty line (which is the basis for setting the benefit level) and GDP. However,
the relative alue of the poverty line to GDP per capita is the main explanation for the
estimated cost levels. The correlation between costs and the relative value of the poverty line
is 92.3 per cent whereas the correlation between costs and the proportion of s&ybstn

74 per cent.

8 To calculate a different set of benefits or different coverage, see the ILO Social Protectisn Floor
Calculator, available at: http://www.sociaitotecton.org/gimi/gess/SPFCalculReport.action
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Figure 3.1. Cost of universal maternggshbenefits during 4 months at 100 per cent of the poverty line
(as a percentage of GD&hd beneficiarie@s proportion of populatio?)15
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4.  Universal disability benefits

Rationale

According to global estimates, persons with disabilitimsstitute approximatgll5 per cent

the worldébés popul ation many of t hem
785 million persons with disabilities are of working age, 15 years or over (ILO, 2014a).
Effective social protection measures to protect persons aigthbilities and promote
independent living and access to decent work are a precondition for achieving the SDGs and

of

human rights.

New ILO effective coverage estimates for SDG 1.3.1 show that 27.8 per cent of persons with
severe disabilities worldwide reweia disability benefit, with large regional variation: while
coverage in Eastern Europe appears to be almost universal, regional estimates for Asia and
the Pacific show an effective coverage rate of only 9.4 per cent @QDO&). The large
majority of cauntries offer some form of social protection for persons with disabilities. In

the majority of countries it is provided through social insurance schemes which cover mainly
workers in the formal economy and provide earnirgated benefitsUnless these ar
complemented by necontributory schemesthey do not provide universal coverage

(ILO, 2014a)°

Universal social protection for persons with disabilities has been achieved in Brazil, Chile,
Mongolia and Uruguay; other developing countries have naahnligved universality, such
as Kyrgyzstan, Nepal and &b Africa (lox. 4.1); many othezountries are extending social

protection to persons with disabilitiésox 4.2)

Box 4.1The right to a disability grant in South Africa

Anchored in the Constitofitime Republic of South Africa, artic{e), 42 {he right to social secur
including through social assistance for those who are unable to support themsely
dependent§ he Social Assistance Act No. 13 of 2004, lays down thef ohéggdiermment to
provide a set of targeted social assistance benefits to the elderly, children and the dig
Social Assistance Regulations of 2008 set out the qualifying conditions for a benefit. F
between 18 and 59 years efusgble to provide maintenance for themselves a disability
provided. The disability grant is provided onestedubsisis and depending on the outcome
medical review it is either granted as a temporary or a permanent grantif Foetfibsatdesl
person needs constant care by others then aatteistanice allowance is also paid. For chi
under the age of 18, Care Dependency Grants are awardedgivérsirdaeadisability benefit
up to 1,430 Rand (approxima$y114.70) per month and the ceat&amtance allowancs
330Rand (approximately US$ 26.50) per month. The South African Social Security Age
which is responsible for the provision of social assistance benefits and services to Bout
out 1,085,514 disability grants in the financial year 2015/16 and expenditure was 19,16
(SASSA, 2016) representing approximately 0.44 per cent of GDP in 2016.

Studies show that the South African social grants have had a pospieecetfectiduction ang
inequality. Samson g28104) showed that a fultupkef the disability grant would reduce the p
gap by 5.1 per cent. Similarly, receipt of a Disability Grant was associated with gre
household spending od frad led to lower prevalence rates of hunger compared to house
comparable income levels. The study also showed positive effects of the grants on
participation and employment with higher employment rates in householdssaduétyiggeattte
than in houbkelds not receiving the grant.

Sources: SASSA, 2016; Global Partnership for Universal Social Prote€i@01016e€;

SFor

details on the types of disability benefit

flagship publicationNorld Social Protection RepoftLO, 2014aand 20173
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Box 4.2. Universal Pensions for Persons with Disabilities iA_Est®r

The disability pension is a universabmiibutory scheme for all Timorese people livin
disabilities. Tiseibsidio de apoio a idosos e inv@ilior subsidy to older persons and inv
also reaches all older persons abgear8@ége It currently delivers beneféd, 287 individuals,
which includ@$,974 oldg@ersons aritl313asonswith disabilities. The monthly berng®$$30
is slightly above the national poverty line.

The SAIl programme was enacted in June 2008 hyoDE22@08. The law sets out that
benefits ar® be paid by monthly bank transfers, or every three months if paid directly i
practice, due to the lack of financial infrastructure, the difficult access to isolated commun
resources for payment operations, payments are made twice a year.

The annual cost of the SAIl has varied betwadB8%3illion dollars during the last few y
(201€2015), which is slightly more than 2 per ceildsBéh

A 2011 simulationrestied that the SAIl reduced national poverty from 54 per cent to 49 p
poverty among older persons from 55.1 per cent to 37.6 per cent. For persons with disab
in poverty headcount was 17.5 percentage points, from 6331pe3 pentéent.

SourceGlobal Partnership for Universal Social Protection 2016t; ILO 2017

Recommendation No. 202 iraf@a 5(c), sets out that nationally defined social protection
floors should guarantee at least basic income security to persons with disabilities as well as

access to health care for all, taking into account their specific needs.

Assumptions

For the costing fothe disability benefits, the number of beneficiaries is based on
countrys peci fic disability estimates from

Years Living with Disability database. The estimations are only for cases of severe
disabilities, for wich it is assumed that participation in employment may be challenging

and may require additional support. The benefit level is set at 100 pgesfdbe national
poverty line®

Results in low -income and lower middle -income co untries

Cost estimates forishbility benefits, is available for 56 levand lower middléncome

countries. The cost estimates and the proportion of expected beneficiaries are provided in

figure 4.1.

10 To calculate a different set okbefits or different coverage, see the ILO Social Protection $loor

Calculator, available at: http://www.socijatotection.org/gimi/gess/SPFCalculReport.action
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Figure 41. Cost of universalisabilitycashbenefits for persons with severe 8ities at 100 per cent
of the national poverty lif@s a percentage of GDdhd beneficiarigas proportion of the

population)2015
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The left axis shows the estimated proportion of persons with severe disabilities which on
average represents 3.4 per cent of the population. The three countries of the sample that show
the lowest incidence of disdity with 2.9 per cent are Guatemala, Nicaragua and Mongolia
while Afghanistan and Haiti show the highest incidence with 4.4 per cent.

The right axis shows the costs of disability benefits. The average cost is 0.8 per cent of GDP,
while the range variesdm 0.1 per cerfbr Mongolia to 2.0 per cetfior Sierra Leone.

