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Executive summary

In most African countries, the human right to sbsecurity is still far from being a reality
for the majority of the population. Economic growighvery slow to trickle down to the
most vulnerable groups of the population so asnfarove their standards of living. Basic
social cash transfers are increasingly recognizedra effective instrument to reduce
chronic poverty in low-income countries. A recentigy paper from the Department for
International Development of the United Kingdomtesa “Unless specific measures are
taken to reach the poorest, millions will contineedie needlessly or, at the very least,
continue to suffer from inhumane living conditions’. The Commission for Africa has
also called for social cash transfers, by 2007bdoan integral part of national Social
Protection Strategies. A conference co-hosted lgy Government of Zambia and the
African Union recommended that “...social transfeogzammes — including the social
pension and social transfers to vulnerable childodter persons, people with disabilities
and households — be a more utilised policy optipAfrican countries...” and that they be
part of national social development plans, as §ipecin the concluding document to the
conference.

Both Senegal and Tanzania have achieved signifisaotess in recent years to extend
social security coverage in order to reduce poveftye National Social Protection
Strategy of Senegal, drafted in 2005, suggestdntineduction of a universal minimum
pension for all elderly not covered by any socr@urance pension. In Tanzania, the
National Strategy for Growth and the Reduction of/étty includes some social cash
transfer programmes for vulnerable groups of theuadion.

Social cash transfers are increasingly recognigeghaffective instrument in the reduction
of poverty. The objective of the present studyoisntodel the introduction of basic social
cash transfer programmes on household welfare, rigovecidence and depth in two
African countries: Senegal and Tanzania. Basedomsdhold budget survey data, a set of
social cash transfers were modelled in terms oir tin@pact on poverty reduction. In
addition, a rough cost estimate of the simulatadsfers is provided.

This study builds on an earlier ILO study, whicmcloded that a basic and modest social
benefit package would be affordable in most Africauntries if governments would
commit a reasonable proportion of budgets to sopiatection and the international
community would be ready to provide some tempoganyport. While the previous ILO
study assessed the affordability from a macro emanperspective, this study models the
impact of various social cash transfers at the &looisl level.

The following options are modelled:

Universal old-age basic to older women and mexd &9 years of age and over, and
in the case of Senegal, also disability pensionglifeabled persons of working age,
at the level of 70 per cent of the food povertgjin

- Universal basic child benefits for children ohsol age (7-14) and, in the case of
Tanzania, orphans aged 0-7, at the level of 35@etrof the food poverty line;

- A combination thereof;

- Targeted cash transfers to households withowbéerbodied person at the level of
70 per cent of the food poverty line per household.

The financial volume of benefit expenditure of #dgsted options is estimated to be
between 0.2 per cent (Senegal) and 0.8 per cenizéhta), respectively, of GDP for the
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targeted cash transfer to 3.3 per cent (SenegdlB2nper cent (Tanzania), respectively, of
GDP for the combination of basic old-age pensioth @rild benefit. This does not include

administration expenditure, which tends to be atesibly higher for targeted transfers
than for universal ones.

The results of the micro-simulations for Senegal dmnzania show that basic social
protection benefits can indeed play an importafd o poverty reduction strategies in
low-income countries. Introducing basic old-age alighbility pensions in Senegal and
Tanzania would not only improve the living standafdhe benefit recipients, but also of
the other members living in the same householdeaalty children, as transfer typically
are shared within the household.

In the case of Senegal, the combination of a lEdiage and disability and a child benefit
for school-age children would reduce food povedtes by 40 percent and reduce the
poverty gap by more than half. While child benefiffect all groups of individuals to a
somewhat similar extent, old-age and disabilitygi@ms have a more pronounced effect on
older persons, especially on elderly women, andr ttaenily members. Targeted cash
benefits show a major effect on households withethle-bodied members, but only a
minor effect on the overall poverty rate.

In Tanzania, a universal old-age pension wouldpoyterty rates by 9 per cent, with a
considerably stronger effect — 36 per cent — fdepmen and women and 24 per cent for
individuals living in households with elderly famimembers. A more balanced effect
would be achieved by a child benefit for school-abadren, which would result in a cut
in poverty rates of about 30 per cent. The comhonaif these two benefits would achieve
a reduction in poverty rates of 35 per cent, witlere more substantial effects for
individuals living in households with children apettlerly (a drop of 46 per cent), which
face the highest poverty risk. Targeted cash temasfchieve an overall reduction of
poverty of 7 per cent. For older men and womenrekection is more significant at 12 per
cent and 18 per cent, respectively; and for indigld living in households without able-
bodied members, it is 46 per cent, a much greatpact.
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1.

Introduction

This study summarizes the results of a micro-sitrartiaof social cash transfers and their

effects on poverty reduction in two African couefsj Senegal and Tanzania. Based on
household budget survey data, a set of social tcaskfers were modelled in terms of their

impact on poverty reduction. In addition, a rouglsteestimate of the simulated transfers is
provided.