The incidence of disability is very weakly correlated to the poverty line (18.3 per cent) and
to the cost of the benefit in the country (30.7 per cent), however there is a strong correlation
between the poverty line and the cost of the benefit (96.9 per cent).
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5. Universal old -age pensions

Rationale

Social protection plays a particularly important role in realizinghiln@an right to social
security for older persons, in ensuring income security and access to essential services
including health and care in a way that promotes their rights and dignity. Reliable sources
of income security play a particularly important rdta older persons (ILO, 2014a).
Universal basic pensions have a strong impact on improving the livelihoods of older
persons and could alleviate at least the most severe forms of poverty (UNFPA and
HelpAge International, 2012; HelpAge International, 20H&gemejer, 2009). Social
pensions, not only provide older persons with a much needed regular income, but they also
provide crucial financial support to other household members, particularly children.
Pension recipients redistribute cash income in housshfitdince school fees for children
and other household expenditures (HelpAge International, 2014). In Brazil and South
Africa, pension recipients reduced the probability of households living in poverty
(Barrientos, 2003). In South Africa, the Older Pefsen Gr ant i s one
tools for poverty reduction in the country; this is evidenced by the reduction in poverty
incidence among older persons from 55.6 per cent in 2006 to 36.2 per cent in 2011, and
demonstrated positive impacts on healtd autrition of children (Global Partnership for
Universal Social Protection, 2016f). The strong impaift universal oldage pension
coverage on the prevention of poverty highlight their relevance for the achievement of the
SDGs, particularly target 1.®¢x 5.1and box 5.2

Box 5.1Universal pension schemes in developing countries

Today, nearly 30 developing countries have achieved or nearly achieved universal pen
including Argentina, the Plurinational State of Bolivia, Botswaabo Bfexzik, Chile, Ching
Kazakhstan, Kiribati, Kosovo, Kyrgyzstan, Lesotho, Maldives, Mauritius, Mongolia, Nami
South Africa, Swaziland, Thailand;LEst®r Trinidad and Tobago, Uruguay, Uzbekista
Zanzibar (United Republic of fia)za

There are many paths towards universal pension coverage. Most developing coun
contributory schemes witkcoatributory satpensions to older persOtfser countries provide
universal social pension to all (e.g. Botswanbkest@noSome countries choose gradual
progressive realization (e.g. Brazil, South Africa) and otherstragkiog fastnediate univers
coverage (e.g. the Plurinational State of Bolivia, China, Kiribati). Countries choose dif]
desiging and implementing universal pension schemes; hence governments have a wide
to achieve universal social protection coverage.

Source: IL@P14a and 20& Global Partnership for Universal Social Protection 2016a.
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Pensions for old persons are the most widespread form of social protection in the world, and
a key element in SDG 1.3. At a global level, 68 pamtcof people above retirement age
receive a pension, either contributory or fwamtributory (ILO,20173). However, the right
to social protection of older persons is not yet a reality for many. In mosintmsne

countries, less than 20 per cent of olgersons over statutory retirement age receive a
pension. In many developing countries, an important proportion of older persons still depend
heavily on family support arrangements.

of
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Box 5.2Namibia: Thaniversal Basic Social Grant for all older persons

The right of all Namibian citizens to a regular and adegef@eoion to ensure a dece
standard of living is anchored in the 1990 Constitution of the Republic of Namibia (articlg
is giving effect to this through the delivery of pension benefits temighutary and
contributory schemes.

The universal pension scheme established by the National Pensions Act (1992}ageviq
monthly allowance of NAD 1,100 (approXiis$ed) to all Namibian citizens and permg
residents over the age of 60. The Basic Social Gramnisilogtory and financed by gene
revenue from the national treasury and managed by the Ministry of Labour and S
Pension benefitegraid through bank transfer, at a post office or institutieagéehmpnoé) or
at one of the mobile units which travels within the country. While there are some proble
people in remote areas, the total coverage is estimated 1 fber @eet.9According to a stu
by Levine et.gP011) the clihe pension lowers the probability that the recipient lives i
household and it reduces the severity and the depth of poverty at the two poverty li
poverty and overallgrby. It was also noted that the transfers have the greatest positive
the poorest.

More specific schemes provide pension benefits to veteran citizens of Namibig
noncontributory scheme. Thagépensions environment is furtheetaahipl social insuranc
schemes, private occupational schemes and voluntary sehpnigseseployers for the
employees or by registered trade unions for their, foerekansple, the Namibia Agriculty
Retirement Fund (NARF) and the Goverrstigritohs Pension Fund (GIPF) covering
servants.

Namibia with public expenditure level at 3.2 per cent of GDP was prageipgresionldenefit
to 98.4 per cent of older women and men above statutory pensionable age in 2011 (IL

Source: ILO, P4a and 20&7ILO2014b; Global Partnership for Universal Social Protection, 2016g; L
(2011).

While ageing of the population is not yet at the levels of many of the-ihagime
countries, the share of older persons in thd fmaulation is going to increase rapidly in
most developing countries. In view of this, developing countries should consider ways of
extending universal coverage to all older persons, providing adequate benefits, and
ensuring that social protection systeare both equitable and sustainable. Some countries
opt for a mix of contributory and necontributory oldage pensions; others have
implemented universal necontributory pensions; others provide social pensions only to
those who do not receive anoth@ngion, or whose income or assets are below a defined
level.'* Meanstesting may seem an effective way to target the benefit to the most needy
and limit spending; however, existing evidence from many countries has shown benefit
targeting is costly and oftedoes not produce the desired results (e.g. Kidd et al., 2017;

Ravallion et al., 2016). The World Bank (1
through targeting is a bigger problem than including the-pwor; the poorest may
actually lose fromoo much finet uni ng i n targetingo. Further

targeted programmes requires institutional capacities with allocation of additional
resources, for settingp the administration, to updating the tools for identification of
the poor and fraud control, which increase the final costs of such programmes
(Dutrey, 2007). A World Bank study (Dethier et.alR010) evaluated the impact of
nonmeanstested oldage pensions and meatested oldage pensions in 18 Latin
American countries and coluded that the impact on poverty is higher when there is no
means test.

“For details on the types of pension sagdhipmes t h
World Social Protection RepoftLO, 2014aand 2017a).
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Recommendation No. 202 identifies in paras.(5a and 5d), among the four basic guarantees
of nationallydefined social protection floors, access to essential health care and basic
income security, both of which are key to ensure a dignified and secure life for older women
and men.

Assumptions

Results in
countries

In line with the principle of universality, the costing is based on the assumption tizafeold
pension benefits are provided to all persons &jednd older. The level of the benefit is
fixed at 100 per cenf the national poverty liné?

low -income and lower middle -income

Cost estimates for basic universal -alge pensionsare available for 57 lowand lower
middle-incomecountries. The cost estimates and the proportion of expected beneficiaries
are provided in figure 5.1.

The cost of the benefits depends on the proportion of older persons in the population and the
level of the national poverty line (which determines #el of the benefit). The costs of
providing a universal nenontributory pension to all persons aged 65 and over are shown
on the right axis of the figure. The average cost is 1.6 per cent of GDP, varying in range
from 0.1 per cent for Mongolia to 3.9 psent for the Plurinational State of Bolivia. For 19
countries the cost of the benefit is less than 1 per cent of GDP, of fehithee countries

the cost is less than 0.5 per cent of GDP.

The left axis of the figure shows the proportion of the pomratiged 65 and over. The
proportion varies from 2.3 per cent in the Gambia to 14 per cent in Georgia, with an average
of 4.4 per cent for the sampdé countries reflected in figure 5.1.

The correlation between the cost and the demographic'tagidow (33.1 per cent). The
same holds true for the correlation between the demographic ratio and the poverty line
(-8.2 per cent). However, the correlation between the costs and the poverty line is
68.1percent.