Both Senegal and Tanzania have achieved signifsiacdess in recent years in extending
social security coverage in order to reduce poveftye National Social Protection
Strategy of Senegal, drafted in 2005, suggestdntineduction of a universal minimum
pension for all elderly not covered by any soaialirance pension (Républiqgue du Sénégal
2005: 49). This would be a major step towards ttiension of social security in the spirit
of the ILO Minimum Standards in Social Security @ention® In Tanzania, the National
Strategy for Growth and the Reduction of Povertyifed Republic of Tanzania 2005)
includes some social cash transfer programmesuloevable groups of the population.

Poverty is still a major problem on the African toant, and the outcomes of the United
Nations 2004 progress monitoring report of the dihium Development Goals are not
very indicative of the African nations achievingetigoal of halving poverty by 2015.
Hardly any progress has been measured since 198@@UNations 2004a). While other
regions of the world recorded considerable prograssrds reaching the first Millennium
Development Goal, poverty rates in Africa have stéagd or even increased. In 2001, 46
per cent of the population in Sub-Saharan Africa Vixng on less than US$1 (PPP) per
day, and average real incomes have declined wittenlast two decades (World Bank
2005b).

In most African countries, the human right to sbsecurity is still far from being a reality
for the majority of the populatiof. Economic growth is very slow to trickle down teet
most vulnerable groups of the population and torowe standards of living. Basic social
cash transfers are increasingly recognized as factiee instrument to reduce chronic
poverty in low-income countries (Barrientos andydeSherlock 2003). A recent policy
paper from the Department for International Develept of the United Kingdom states:
“Unless specific measures are taken to reach tleeepty millions will continue to die
needlessly or, at the very least, continue to sdiften inhumane living conditions” (DfID
2005). A review of existing social cash transfehesnes in Africa demonstrated the
potential of such programmes (Save the Children &Kal. 2005). The Commission for
Africa has also called for social cash transfeys2@07, to be an integral part of national
Social Protection Strategies (Commission for AfrR@05: 209-210). A conference co-
hosted by the Government of Zambia and the Afridaion recommended that “...social
transfer programmes — including the social pensiod social transfers to vulnerable
children, older persons, people with disabilitiesl iouseholds — be a more utilised policy
option in African countries ...” and that they betpafrnational social development plans,
as specified in the concluding document to the examfce’.

! Senegal ratified the ILO Social Security (MinimuBtandards) Convention, 1952 (No. 102) in
1962 for the following contingencies: employmenuiy, family benefits and maternity.

% See Articles 22, 23 and 25 of the Universal Detian of Human Rights, as well as Articles 7, 9
and 11 of the International Covenant on Econonicj& and Human Rights.

® The ‘“Livingstone Call for Actioh March 2006, see www.helpage.org/News/Latestn@25954.
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Nevertheless, examples of basic social cash tnassfemes are not yet widely used as an
instrument of poverty reduction in sub-SaharandsfriThe number of countries that offer
basic social protection benefits to the populatisnrelatively small. South Africa,
Botswana and Namibia provide social pensions, ardrifus and the Seychelles have
universal benefit programmes (Tostensen 2004; Wid2003, 2004). Means-tested cash
benefits are found in Botswana and Mozambique. Zarsbccessfully piloted a social
cash transfer scheme targeted to the 10 per cemésichouseholds.Some other African
countries, such as Ethiopia, have introduced sswdial cash transfer schemes, partly
linked to cash-for-work and cash relief componé8eve the Children UK, et al. 2005).

A growing number of evaluations have assessedftaet® of social cash transfers on the
reduction of poverty, for example on tax-financezhgions in Argentina, Brazil, Chile,
Costa Rica and Uruguay (Bertranou, et al. 2004)ronon-contributory pension schemes
in Brazil, Bangladesh and South Africa (Barrien2@94). While such ex-post evaluations
are indispensable for the evaluation of existinggpemmes, policy-makers are also
interested to know more about the effects thatbesaaxpected from such programmes in a
given context ex ante. Micro-simulations have pobi@be a useful tool in this respect, as
they provide the possibility of easily testing difént policy options. This tool has been
widely used in high-income and transition countrigst only a few studies so far have
estimated the impact of introducing basic sociabtgution benefits in low-income
countries, such as on old-age pensions and condliticash transfers for a number of
African countries (Kakwani, et al. 2005; KakwanidaBubbarao 2005). The objective of
the present study is to model the introduction asib social cash transfer programmes on
household welfare, poverty incidence and depthwim ¢tountries: Tanzania and Senegal.
Are social cash transfers an effective and affdedaieans to reduce poverty in very low-
income countries? This study builds on an earli€ study, which concluded that a basic
and modest social benefit package would be afféedédb most African countries if
governments would commit a reasonable proportiotheir budgets to social protection
and the international community would be readyrmvigle some temporary support (Pal,
et al. 2005). While the previous ILO study assested affordability from a macro
economic perspective, this study models the impaetrious social cash transfers at the
household level.

This study starts with a brief discussion on sopialtection in low-income countries. In
the second section, we briefly present the suratg dnd the methodology used. The third
section sketches the background for the analysth, avbrief outline of major economic,
demographic and poverty indicators for SenegalTartkzania. The fourth section presents
the results of the micro-simulation of social céiginsfers in Senegal and Tanzania. The
fifth and concluding chapter sets the results atwider context.

* On Botswana, see Tostensen 2004; on MozambiqueLsee et al. 1999; on Zambia, see
Schubert 2004 and 2005.