12 To calculate a different set of benefits or different coverage, see the ILO Social Protection Floors
Calculator, available ahttp://www.socialprotection.org/gimi/gess/SPFCalculReport.action.

¥ The demographic ratio is the proportion aifler persons (65 years of age and owerihe
population.
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Figure 5.1 Cost of universal ofaige pension befits at 100 per cent of the povértg(as a percentage
of GDP and beneficiarigas proportion of the populatipgp15
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Current public social protection expenditure for older persons

The comparison of the above cost estimates and past expenrtitigilights again that not

all the above estimated costs are additional costs. Given that almost all countries have
pension provisions through contributory social security schemes for at least some categories
of workers, the additional expenditure of intuathg universal oléhge pensions may be

lower than the costs calculated in this study for at least some of the countries. This would
require to ascertain the adequacy of benefits delivered through contributory and
norcontributory mechanisms, and to cooatie benefitlelivery from contributory and nen
contributory programmes. Furthermore, the costs of universagadoensions may partly

be offset by lower social assistance expenditure on older persons. Within the context of
technical cooperation adviceld/ered by the ILO, a more detailed analysis of each specific
national situation would be undertaken to consider these issues. Some countries in the
sample areurrentlyspending more than the level of expenditure required for a benefit as
described in tis paper. This is a promising signal that in some cases the allocation of
required resources may be possible.

Of the 57 countries, for 6 there is no available information on social protection expenditure
for older persons. For the 51 countries for whidbimation on benefit expenditure for older
persons was available, 21 countries have current expenditure levels that exceed the cost
estimations (see figure 5.2). The fact that the past expenditure includes contributory benefits
which could be well abovehe level of the benefit simulated does not automatically imply
that coverage in those countries is universal. However, it could be foreseen that the fiscal
efforts needed to achieve universal pension coverage for those countries could be lower than
for thegroup of countries that currently spend less than the costs estimated in this paper.

Figure 5.2. Cost of universal nezontributory olehge pensioenefitsas percentage of GRét 2015,
and reported public social protection expenditure for older péizmss available year)
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1 The present report uses information on expenditure levels regarding public matedtion
expenditure for ol der WorkdiSacialioteciomepsrglnC, 2084a)i n t he
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For about 30 countries, the current expenditure levels are below the estimated costs of the
set of comparable social protection floors cashebien For tlose countries, the average
difference is 0.9 percentage points of GIHer 18 countries this difference amounts to

1 percentage point or less and for 1limwies it is less than 0.5 percentage points

Honduras with the third highest estinditeosts among the sample countries, shows the
biggest gap between estimated needs and reported expenditure. The simulation reveals that
the estimated cost for the bengéite highest for the Plurinational State of Bolivia due to the

high level of the powgy line with respect to per capita GDP and the relatively high
demographic ratio. However, as the country has made efirtmiversalize oleage
protection, the gap between reported expenditure and estimated costs is lower than for
9 othercountries othe sample.
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6.

Social protection floors: Aggregate
results for 57 lower income countries

Taking into account the various individual components of national social protection floors
that have been estimated and analysed in the previous chapters, lieiimgeo look at the

total expenditurdor a package of these benefits. The present pammetidesresults for

227 programmes from 57 countries. A more detailed analysis of the feasibility of
implementing these will be assessed in the following chapter.

A few salient points highliglng the results from the 57 countries are:

T the set of comparable social protection floors cash benefits is a step towards making
the human right to social security a reality for all and closing the gaps of coverage that
exig presently;

T the implementation by countries, even gradually, will contribute to the achievement of
the Sustainable Development Goals, especially SDG 1 and its related indicator 1.3.1 on
social protection systems, including floors;

T the full implementaon of the 227 benefit programmes as described would cover a total
of 702 million direct beneficiaries in the 57 countries; this represents 22 pér aknt
the total population of these 57 countries (9.5 per cent of the population of the %orld);

i the beneficiaries consist of 364 million childfér(445 million if we consider the
unborn whose mothers are receiving benefits during pregnancy), 103 million persons
with severe disabilities and 153 million older persons (see figuré 8.5)per cent of
thewor | dés popul ati on;

T a full implementation of all benefits of the set of comparable social protection floors
cash benefits would require 2.1 per cent of the combined GDP of the 57 cothtries;

T afullimplementation of all the comparable set of sodiatqrtion floors cash benefits
would require 0.23 per cent of global GBRfigure 6.2) from a global perspective;
these | ife changing benefits for near/|
only 1.1 per cent of what G20 countriggentto bail out the financial sector in 2069

15 The country with the lowest proportion of direct beneficiaries is Bhutan with 18.5 per cent and the
highest is Niger with 31.9 per cent.

16 As the benefits are directed to all children, disabled, pregnant women and older persons,
practically, all households in those countries would receive benefits. The only exception would be
nonpoor households whose members are all healthy adults and whereimale fs pregnant.

17 This corresponds to 20 per cent of the global population younger than 15 years of age.

8 This does not take into account current social protection expenditure by countries. So the level of
2.1 percent of GDP could be considered asrieximum that would be required.

19 This does not take into account current social protection expenditure by countries. So the level of
0.23 percent of global GDP could be considered as the maximum that would be required.

20 According to the IMF (Claessees$ al., 2010, p. 31), the amount announced by G20 governments
to rescue the financial sector in 2009 totals US$ 9.6 trillion; enough to pay for the whole set of benefits
in the 57 countries more than 86 times over.
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or almost 7 per cent of annuglbbal military expenditure$! These numberseflect
priorities.

Figure 6.1. Direct beneficiaries of universal social protection floors cash benefits in 57 countries
(number of persong)015
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Figure 6.2. Global GDP required to finance the set of comparable social proteci@asiooenefis
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Figure 6.3 shows the projected costs for the comparable set of social protection floors cash
benefits. These costs range from 0.3 per cent of GDP for Mongolia to 9.8 per cent of GDP
for Sierra Leone. It should be borne in mind that the majority of theoGitges already

have existing social protection programmes that contribute towards the implementation of
components of the comparable set of social protection floors cash benefits.

21 According to the Stockholrimternational Peace Research Institute (2017), military expenditure by
governments around the worlchalJS$1686 trillion in 2015.
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The average cost of the full set of benefits is 4.2 per cent of GDiReféi7tcountries. Among
the schemes, universal allowances for all orphans, maternity benefits and pensions to all
persons with severe disabilities, generally require the lowest resource allocations.

T Universal cash benefits for children O to 4 yezrage cost on average 1.4 per cent of
GDP, with the benefit for each child set at 25 per cent oh#tienalpoverty line. A
universal benefit for all orphans 0 to 14 yeafsage estimated at 100 per cent of the
national poverty line, will add only 0.04 pentage points of GDP to the cost;

T Universal maternity benefits for all women with newborns cost on average 0.4 per cent
of GDP, with a benefit equivalent to 100 per cent of the national poverty line for a
duration of 4 months;

T Universal benefits forgrsons with severe disabilities cost on average 0.8 per cent of
GDP with the benefit level of 100 per cent of the national poverty line;

T Universal pensions for older persons 65 years and over, set at a level of 100 per cent of
the national poverty linayould require on average 1.6 per cent of GDP for the 57 lower
income countries in the sample.

Detailedcountry costing are presented in Annex Ill. Due to country specificities, the cost of

a comparable set of basic social protection floors cash benefits varies quite substantially and
the relative weight of each component of the social protection flooes\gignificantly. For
countries irsome regions, like the Americas and the Caribbean, the estimated cost is modest;
for other countries, especially in s@aharan Africa, it is much higher. Countries need to
identify through national consultation essentiaverage gaps and national priorities to
tailor-make benefit packages and progressively introduce these as resources become
available. TheWorld Social Protection Reparf{ILO, 2014a and 20%E show that the
majority of countries in the world do providemse social protection. However, the scope,
extent and level of coverage vary immensely. An effective national social protection
strategy, as set out in Recommendation No0.202, needs to identify the gaps in coverage,
identify the priorities, assess in a it way the existing social protection programmes,
specify the financial requirements and resources, reallocate existing resources as required,
and set out a time frame for the implementation of the package of benefits. Bierbaum et al
(2016) through thdevelopment of a Social Protection Floor Index (SPFI) demonstrated that
most countries could close social protection gaps to comply with the requirements of
Recommendation N&02. In this respect, an-othepth country by country analysis would be
necessaryo assist countries to ascertain the extent of additional fiscal space that would be
required

30

Universal social protection floors: Costing estimates and affordability in 57 lower income countries



based

E— eI DS
— L
e eouInD
e N | NESSIg-eaUIND
—— S oln0g
— S se.npuOH
- L
S =L
— =L}
I CE——C ©/d01)3
[ — L LT
e
e eAuD)
——— e seuwueAN
———— woosue)
— e
——l ©1UdUUY
= w— =R
— EEE enSese
el anbiquiezop
— =T )
- = L)
— S ysape|3ueg
s oyosa
AenSeleyd
eidloan
nteq
BIUE] LINEy
BUBYD
elquen ay|
jedap
“elUEZUR]
E|EWI]END
aJ10,p 3107
eIpOGE)
uuag
uepng
epuemy
oseq eupjing
elqwez
Wep 1314
euadiN
pue|izems
"5 ajdoad oe
uelsped
1dAS]
08uo)
apJiap oqe)
Jopentes |3
ueinyg
0220401y
ejuUe] LS
epu|
el 3UOpU|
sauiddiiyd
eueAng
eljoSuoly

il

Note: The black line above @aghiry estimate represents the total cost of all the elements of the comparable set of social protecti®n floors cash benefit

nssaail i

Persons with disabilities

Children

. Maternity
. Old Age Persons

m

0.0 rlb

< Q
[¥a] =

adejuailad

20
1.0

10.0
9.0
8.0
7
6.0
3.0

Figure 6.3. Costs of the comparable set of social protection floors cash bfwéftsountries, in per cent GDP, 2015

and

oors Calcul ator

Fl

ioBDatabasel 20IF.r ot ect i on

culations using the 1 LO0G6s

cal

Aut hor so

Source:

Costing SPF_final 6 Dec.dociniversal social protection floors: Costing estimates and affordability in 57 lower income countries

31



7.

Fiscal space analysis: Fiscal space for social protection
floors exists even in the poorest countries

It is often argued that social protection is not affordable; however, there are options, even in
the poorest countries. Generally there are eight alternatives that shoutddredatto expand

fiscal space and generate resources to extend social protection floors, supported by policy
statements of the United Nations and international financial institugmaspublicationsf

thelLO, UNICEF and UNWOMEN?2 These include: (i) rallocating public expenditures

(ii) increasing tax revenues; (iii) expanding social security coverage and contributory
revenues; (iv) official development assistance; (v) eliminating illicit financial flows; (vi)
using fiscal and foreign exchange ressr\gii) managing debt: borrowing or restructuring
existing debtand (viii) adopting a more accommodative macroeconomic framework.

The fiscal space analysis presented in this chapter uses information from 57 countries
classified into low social protectiofloors cost and upper social protection floors cost
groups. The cost of the comparable set of social protection floor benefits ranges between
0.3 per cent of GDRor Mongolia and B per centof GDPfor Sierra Leone. For the fiscal
space options, after considering data availability and relevance, five variables were
considered: taxation, official development assistance (ODA), reallocating expenditures, debt
service and illicit financial flows.

Tax and OD A

The Tax and ODA Resources Availability (TORA) indicator is a proxy variable for the size

of the immediately available financing. It should not be interpreted as the level of funds that
are available exclusively for social protection. The TORA is thdtrefadding up the tax
revenue and the share of ODA (both expressed as percentages of GDP). For the group of
countries considered in the analysis, the simple average of the TORA indicator was
estimated at 21.1 per cent of GDP, with Sudan (6.8 per cesylganmar (8.1 per cent)
located at the bottom of the list while Mozambique (36.2 per cent) and Lesotho (56.3 per
cent) at the top of it. These gross numbers, however, hide many insights and relationships
that may be useful for fiscal space assessment.

Table 7.1 presents the relationship between TORA and for the comparable set of SPF cash
benefits. Countries in a relatively good position should have low costs with high TORA.
One way to assess fiscal space using both indicators is by estimating the TadRAfo

SPF costs in order to illustrate how many times the current level of fiscal resources would

Afcovero the financing requirements for the

affordability ratio.

Countries with the most critical conditionae an average SPF affordability ratio of

2.8 with specific cases like Myanmar and Tirlagste with very challenging scenarios in
terms of fiscal space. On the other hand Senegal and Nicaragua approach a SPF affordability
ratio of 4. In total, 11 of the 18ountries with low SPF affordability ratios also have low
TORA coefficients, an indication that the main problem is their capacity to generate funds
more than the cost of the comparable set of SPF cash benefits. This is especially clear for
Bangladesh, Gatemala, Nigeria, Paraguay and Sudan, which have estimated costs for the
SPF benefits below 5 per cent of GDP.

22 Qrtiz, et al, 2017; see also Durdvalverde andPacheco, 2012.
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Countries considered in an intermediate situation averaged a 5.5 SPF affordability ratio,
ranging from Uganda (3.8) to The Gambia (7.3). Only tases, Egypt and Pakistan, reveal
challenges with resource generation. Four countries (Afghanistan, Armenia, the
Plurinational State of Bolivia and Malawi) are considered in the intermediate category
despite their high TORA coefficients because the dostheir comparable set of SPF cash
benefits exceed per cent of GDP.

Finally, countries within the sample with an advantageous situation reveaksageSPF
affordability ratio of 15.8, mainly skewed by two outliers (Guyana and Mongolia). The
estimaed costs for the comparable SPF cash benefits for all the countries in this group are
lower compared to the other countries. However, for Congo, El Salvador, India, Indonesia,
Philippines and Sri Lanka the higher affordability is due to the low costeoéstimated
benefits rather than a high TORA coefficient.