® See, for example, Sutherland 2001; Gassmann ZB&smann and Notten 2006; Behrendt 2002;
Immervoll, et al. 2001; Matsaganis, et al. 2004mBdds 2005.
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2. Social protection in low income countries

Many of the existing social insurance schemes writtcome countries fail to reach the
poorest groups of the population as the rightdaodfers is tied to contributions made in the
past. While these countries are characterized lbgeldanformal economies, social
protection programmes tend to cover only a smatl pathe labour force in the formal
economy. As earnings in the informal economy aegently irregular, statutory social
security schemes or mandatory contributions ard tmenforce. Moreover, it is difficult
to collect accurate data on the income and weédlitodkers in the informal economy. The
coverage of most social insurance programmes isftire limited®

Non-contributory social protection programmes pdajimited role in many low-income

countries. Tabor (2002) lists several reasons lier low number of social protection

programmes in developing countries: limited govezntnresources; the preference of
governments for the relief of structural constrmitd growth; a small formal sector often
dominated by the public service; the dispersed fadjpm with limited access to public

service infrastructure, especially in rural areasg the limited institutional capacity to

manage social assistance programmes.

Some observers believe that the weak economic @ual fsituation in low-income
countries is not predisposed to the introductionlafje tax-based social assistance
schemes as the number of poor is too high for #meow tax base (Tostensen 2004).
However, the results of earlier research and en@irevidence show that social cash
transfers can be feasible even in low-income caemif well designed and adapted to the
specific country context.

Senegal and Tanzania are typical examples of deantffering social protection in low-
income countries in Africa. In both countries, tpeovision of formal basic social
protection measures is rather limited. In the cdnief this paper, the provision of
assistance for elderly and children is of mostrgge The existing social security system in
Senegal provides social insurance type benefgal@ried employees. The social insurance
system provides pensions (old-age, disability, lfslsreadwinner) and family allowances
to the insured. Family allowances are paid to iedumothers and consist of pregnancy
benefits, maternity benefits during the first twamys of a child’s life, and child benefits for
each child between two and 18 years of age (21sylearstudents). In 2002, in Senegal,
286,000 children benefited from family allowanéds. 2001, 7.8 per cent of the active
population was covered by the formal social insceascheme, and 12.3 per cent of the
population benefited from some type of benefit (Réjgue du Sénégal 2005: 49).

These figures show that low coverage is one ofnthgr problems of the current social
security system. The majority of the population,sof which work in the informal

economy, are not covered. The provision of soctdistance to vulnerable groups is
limited. Most of the support provided is in the rforof emergency relief and disaster
management. In 2004, the Government of Senegalt Sp&$43 million on social

assistance and safety net provisions, of whiché&s3pnt was externally financed. Of this
amount, about US$12 million was spent by the MFR8Drecurrent expenditures and

5 1LO 2001.

" Information from a presentation for the start feé international campaign on social security and
coverage for all in Senegal (La campagne mondiaidassecurite sociale et la couverture pour tous.
Lancement au Senegal).
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transfers to vulnerable groups. The largest parthef funds, though, is allocated to
investment projects and micro-credit facilities (WddBank 2005a).

The situation is similar in Tanzania. The existsagial security schemes mainly cover the
workforce in the formal economy against the risksolal age, invalidity, sickness and

maternity. However, only a minority of the Tanzamipopulation enjoy such social

protection, and most of those working in the infafreconomy are not covered. Other
programmes aiming to improve the livelihoods ofnarable groups of the population

exist, but the social assistance provided to themmdat regular and dependable. Such
programmes tend to provide relief on a one-off hagh the basis of unclear eligibility

criteria and a changing focus.

It is increasingly recognized that basic socialtgetion is also an essential instrument of
poverty reduction in low-income countries. Growtbre is not enough to reduce poverty,
and some redistribution is necessary to ensuretadjei and sustainable development.
Vulnerable groups often are not able to benefinfreconomic growth and move out of
poverty solely on their own efforts. Moreover, loweequality is associated with higher
economic growth and subsequent poverty reductif@etsf (Ravallion 1997: 51-57).

Besides providing access to health care, educatmhother social services, social cash
transfers are effective and efficient in supportigyiseholds that are not able to generate
sufficient income to make ends meet. Based on @etitlements, social cash transfers
offer a reliable safety net for poor householdseylprovide short-term poverty relief and
aim to reduce structural poverty in the long rdns Icritical to break the vicious circle of
poverty and to prevent its transmission from on@egation to the next.

The Government of Senegal has clearly stated itsratment to social protection policies.
Outlining the Government strategy for the next fixgars, the second Poverty Reduction
Strategy Paper identifies social protection as @inthe four main pillar§.In addition to
several measures aimed at increasing the covefdgental social insurance schemes, the
National Social Protection Strategy, drafted indbetr 2005, suggests the introduction of a
universal minimum pension for all elderly not caerby any social insurance pension.
Regarding policies to support women, children andnerable groups, the strategy
prioritises better targeting of existing programnaesl the strengthening of capacities at
community level. Proposed measures foresee indtablesshment of a database, capacity
building programmes for institutions involved in pperting vulnerable groups,
strengthening the legislative basis and improvimg &ccess of vulnerable groups to the
labour market (République du Sénégal 2005: 90-91).