Table 7. Resource availability (tardODA) an&ocial Protection Flooc®sts, ratio, by country

) Loweraffordability Higheraffordability R
Country TORA/SR Country TORA/SP| Country TORA/SP
Myanmar 1.3 |Uganda 3.8 Mozambique 7.4
TimoiLeste 1.6 |BoliviaPlurinational State 4.3 Zambia 7.6
Guinedissau 2.0 |Afghanistan 4.4 |Viet Nam 7.7
Sudan 2.1 |TanzanidJnited Republic 4.5 Congo 7.7
Bangladesh 2.2 |Armenia 4.7 Burkina Faso 8.0
Chad 2.5 |Malawi 4.7 Sri Lanka 8.0
Ethiopia 2.7 |Ghana 5.0 Rwanda 9.5
Guinea 2.9 |Cote d’Ivoire 5.1 Lao P ;e?)upbl:c € 9.7
Cameroon 3.0 |Mali 5.2 El Salvador 10.0
Guatemala 3.1 |Nepal 5.4 Indonesia 12.0
Honduras 3.1 |Cambodia 5.5 India 12.0
Niger 3.2 | Mauritania 5.7 Bhutan 12.2
Sierra Leone 3.2 |Haiti 5.9 Lesotho 12.8
Madagascar 3.3 | Pakistan 5.9 Swaziland 12.8
Paraguay 3.4 |Benin 6.5 Cabo Verde 15.4
Kenya 3.4 |Georgia 6.6 Morocco 15.6
Nigeria 3.6 |Kyrgyzstan 6.7 Philippines 16.6
Senegal 3.6 |Egypt 6.9 Guyana 44.3
Nicaragua 3.8 | TheGambia 7.3 Mongolia 70.3
Average(_L_ower 28 Average(_l\_/ledium 55 Average(_l—_ﬁgher 15.8
affordability) affordability) affordability)

SourceA u t lestimasgios using thedl8Dcial Protection Fédalculator, IMR/orld Revenue Longitudinab&@sd@VoRLD) arkde\WB
World Development IndicBtaraban{Oct. 2016)

One potential element of concern is the fact that the TR indicator that combines two
metrics of very different nature. Initially, one may consider taxation as the main source of

Universal social protection floors: Costing estimates and affordability in 57 lower income countries 33



Debt

long-term financing, while ODA should play a temporary role in specific areas
(infrastructure, equipment, etc.). Countries withigh participation of ODA can be regarded

as in a more vulnerable fiscal situation compared to those where taxes are the main source
of financing for SPFs. For the group of countries considered, the average share of taxes in
the TORA was estimated at 7ér cent, moving from 100 per cent for Indonesia to gér4

cent for Afghanistan. Indeed, besides Afghanistan, three other countries (Bisgaa,

Sierra Leone and Timdreste) have tax shares in TORA below 50 per cent. On the hand, in
16 countries taation accounts for more than 90 per cent of the TORA.

The analysis presented above is static, reflecting the current status. However, for many
developing countries, increasing tax revenues is a principal channel for generating future
resources for finanog their social protection floors. The most common taxes include:
consumption or sales taxes (e.g. on goods and services or on any operation that creates value;
typically applied to everybody), corporate taxes (applied to companies, including in the
finandal sector), income taxes (e.g. on persons, corporations or other legal entities),
inheritance taxes (applied on bequest), property taxes (e.g. applied to private property and
wealth), tariffs (e.g. taxes levied on imports or exports) and tolls (e.g:Hasged to persons
traveling on roads, bridges, etc.). Many countries are increasing taxes for development, not
only on consumption (e.g. VAT), which is generally regressive and counter to social
progress, but also on other areas, such as taxes on expbimsome derived from economic
activities. For examplethe Plurinational State oBolivia, Mongolia and Zambia are
financing universal pensions, child benefits and other schemes from mining and gas tax
revenues; Liberia and the Maldives have introdutseas on tourism to support social
programmes; Ghana uses taxes on alcohol, tobacco and luxury goods to finance the national
health insurance scheme; Algeria, Mauritius, Panama among others have complemented
social security revenues with high taxes on tabaand Brazil introduced a tax on financial
transactions to expand social protection coverage. Some countries have also committed
national lotteries to fundraise for social protection, suctha£hina Welfare lottery and
Spai nds ONCE ( Nient of ahe aBlind). CAdditianally, zimproving tax
compliance and/or raising tax rates increases tax revenuedn{faiverde and Pacheco,

2012; te Velde, 2013; WHO, 2014; Ortiz et al., 2017).

Of the many options to expand fiscal space, managing datitv@s/the active exploration

of domestic and foreign borrowing options at low cost, if possible concessional loans,
following a careful assessment of debt sustainability. For countries under high debt distress,
restructuring existing debt may be possibtel gustifiable if the legitimacy of the debt is
guestionable and/or the opportunity cost in terms of worsening deprivations of vulnerable
groups is high.

The majority of lower income countries are not in a position to borrow; on the contrary, debt
levelsand debt service tend to be significant. Debt service is a factor that may affect the
sustainability of the countéy fiscal space. There are at least two ways to orient this
assessment. The first perspective approaches debt service as a threat tocdeomarmic
sustainability of the nation if it exceeds certain limits and it is very difficult for the
government to deal with the financial obligations. The second one is to conceive debt service
as an opportunity cost. In this regards, resources thatsheulllocated to SRFomponents

are being assigned to interest payments to creditors. Debt management strategies are an
option to reduce the burden and free resources for development purposes.

In total, 56 countries had information about debt serviceloFLeste was missing. The
average debt service coefficient was estimated at 1.6 per cent of GDP, from 0.06 per cent of
GDP in Nigeria to 6.2 per cent in Bhutan. In 36 countries of the sample, debt service
represents less than 1.5 per cent of GDP and aoddtries it exceeds 2.5 per cent.
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Table 7.2 shows the calculation of the debt service to SPF cost ratio. Countries with a higher
debt service to SPF cost ratio show higher potential fiscal space increments. Countries where
debt servicevouldnotrepresat a significant source of fiscal space are those ones with ratios
below 20 per cent. These figures can be as low as Afghanistan and Myanmar (less than 2 per
cent of the cost for the comparable social protection floors cash benefits). Omethleawtd,

where debt servicesould bea significantly high source of funding it exceeds 53 per cent.

In eleven countries the debt burden is higher than the cost of the SPF package (i.e. the result
of the indicator exceeds 100 per cent). Although the results mayateipotential options,

freeing resources from debt obligations requires the implementation of strategies to reduce
the fiscal deficit and to restructure the portfolio of investments, which is géomgstrategy

rather than an immediate option.