The Tanzanian government has committed itself formes in the education, health and
water sectors as well as to enhancing social weHiad social protection programmes for
vulnerable groups. This includes notably “... adegusicial protection and provision of
basic needs and services for the vulnerable andyne€ (United Republic of Tanzania
2005: 33-34Y. Under this strategy, it is foreseen, among othgeatives for 2010, that
effective social protection measures will be inseghfor orphans and the most vulnerable
children; that these measures will cover 20 pet oéchildren and adults with disabilities
and 40 per cent of eligible older people; and #tlatligible older persons will have access
to free medical care and be attended by speciatimstical personnel.

8 Currently in preparation.

° United Republic of Tanzania 2005: 33-34.
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3.

Data and Methodology

The main aim of the study is to assess the imphstadous social cash transfers on
poverty in Senegal and Tanzania. For this purpasd, based on data from household
budget surveys for the two countries, we use stalicro-simulations to estimate the
effects of social cash transfers on the reductfqrowerty.

The data for Senegal stem from tBequéte sénégalaise aupres des mendg8aM-I1)
from 2001/02*° The simulations for Tanzania are based on thesetold Budget Survey
(HBS) for Tanzania that was conducted in 2000/01s Survey covers mainland Tanzania
only, which represents 33.6 million of the UnitegpRblic of Tanzania’'s 34.6 million
(2002) population. More than three quarters ofgibpulation live in rural areds. Both
surveys are representative and provide compreltemgiormation on the socio-economic
conditions of private households. The results aegghted using the original sampling
weights as provided by the statistical agencies.

The micro-simulations are based on household copgom In the case of Tanzania,
expenditures on health, education, water and teleplas well as rent and imputed rent
were excluded from the total consumption measuratifNal Bureau of Statistics,
Tanzania 2002). In the case of Senegal, the finasumption measure does not include
expenditures on taxes and gifts/transfers to dibaeseholds.

Three different poverty lines have been used ferabsessment of the effects of social cash
transfers on the reduction of poverty (see Tabl&agh of these countries has two official
poverty lines: a food poverty line and a basic sepdverty line, both of which are
calculated in similar ways, yet with notable diffiaces in detail.

19 Access to the datasets was cordially providedhieyréspective statistical agency: The National
Bureau of Statistics of Tanzania, and the Directlerla Prévision et de la Statistique, Senegal.

1 cf. United Republic of Tanzania 2003.
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Table 1.

Poverty lines for Tanzania and Senegal (28 days, in local currency)

Senegal Dakar Other l;rrzzz Rural areas Senegal
CFA CFA CFA CFA In US$ PPP*
2001/2002
National poverty lines (per adult equivalent)
- Food poverty line 9,587 8,898 8,145 8,612* 40
- Basic needs poverty line 24,612 19,958 13,941 17,481 81
International poverty line (per capita)
- $1.08/day poverty line - - - 8,110 37
In 2006 prices***
National poverty lines (per adult equivalent)
- Food poverty line 10,052 9,330 8,540 9,030* 43
- Basic needs poverty line 25,806 20,926 14,617 18,329* 87
International poverty line (per capita)
- $1.08/day poverty line - - - 8,430 40
Tanzania g:l';:; Other l:;z:g Rural areas Mainland Tanzania
TSh. TSh. TSh. TSh.  InUS$ PPP
2000
National poverty lines (per adult equivalent)
- Food poverty line 6,719 5,607 5,107 5,295* 12
- Basic needs poverty line 9,203 7,680 6,996 7,253* 17
International poverty line (per capita)
- $1.08/day poverty line - - - 11,253 27
In 2006 prices***
National poverty lines (per adult equivalent)
- Food poverty line 8,724 7,281 6,631 7,139 14
- Basic needs poverty line 11,950 9,972 9,084 9,778 19
International poverty line (per capita)
- $1.08/day poverty line - - - 14,514 29

* The average poverty lines for the country is reported for comparative purposes.

** PPP conversion values (IMF).

*** Projections for 2006 based on CP!I (IMF).

Source: Own calculations based on ESAM-II (Senegal) and NBS Tanzania; International Monetary Fund 2005.

In Senegal, the food poverty line is based on th&scof a food basket that covers the
minimum calorie requirements of 2,400 kcal per adguivalent. The composition of the
basket is based on the 26 most frequently consdiometitems, which accounts for 80 per
cent of total food consumption of 50 per cent &f plopulation (households in deciles 2-6).
In order to take into account regional price difaces, the value of the minimum basket is
calculated separately for the capital city, othdran areas and rural areas using the price
information from the survey$.The basic poverty line takes into account the rieedon-
food goods and services. The food poverty lineugptemented with an amount derived
from households that have total food expenditutesecto the food poverty line (+/- 5 per

12 For Senegal: République du Sénégal 2004; for Traazalational Bureau of Statistics Tanzania
2002.
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cent). Average expenditures on non-food goods andces are calculated for the selected
households and the resulting amount is added téottepoverty line. Again, the different
strata are treated separately (Table 1).

In Tanzania, the food poverty line is based on mimum calorie requirement of 2,200
kcal per adult equivalent, the definition of whiishbased on the consumption patterns of
the poorest 50 per cent of the population. The tjiesr consumed (recalculated to reach
the minimum calorie requirements) were then prioadthe basis of median unit prices
calculated from survey data, separately for eadhethree regions, Dar-es-Salaam, other
urban areas and rural areas. The basic needs ydivertis calculated by increasing the
food poverty line by a factor that is derived frahe share of expenditure on non-food
items of the poorest 25 per cent of the populatiational Bureau of Statistics Tanzania
2002: 78-79).

In addition, the $1/day poverty line is reported éomparative purposes. Originally set in
1985, this third poverty line was redefined at US81PPP) per capita in 1993 prices and
adjusted for inflation thereaftét.This paper also reports poverty rates and the rpove
gap, for this poverty line, yet with some resemasi. Table 1 shows that the relative level
of the $1/day poverty line is very different wheampared to national poverty lines.
Although this poverty line is similar to the foodyerty line in Senegal, it is much higher
than the basic needs poverty line in Tanzania. Madscritical implications for the micro-
simulations and leads to very diverging resultstiowal poverty lines are assumed to be
more robust in this respect, as they are definedrdag to national standards. The micro-
simulations will thus rely on national poverty lmenly*

Poverty assessments are performed at an individwal. Therefore, total household

consumption has to be assigned to each individualgl in a household according to a
given rule. As ‘intra-household distribution of umption’ has not been observed in the
survey™ we assume equal distribution between householdbees. In order to take into

account economies of scale within larger househaldd differing needs due to the

demographic composition of a household, consumpigomdjusted for differences in

household size and composition. The methodologyl iiseSenegal assigns a weight of
1 per adult and 0.5 per child below the age of 15.

In Tanzania, the equivalence scale takes into adtdoousehold size, and age and sex of
household members. Male adults aged 19-59 arenasbigweight of 1.0 while women of
the same age are assigned a weight of 0.88. Thghtseassigned to children vary
according to age, between 0.4 and 1.2 for boyshatdeen 0.4 and 1.0 for girls. Older
persons are assigned a weight of 0.80 (men) ad(@dmen), respectively.

13 For a description of the methodology, see ChenRanhllion 2001and 2004; Sillers 2005. This
poverty line is often referred to as the $1/dayegyovline, and this practice will also be followed
this paper.

! The results are available upon request from thieogs.

5 Household income and budget surveys usually daewatrd the distribution of resources within
the household.

16 National Bureau of Statistics, Tanzania, 2002:. T3® full set of equivalence scales is shown in
Table A2 in the Annex to this paper.
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In order to give an estimate of the size of thedfienin current values, all monetary values
were adjusted to 2006 on the basis of inflatioegdCPI) (International Monetary Fund
2005).

Poverty rates are measured using the Forster-Girembecke class of decomposable
poverty measures (Foster, et al. 1984), which —r&vherepresents the total population, g
the poor, z the poverty line and ¢ consumptionr-marepresented as follows:

q _ a
FGT =1/n* Z[Z—C}

<zl Z
If the parameten = O, then the equation is simply the headcoungndVitha = 1, the
equation measures the poverty gap, which is theageencome shortfall of the poor with
respect to the poverty line. Where 2, the equation represents a measure for therigev
of poverty as the poorest households are giveeagrweight in the equation.
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4.

4.1

Table 2.

Senegal and Tanzania in brief

This section starts with a brief summary of corendgraphic, economic and social
background variables in Senegal and Tanzania, lagad goes on to assess the current
levels and depth of poverty in both countries.

Economic and social context

Both Senegal and Tanzania belong to the pooresttiges of the world. Senegal ranked
157 and Tanzania 162 out of 177 countries in thendtuDevelopment Index in 2004 (see
Figure 13 in the Annex). The countries differ coesably, however, in terms of the
economic and socio-demographic situation. Sene@dP per capita is almost three times
that of Tanzania, although the Tanzanian econonsyble@n growing slightly faster over
the past years and at a steadier pace.

With respect to health indicators, Senegal is periiog better in general. Tanzania, on the
other hand, scores slightly better with respeedacational achievement (see Table 2).

Senegal and Tanzania: Human Development Indicators

Index Year Unit Senegal Tanzania
GDP per capita (US$ PPP)a 2005 US$ PPP 1914 720
HDI rank (out of 177 countries) 2004 rank 157 162
Life expectancy at birth 2002 years 53 44
Remaining life expectancy at age 60 2002 years 13 14
Fertility rate* 2002 % 5 5
Infant mortality rate per 1,000 life births 2002 per 1,000 79 104
Under-5 mortality rate per 1,000 life births 2002 per 1,000 138 175
HIV prevalence (15-49 yrs old)* 2003 % 0.8 8.8
Adult literacy rate (age 15+) 2002 % 39 77
Net primary school enrolment 2002 % 58 54
Ratio of female to male primary enrolment 2000 0.9 1
Children reaching grade 5 (% of grade 1 2002 % 68 78
pupils)

ODA received per capita (US$) 2002 us$ 455 34
*Estimates.

@ International Monetary Fund 2005; UNDP 2005; United Nations 2004b.