Table 2. Debt service spending to Social Protection Floors gasteatagg by country

Loweraffordability Highempotentialaffordability R
Low debt/SPF cost Medium debt/SPF cost High deb'SPFcost

Myanmar 15 Nicaragua 21.7 |Zambia 53.¢
Afghanistan 1.8 Cambodia 22.1 |Ghana 60.:
Guine&aissau 2.4 Honduras 22.6 |Armenia 65.
Nigeria 2.4 Nepal 23.3 |Egypt 74.(
Chad 4.9 Ethiopia 24.2 | TimoiLeste 75.¢
Sierra Leone 5.2 Benin 24.4 | Georgia 82.¢
Uganda 6.7 Senegal 24.5 | Mauritania 97.t
Tanzania, United 8.6 Paraguay 257 |LaoPeopl ebs De 99.:
Republic of Republic

Malawi 9.1 Guatemala 27.0 | TheGambia 133.
Hait 9.5 Burkina Faso 27.7 |Congo 139.!
Guinea 11.7 |Swaziland 27.8 |Cabo Verde 145..
Niger 12.4 | Cote d’lvoire 35.8 |Indonesia 165.!
Madagascar 13.2 | Kyrgyzstan 36.0 |Morocco 167.
Bangladesh 14.0 |Rwanda 43.1 |El Salvador 195.!
Kenya 15.8 |India 46.8 | Sri Lanka 205..
Sudan 16.0 |Lesotho 50.1 | Philippines 219.
Mali 16.3 |Mozambique 50.3 | Mongolia 224.
Bolivia, Plurinational 16.7 |Pakistan 51.8 |Guyana 289.1
State of

Cameroon 19.1 |Viet Nam 53.6 |Bhutan 412!
Source: Authorsdé estimations using the | LOb6s Sators.al Pr

Debt restructuring has become an increasingly common strategy to alleviate fiscal pressures,
especially in countries suffering from exorbitant sovereign debt levels. When sovereign debt
payments crowd out essential social expenditures, there is a stsmdocaountries to
explore restructuring options with their creditors. As former President Julius Nyerere of the
United Republic of Tanzania demanded publicly during the 1980s debtMhisisywe starve

our children to pay our debtg®iblic debt has beereviewed in many countries. The United
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Nations opened up the debate on the issue of credi@sponsibility for what is termed
Aillegitimate debto, as well as the®need t

In practice, there are five nimaoptions available to governments to restructure sovereign
debt, which include: (i) raegotiating debt; (ii) achieving debt relief/forgiveness; (iii) debt
swaps/conversions; (iv) repudiating debt, and (v) default. These are described in UN
publicationssuch as the ILQNICEFUNWOMEN Fiscal Space for Social Protection and

the SDGs: Options to Expand Social Investments in 187 Cou(@iég et al. 2017). In
countries with high debt distress, it is important to assess the impact that debt servicing has
on the financing of social protection, and that these five options are considered to reduce
debt service and allow the creation of more fiscal space for social protection floors.

Reallocating expenditures

This is the most orthodox option to expand fisg@dce, which includes assessinggoing

budget allocations through public expenditure reviews and other types of budget analyses,
replacing highkcost, lowimpact investments with those with larger see@mnomic impacts,
eliminating spending inefficienes and/or tackling corruption. New public investments can

be reexamined; for example, the social impacts of many large infrastructure projects, energy
subsidies or rescue of banking systems tend to be limited however they require large amounts
of public resources. Budget items with large recurrent costs but small social impacts should
also be reconsidered, for example, Costa Rica and Thailand reduced military spending to
finance needed social investments. Currently, many countries are pbasiegergy
subsidies, such as in Ghana and Indonesia, a great opportunity to develop social protection
systems. Eliminating corruption in administration expenditures can also be a significant
source of fiscal space for social protection, estimated at more thanénpef global GDP
(US$2.6 trillion)(Ortiz et al, 2017). Social dialogue that includes relevant stakeholders and
public debates is one strategic tool to replace-hagt, lowimpact interventions, and it can

help to minimize the possible influence of paWul lobbying groups on public
policy-making.

As an example, this section reviews military spending as a potential source of funding by
reallocation. This item average®per cent of GDP*, representing roughly 40 per cent the
mean cost of the SPpackage. For countries with lower SPF costs, the average military
spending accoustfor 54.3 per cent of the cost of the SPF while among higher SPF cost
countries, the equivalent figure is 25 per cent.

A better way to approach the opportunity cost théitany spending represesfor SPF fiscal

space is to contrasts current level of expenditures against the estimated costs of the
comparable set of social protection floors cash benefits. The median value for the full sample
shows that military spendiragcounts for 38.7 per cent of the SPF ¢tadile 7.3) In Haiti,

Malawi and Sierra Leone, military spending represents less than 10 per cent of the SPF; in
Congo, Guyana, India, Mongolia, Morocco, Pakistan, the Philippines and Sri bailitary
spendinganges between 1.45 and 3 times the cost of the comparable set of social protection

23 The concept of illegitimate debt refers to a varietgelfts that may be questioned, including: debt
incurred by authoritarian regimes; debt that cannot be serviced without threatening the realization or
nonregression of basic human rights; debt incurred under predatory repayment terms, including
usurious ingrest rates; debt converted from private (commercial) to public debt under pressure to bail
out creditors; loans used for morally reprehensible purposes, such as the financing of a suppressive
regime; and debt resulting from irresponsible projects thigtofad serve development objectives or
caused harm to the people or the environment (United Nations, 2009).

24 Weighted average. Based on data from the Databank of the World Bank.
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floors cash benefits. In countries with intermediate levels, military allocations represent
between 25 per cent and 55 per cent the cost of the SPF.

Table 7.3. Military pending as a share of Social Protection Floors costs, by country

Loweraffordability Highempotentialaffordability R
Country Percentage Country Percentage Country Percentage
Haiti 2.2 Bangladesh 25.0 Myanmar 58.4
Sierra Leone 8.3 Uganda 25.5 Mauritania 65.1
Malawi 9.1 -Fl;aegi%rlli?’c);'lnited 28.1 Bhutan 66.7
Laop e oP F'{egu‘ 10.1 Chad 20.8 Zambia 67.4
Ethiopia 10.7 Cabo Verde 30.9 Kyrgyzstan 73.1
Guatemala 11.6 Benin 33.2 Swaziland 74.4
Nicaragua 11.8 Nepal 37.7 Armenia 81.7
Ghana 12.0 The Gambia 38.0 Egypt 86.7
Madagascar 121 Rwanda 38.5 Indonesia 88.6
Niger 14.6 Paraguay 38.8 Viet Nam 90.8
Afghanistan 15.8 TimoiLeste 40.0 Sudan 90.9
Nigeria 18.2 Cote d’Ivoire 40.7 Philippines 147.0
Mozambique 20.3 Lesotho 43.0 Sri Lanka 157.8
Guineaissau 20.7 Guinea 44.2 India 171.7
Honduras 215 Cambodia 48.8 Pakistan 177.7
Senegal 22.2 Mali 51.6 Morocco 216.6
gf;it‘g%?'“””a“o”‘ 22.5 Burkina Faso 53.7 Congo 276.2
Cameroon 22.6 El Salvador 54.0 Guyana 285.2
Kenya 24.3 Georgia 54.4 Mongolia 290.3

SourceA u t lestimadidihs using thedliSOcial Protection Fd@alculator arldeWorld Baidkéd/orld Development Indicators

Therefore, it is possibl® conclude that in most of countries, fiscal space can be created to
finance SPF by reducing military spending.

Another possible channel is reallocating fuel subsidies. Fuel subsides can be large in
magnitude, and reallocating those resources could loption for expanding fiscal space
for social protection (box 7.1).
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Box 7.1Lessonsonusing energy subsidies for social protection floors:
Angola, Ghana and Indonesia

Since 2010, reducing energy subsidies has been a common policy considenes by He®eounéies. Th
reduction of fuel subsidies is often accompanied by the development of a basic safety net as a way
the poor, such as in Angola, Ghana and IndortkssesBfgty nets are insuffitiestusehen fuel subsislie
are withdrawn, food and transport prices increase and can become unaffordable for many househo
prices also tend to slow down economic activity and thus generate unemployment. The sudden r¢
subsidies and consequent iresaasprices have sparked protests and violent riots in many countrie
Cameroon, Chile, India, Indonesia, Kyrgyzstan, Mexico, Mozambique, Nicaragua, Niger, Nigeria,
Uganda. There are several important policy implicationkeahakemuistto account:

A TimingWhile subsidies can be removed overnight, developing social protection programmes ta
particularly in countries where institutional capacity is limited. Thus there is a high risk that g
withdawn and populations will be left unprotected, making food, energy and transport costs U
many households.

A Targeting the poor excludes other vulnerable houseHolds mo s t developin
cl asses0o have Inerable toprceinteasesamnmedningthaga peliaylto remove
allowing only targeted safety nets for the poor may punish the middle classescagidbigys.

A Allocation of costavings The large cost savings resulting from reductiogy subskilies should allo

countries to develop comprehensive social protection systems: fuel subsidies are large, but con
nets tend to be small in scope and cost. For example, in Ghana the eliminated fuel subsidy wou
US$1 Hlion in 2013, whereas the targeted social protection LEAP programme costs only about
per year (where did the rest of savings go?). Policy discussions co(@8ibégbaritiFeport on Angol
focus on reducing fuel subsidies tledit bnrAngolans ameghlacing them witha -targeted conditiona
cash transfer scheme to protect the less fortunate with a subsidy amount of 50 per cent of the j
would cost on an annual basis around ¥ per cent of GDP, otie eigirdnbfevel of spending on f
s u b s (IM#,i2@14, p. 1) lost opportunity to build a much needed social protection system for g

Subsidy reforms are complex and their social impacts need to dsseaeparfnd discusseéthin the
framework of national dialogue, so that the net welfare effects are understood and reforms are
subsidies are scaled back or removed.

The reduction of energy subsidies is a good opportunity to develop social protattieweflsalsidies are
generally large and should allow governments to develop comprehensive universal social protectig
citizens, not just the poor.

Source: ILO, 2016b; IMF, 2014; Orti2eial

Curtailing illicit financial flows

In addition, curtailing lllicit Financial Flows (IFFs) could also free up additional resources
for social protection in many developing countries. IFFs involve capital that is illegally
earned, transferred or utilized and include, inter alia, traded gomicere mispriced to avoid
higher tariffs, wealtHunneledto offshore accounts to evade income taxes and unreported
movements of cash. Almost US$1 trillion in IFFs are estimated to have moved out of
developing countries in 2012, mostly through trade mispricing. Nearhitirds end up in
developed countries (Kand Spanjers, 2014). Overall, the average annual outflow of illicit
capital is estimated to surpass 10 per cent of GDP in 30 developing coiingrigsly
staggering amount, especially when compared to the cost of social protection floors. IFFs
amountedo almost ten times the total aid received by developing countries in 2012. To put
this in perspective, the net effect would be that for every one dollar that developing countries
receive in ODA, they are giving back about seven dollars to wealthy cemimia illicit
outflows.
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Based on information estimated by thiecit Financial Flows to and from Developing
Countries: 200582014% (Global Financial Integrity, 2017), the situation of 48 countries with
available data part of the sample utilized Keveere analysed. The evidence shows that the
overall cost of the SPF package (3.9 per cent of GDP for this group of countries) is well
below the estimated illicit inflows and outflows. On average, illicit outflows represent
11.3per cent of GDP (ranging fromads than 1 per cent of GDP in Cabo Verde, Cameroon
and Ghana to more than 30 per cent of GDP
Republic) while illicit inflows (21.2 per cent of GDP) are much more volatile with a
minimum of 1.4per cent of GDP in Sieat Leone and a maximum of 121.4 per cent of GDP

in Benin(figure 7.1) In other words, the cost of the SPF package represents, for these 48
countries, 34.per cent of the estimated outflows and 18.4 per cent of the estimated inflows.

Figure 7.1. lllicitinflows and outflows in comparison to average Social Protectiandekstor

(per cent of GDP)
25.0
21.1
20.0
15.0
-
a
&)
= 11.3
10.0
5.0
0.0 T 1
Outflows as % GDP Inflows as % GDP
mEmmInflows ——SPF cost
Source: Authorsdé estimations using the | LOb6s Hpci al Protecti ol

Given the vast amount of regoas that illegally escape developing countries each year,
policymakers should crack down on IFFs. Tax evasion, money laundering, bribery, trade
mispricing and other financial crimes are illegal and deprive governments of revenues
needed for social and ewomic development. To limit IFFs, there are several broad areas
that policymakers can focus on, which include curtailing trade mispricing, reducing bribery
in public contracts, restraining money laundering and reducing tax evasion.

25 The report estimated illicit flows from 3 sources: financial flows, trageinvoicing and balance

of payments leakages. Each source is divided between inflows and outflows with low and high
scenarios for the first two. For the simulation, the midpoints of each group were added and one
percentage for outflows and one for infew was esti mated. The ori ginal
a percentage of country total tradeo, were tran

26 The following countries had no data available to proceed with the analysis: Bhutan, Chad, the
Gambia, Guinea, Guinddissay Mauritania, Niger, Swaziland and Timbeste.

Universal social protection floors: Costing estimates and affordability in 57 lower income countries 39



Political priority to ex tend social protection floors

This chapter has demonstrated that there is national capacity to finance social protection
even in the poorest countries. There are eight options out of which five were presented in
the earlier sections: (i) tax revenues; (@DA; (iii) debt (iv) re-allocating public
expenditures, and (v) eliminating illicit financing flows. There are more options that should
also be studied, such as (vi) using fiscal and foreign exchange reserves; (vii) adopting a more
accommodating macroecomic framewaork; and, for contributory social insurance schemes,
(viii) expanding the contributory base.

Generating enough resources is a just a first step towards adequate financing of social
protection floors. A second critical milestone refers tadis&ibution of available resources
among demanding sectors. This second part of the analysis evaluates potential fiscal space
from the point of view of resource allocation, proxied as the share of total government
spending that goes to public health aoblje education. This indicator reflects the country’s
willingness to support social investmeit.

On average, the Awillingness to support s
total public spending. Countries like Ethiopia, Nicaragua%mdziland present coefficients
above 60 per cent while other countries like Afghanistan, Georgia and-Last# do not

even reach 15 per cent.

For the purpose of this analysis, countries are classified into three gtabfes 7.4),
according to theroxy indicator of willingness to support social investment. There is positive
correlation between the willingness indicator and the cost of the SPF so, the lower the
willingness coefficient, the lower is the cost of the package. Countries in the pergemtip

1 present an average willingness indicator of 23 per cent and the simple average cost of the
SPF package for this group was estimated at 2.9 per cent of GDP. The corresponding figures
for the other groups were 38.5 per cent and 4.4 per cent ahgér2cent and 4.3 per cent

for percentile groups 2 and 3, respectively.