On average, the Senegalese population lives ters yeager than it does in Tanzania.
Even more worrying for Tanzania is the fact thig éxpectancy rates have not improved
over the last decades. They came down from 50 @0 1®nited Nations 2004b), which is
probably a direct impact of the HIV/AIDS epidem@enegal has not been affected to the
same extent as Tanzania with HIV/AIDS. The HIV @ence rate in Senegal is estimated
to be lower than one per cent of the populatiordad249, while in Tanzania almost ten
per cent are affected. Although fertility rates ageally high in both countries, in Senegal
mortality rates for infants and children below &ige are considerably lower.

Education related indicators show that the litereatgs among the Tanzanian population
are twice as high as for Senegal. Although net amynschool enrolment rates are slightly
lower in Tanzania, the share of pupils reachinglgrais 10 percentage points higher.

Cash benefits in low-income countries: Simulating the effects on poverty reduction for Senegal and Tanzania



10
4.2

Population size and structure

The two countries also differ considerably in p@pign size. Tanzania, with its
34.6 million people (2002), has more than threeesinthe population of Senegal
(20.5 million in 2004) (World Bank 2004). Both cdrias are predominantly rural. More
than three quarters of the Tanzanian populatiom ilivrural areas according to the latest
population census (United Republic of Tanzania 2088r Senegal, estimates based on
the ESAM-II indicate that almost three out of fiyeople live rurally.

Significantly different are the two countries inmes of household size: average size in
Senegal being twice as large as that found in Taazdn rural Senegal, an average
household counts more than ten membeEqually, the average number of children per
household is significantly larger in Senegal. Mden four children are living in an
average household in Senegal, compared to tworehiid Tanzania.

In view of these differences, it is surprising testhat the broad age structure of the
population is very similar (see Table 3 and Tabldrboth countries, the age group 15-59
represents almost exactly half of the populatidmildZen under the age of fifteen represent
44 per cent of the population while older persayeda60 and over number just under 6 per
cent of the population.

" In respect of average household size, Senegatysdifferent from most other African countries,
with average household sizes being about five mesnbe
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Table 3.

11
Structure of population in Senegal (in % of population, 2001-2002)

Other urban Rural
Dakar areas areas Senegal
All individuals
Men 49.2 46.2 481 48.0
Women 50.8 53.8 519 52.0
Children (0-14) 36.4 422 471 438
Adults (15-59) 59.3 52.4 46.5 50.5
Elderly (60+) 4.0 5.3 6.2 55
All households
Households with children (0-14) 82.3 90.7 95.9 91.3
- with elderly (60+) 27.3 40.4 51.3 429
- with children and elderly 24.0 37.3 48.8 401
- with children (7-14) 66.4 79.6 86.3 79.8
- with 1-2 children 30.2 217 18.9 224
- with 3-5 children 36.6 44.4 415 40.8
- with 6 or more children 15.4 246 35.5 28.2
- with male household head 75.3 69.6 87.0 80.6
- with female household head 247 30.4 13.0 19.4
3-generation households 24.0 371 48.3 39.8
Households with missing generation 1.7 2.2 21 2.0
Households without able-bodied members 9.2 13.8 14.0 12.7
Single person households 5.7 35 0.8 2.6
Polygamous households 20.6 23.6 334 281
Average household size 8.4 9.6 10.5 9.8
Average number of children (0-14) 3.1 41 49 43
Average number of elderly (60+) 0.3 0.5 0.7 0.5
Average number of school-age children (7-14) 1.6 2.1 25 2.2

Source: Own calculation based on ESAM-II.

From the perspective of the present study, childmh the elderly are the main concerns
as they belong to the most vulnerable groups aperdefrequently on the care of other
household members. Nine out of ten Senegalese aldseare with children. In rural
areas, this share is as high as 96 per cent. Bodhper cent of the households include
three to five children, and 28 per cent have sixnore children (Table 3). In Tanzania,
almost four out of five households are with childrBorty per cent of households are with
one or two children, and 32 per cent have threévt children. Only six per cent of
households include six children or more.

The elderly comprise small groups in both countr@sly 5.5 per cent of the population in

Senegal is 60 years or older. The large househpddis Senegal translates into a large
number of three-generation households; 40 per afeall households in Senegal include

both children and elderly. Most of these househotissist of at least one member of each
age-group (child, working-age, elderly): four odtten households in Senegal consist of
three generations, compared to six out of ten imnz&aia. The share of households with a
missing generation, i.e. households with only akifdand elderly, is comparatively small

with 2.0 per cent in Senegal and 1.3 per cent mzdaia.
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Table 4.

Structure of population in Tanzania (in % of population, 2001-2002)

Dar-es- Other urban  Rural areas Mainland
Salaam areas Tanzania

Allindividuals
Men 49.2 47.3 484 48.3
Women 50.8 52.7 51.7 51.7
Children (0-14) 349 405 457 444
Adults (15-59) 61.6 55.1 48.3 50.1
Elderly (60+) 34 44 5.9 5.6

All households
Households with children (0-14) 65.7 .7 80.1 77.8
- with elderly (60+) 12.1 17.0 244 225
- with children and elderly 8.0 12.1 17.1 15.8
- with children (7-14) 435 48.7 574 55.2
- with 1-2 children 416 42.0 39.7 40.2
- with 3-5 children 22.6 29.2 34.0 32.0
- with 6 or more children 1.5 34 6.4 56
- with male household head 79.1 72.0 778 77.0
- with female household head 209 27.8 221 229
3-generation households 7.9 11.4 15.6 14.4
Households with missing generation 0.1 0.7 1.6 1.3
Households without able-bodied members 11.6 16.6 25.2 23.0
Average household size 43 45 51 49
Average number of children (0-14) 1.5 1.8 2.3 2.2
Average number of elderly (60+) 0.2 0.2 0.3 0.3
Average number of school-age children (7-14) 0.8 0.9 1.1 1.0

Source: Own calculations based on HBS 2000/01.