Several messages arise from the previous numbers. Firstly, the low proportion of
investments on health and education may indicate the existence of financial or political
difficulties to expand social investments and/or to establish it as a priority in the national
development agenda. Consequently, the implementation or expansion of social protection
floors in percentile group 1 countries may require intensive political negotiatiorits for
consolidation. The modest cost of the package of social protection floors benefits, however,
may provide an opportunity for the country to implement the SPF in a context where there
may be enough room for expanding social investment.

In countries balnging to percentile groups 2 and 3, the challenge lies in the necessity to
evaluate the real fiscal space available for expanding the SPF package, especially in
countries showing a higher willingness indicator. Although higher percentages suggest
countries where social investments are priority, it is also clear that the possibility of
expanding them are limited by fiscal considerations, including decisions regarding resource
allocation, in particular in the context of the need to finance other sectore wher
infrastructure is a classic competitor.

27 Ten countries were not considered due to insufficient data: Cameroon, Chad, ,Guinea
GuineaBissau, Guyana, Haiti, Mauritania, Myanmar, Niger and Sudan.
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Table 7.4. Willingness to support social investments indicator: share of spending in public health

and public education, as a percentage of total government spending

Lower Willingness to Social MediumWillingness to Social HigheWillingness to Social
Investments Investments Investments

Country Per cent Country Per cent Country Per cent
TimoiLeste 13.3 Bangladesh 31.6 Kyrgyzstan 43.7
Georgia 13.8 Madagascar 33.2 Viet Nam 43.9
Afghanistan 14.9 ;eggi%rlliiédé?ited 34.5 Burkina Faso 44.5
Nigeria 18.3 Philippines 37.4 Kenya 45.3
Armenia 19.7 Cabo Verde 37.8 TheGambia 45.6
Pakistan 19.9 El Salvador 38.6 Rwanda 47.0
Egypt 214 Sierra Leone 38.7 Cote d’lvoire 48.6
Morocco 21.6 Ghana 39.2 Paraguay 49.4
Cambodia 25.4 Mali 39.2 Benin 51.0
Indonesia 27.4 Senegal 41.0 Bhutan 55.1
Sri Lanka 28.3 Guatemala 41.2 Lesotho 56.3
Uganda 28.8 Congo 41.2 Malawi 56.7
Zambia 28.9 Honduras 41.9 Nicaragua 61.7
Mongolia 31.1 Mozambique 42.8 Swaziland 63.0
India 31.6 Ethiopia 69.6

SourceA u t lesiimagiahs using thedllSocial Protection Fd@alculatoratida s ed on t he | LO6s Wor |

Political will to invest in social protection can also be created. National social dialogue is
essential to articulate optimal solutions for macroeconomic and fiscal policies, and social
protection strategie¥Nat i onal social dialogaed worhkeges
organizations as well as civil society, academics, UN agencies and others, is fundamental to
generate political will to exploit all possible fiscal space options in a country, and adopt the
optimal mix of public policies for inclusive developmt with social protection.

Countries engage in national dialogue to agree national prioidieEsjfy programmes to

close social protection gaps, set adequate level of benefits to be provided by potential
programmes, specify financial requirements thiave the objectives; examine potential
fiscal space available and discuss options in a public national debate]l ago prioritize

the implementation of the different programmes (timeframe and sequencing). These require
that indepth analysis be umdaken to estimate the potential cost of benefits of the

28 |n this context, it is advisable that the analydithe investment of the available fiscal space take
into consideration mediunand longterm horizons to evaluate the impacts of the alternative use of
fiscal resources; in general, a btawards shorterm measures has traditionally prevailed. In the
context of social dialogue exercises, it is critical to take into consideration that the greatest impacts
linked to the investments on development are difficult to observe and measure in thershort
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programmes identified during national consultations, the fiscal space availability and
potential sources of financing for the benefits.

While some countries have the fiscal space to develop social protection floors, others will
have to gradually extend coverage and benefits according to national fiscal ycapacit
combination with contributory social insurance. It is therefore imperative that governments
explore all possible alternatives to expand fiscal space to promote social protection floors
and the $Gs and to leave no one behind.
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Annex | . A global review of administrat ion costs

Administration costs represent an integral part of the gross expense for the provision of any
social protection benefit, contributory or nroantributory. While general administrative

cost estimates cannot be as precise as those informed hnaastudy, they have to be
precise enough to guide the selection of viable social protection programmes for
implementation. Unreasonably high estimates of administrations a@st deter the
attractiveness of a much needed social protection intervention in a country. Unreasonably
low estimates of administration cestin yield gross expenditure levels which are not borne
out in practice, resulting in an unsustainable sociakptimin (SP) system.

The ILO and World BankGrosh etal2008)Juse a simil ar definition
¢ o sforsdtial protectiorschemes. They are broadly defined as expenses related to the
running of a social protection scheme, including ikiidy determination (including

targeting or screening processes, if any), beneficiary registration, contribution collection
(with respect to social insurance schemes only), benefit / claims processing, dealing with
appeals, governance and financial coistras well as the ongoing monitoring and evaluation

of the various scheme outcomes.

The gross expenditure afsocial protectiorscheme comprises of administration costs and

the benefits disbursed. The administration costs of a specific scheme ate nepated

either as percentage of the gross expenditure, or on a per capita basis (i.e. the administration
cost divided by the number of beneficiaries). This report tabulates administrative costs
utilizing the former (percentagwased) approach.

From he research undertaken, it is evident that there are limited global studies on the
administration costs of social protection schemes, especially efardributory schemes.

This lack of data isalso due tothe fact that finance and accounting systems of
non-contributory social protection schemese not always designed to track the
administration costs. Where such capacity exists, it may apply to only some of the
administrative cost components, vatdmitting others.

Further, thesocial protectionschemeadministrator may manage multiple schemes or
undertake other peripheral activities, veftthe accounting systems are only able to tabulate
gross administration expenses. This therelonits the ability to clearly attribute unique

costs to a specifisocial protectionprogranme. This challenge is compounded whéhne
scheme administrator is a State entity. TFr
office leasing, IT equipment, vehicles and other peripheral administration related inputs to
deliver ocial assistance goods and services, are often accounted for using different national
accounts budget codes. As a consequence they are not directly attributable to the unique
social protectiorscheme to which they are deployed. It is worth highlighting riteny of

the administration cost data quoted herein were taken from literature that is not explicit on
source data or how the calculations were done.

As in every project, nogontributory schemes are expected to have high initial
administration instalkion costs, and the procurement of assets to support its delivery. As
the programtme becomes more established, these administration costs are expected to
stabilize at an operative norm. By way of example, in the first seven years of the
implementationof Mei c 0 6 s P R OG RigStfadmimistragive aosts fell from 51

per cent of the programe0 s t ot al pdr cedtdhestwasthereséit of the large
up-front expenditures for the procurement of administragiygems (Grosh et.&2008).In

mostof the literature reviewed, there is little referencéhe stage of development of the
programme when reporting administration costs. This report attempts to overcome this
hurdle by utilizing multiple sources to complete the profile of the reviewedrss)enith
speci al emphasis on the schemeds establi sl
administration cost were recorded. Care must be taken when considering the correlation
between the scheme inception date and the administration cost repo8aiagschemes
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