While the proportion of older persons in the topapulation in Tanzania is almost
identical to that of Senegal, household structaresdifferent (5.5 per cent versus 5.6 per
cent). The smaller household size implies thatropggsons are found in only 23 per cent
of households in Tanzania compared to 43 per aer@einegal. The majority of these
households, that is 16 per cent of all househalasprise both children and older persons.

Households without any able-bodied household menaber particularly vulnerable to
living in poverty as their income-generating alghtare usually limited. These households
are defined as households in which all membergittier below 20 years of age or 60 and
older, are disabled or have reported sick in theatmpreceding the survey. According to
this definition, 13 per cent of Senegalese andé2cpnt of Tanzanian households can be
classified as vulnerable without able-bodied hoakkmembers?

8 A more stringent definition for Senegal requiréettmembers reported sick or injured in the
month preceding the survey during both survey sigiinly 2.6 per cent of households fall into this

category.
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The distribution of the population in urban andaturegions shows marked differences
between the two countries (see Table 5). While fodive Tanzanians lives in rural areas,
less than two in five Senegalese do so. In botimtces, however, children and the elderly
concentrate in rural areas.

Table 5. Distribution of population in urban and rural regions
Senegal Other urban Rural
Dakar areas areas Senegal
Al individuals 224 19.1 58.5 100.0
Children (0-14) 18.6 18.4 63.0 100.0
Adults (15-59) 26.3 19.9 53.9 100.0
Elderly (60+) 16.3 18.3 65.4 100.0
Tanzania Other urban Rural .
Dar-es-Salaam areas areas Tanzania
Al individuals 5.8 13.8 80.4 100.0
Children (0-14) 45 12.5 82.9 100.0
Adults (15-59) 71 15.3 776 100.0
Elderly (60+) 3.6 11.0 85.4 100.0

Source: Own calculations based on ESAM Il and HBS.

4.3 Consumption
Both in Senegal and Tanzania, average consumpmiazisl are considerably higher in the
capital cities and other urban areas than in aneds. Average household consumption per
adult equivalent is almost three times higher ikddahan in rural Senegal (see Table 6).

Table 6. Senegal: Average consumption levels

Dakar Other urban Rural areas Senegal
areas
CFA CFA CFA CFA  InUS$ PPP

Average consumption 2001/2002
(28 days)

Per household 228,460 162,992 98,044 144,528 667

Per adult equivalent 32,681 21,426 12,239 18,572 86

Per capita 27,100 16,985 9,365 14,793 68
Average Consumption, in 2006 Prices (projected)
(28 days) *

Per household 239,540 170,897 102,799 151,537 "7

Per adult equivalent 34,266 22,465 12,832 19,473 92

Per capita 28,414 17,809 9,819 15,510 73

* Projections based on CPI (IMF).
Source: Own calculations based on ESAM-I.

In Tanzania, the gap between urban and rural &dass pronounced than in Senegal. The
average consumption per adult equivalent in DaB&sam is 83 per cent higher than in
rural areas (see Table 7).
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Table 7.

4.4

Tanzania: average consumption levels

Dar-es-Salaam  Otherurban  Ruralareas  Mainland Tanzania

areas
In US$
Tsh. Tsh. Tsh. Tsh. PPP
Average consumption 2001/2002
(28 days)
Per household 73,028 52,807 37,641 42,285 98
Per adult equivalent 22,942 16,624 10,824 12,506 29
Per capita 21,387 14,499 8,928 10,598 24
Average consumption, in 2006 prices (projected)
(28 days) *
Per household 94,825 68,569 48,875 54,905 106
Per adult equivalent 29,789 21,585 14,054 16,239 31
Per capita 27,770 18,826 11,593 13,762 27

* Projections based on CPI (IMF).
Source: Own calculations based on HBS.

Poverty rates and poverty depth

Both in Senegal and Tanzania, poverty is predontipwdound in rural areas. One out of
five individuals lives below the food poverty linand two out three have less than the
basic needs poverty line in Senegal. In Tanzardge2 cent of the population live below
the food poverty line and 41 per cent consume teas the basic needs leVe(see
Table 8). In both countries, individuals living imban areas, and especially those living in
capital cities, face a significantly lower risk diing in poverty than their rural
compatriots. Thirty per cent of the rural populatiare classified as food poor; slightly
more than in Tanzania (25 per cent). Less tharr 8gr@ of the population living in Dakar
consume less than the food poverty line while fpoderty rates in Dar-es-Salaam reach
more than 9 per cent. Based on the national diefimdf minimum basic needs, almost two
thirds of the Senegalese population cannot make mwet; the same is true for two in five
Tanzanians.

While these national lines are relevant for eachnty separately, the US$1 per day
poverty line should allow a cross-national comparjs/et the results raise some questions.
As expected, based on the main economic and soci@ators, poverty in Tanzania is
wider and deeper than in Senegal, yet it is queshle whether the magnitude of this
difference is reflected correctly. While 23 per ttefithe total population live below the
$1/day poverty line in Senegal, four out of fiveukeholds are classified as poor in
Tanzania.

9 Note that rates are not directly comparable bexatisational poverty lines used and differences
between welfare indicators.
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Table 8. Senegal and Tanzania: Poverty rates and poverty gap by region
Senegal (2001-2002) Mainland Tanzania (2000-2001)
Other Rural Dar-es- Other Rural .
Dakar  urban areas Senegal Salaam urban areas Tanzania
areas areas
Poverty rate (headcount)
Food 24 8.7 29.9 19.7 9.4 146 245 222
Basic needs 49.3 58.8 73.1 65.0 22.8 289 441 40.8
1$/day 3.1 15.4 52.6 34.4 40.2 60.7  86.0 79.8
Poverty gap (as % of poverty line)
Food 0.5 1.8 6.9 45 22 4.2 6.6 6.0
Basic needs 14.8 19.9 26.4 225 6.0 89 140 12.8
1$/day 0.6 3.3 15.2 9.6 12.9 246 431 38.8

Source: Own calculations based on ESAM-Il and HBS.

Breaking down poverty risks for different groupstbé Senegalese population, Table 9
shows that age or sex is not directly associatéd significantly higher or lower poverty
risks, although children have slightly higher andrking-age adults slightly lower than
average poverty rates. Differences are more prareslirwwvhen considering different
household types. Households with elderly face arlehigher poverty risk than other
households. This translates into higher than aeepmyerty rates for individuals living in
households with elderly (24 per cent below the fquerty line), households with
children and elderly (24 per cent) and three-gdimrahouseholds (23 per cent). The
presence of children, usually an indicator for ithereased vulnerability of households, is
not a good poverty indicator in the case of Seneamlmore than 90 per cent of the
households have children. The distinctive factothes number of children present in the
household. Individuals living in households with tepfive children face a lower poverty
risk than the national average, while the presemicaix or more children increases
considerably the risk of living in poverty (28 peent). The definition of vulnerable
households as applied in this paper does not igethi households most at risk of living
in poverty in Senegal. Only 12 per cent of indidtiuliving in such households live below
the food poverty line in Senegal.
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Table 9. Senegal: Poverty rates and gap by age, sex and household type, 2001/02

Poverty rate (headcount) Poverty gap (as % of poverty line)
Food Basic 1$/day Food Basic 1$/day
Senegal poverty needs  poverty  poverty needs  poverty
line poverty line line poverty line
line line
All'individuals 19.7 65.0 34.4 45 225 9.6
Children (0-14) 209 66.7 38.5 4.7 23.1 10.9
Working age adults (15-59) 18.4 63.3 30.7 4.2 219 8.5
Elderly (60+) 20.8 66.5 35.2 46 23.1 9.4
Men 20.1 65.4 35.0 4.6 22.8 9.8
Women 19.4 64.7 33.9 44 22.3 9.5
Individuals living in the following household type:
- with children (0-14) 20.1 65.9 35.2 4.6 229 9.9
- with school-age children (7-14) 20.9 66.8 36.6 4.7 23.3 10.4
- with elderly (60+) 239 71.8 40.0 56 258 1.4
- with children & elderly 244 72.6 40.8 56 26.2 11.6
- with 1-2 children 76 455 55 1.7 135 24
- with 3-5 children 15.1 60.7 15.4 32 19.8 6.6
- with 6 or more children 279 76.4 34.9 6.6 28.2 14.8
- with male household head 219 67.3 37.6 5.0 23.7 10.7
- with female household head 85 53.6 18.6 1.9 16.7 44
3-generation households 244 72.7 40.8 5.2 25.3 1.7
Household with missing generation 3.3 21.9 1.8 0.8 7.8 0.7
Household w/o able-bodied member 11.5 50.6 26.3 3.0 15.3 7.0
Single person households 14 8.6 0.9 04 25 0.3
Polygamous household head 25.6 70.2 42.3 58 25.7 12.5

Note: Poverty rates corresponding with 1$/day poverty line are higher than for the food poverty line although the level of the
poverty line would indicate otherwise. However, the international poverty line of 1$/day is a per capita measure, while the national
food poverty line and the respective poverty rates are per adult equivalent.

Source: Own calculations based on ESAM-I.

The situation in Tanzania is different, where ddéfeces between population groups are
more pronounced (see Table 10). Children face hehigisk of living in poverty than
working-age adults or the elderly. Poverty ratestlie elderly are also slightly below the
national average as is the case in Senegal. Howthepresence of children and — in
particular — older persons in a household increasessiderably its vulnerability to
poverty. Thirty-two per cent of individuals livingp households with elderly are found
below the food poverty line compared to the nafiawarage of 22 per cent.
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Tanzania: Poverty rates and gap by age, sex and household type, 2001/02

Poverty rate (headcount) Poverty gap (as % of poverty line)
. . Food Basic 1$/day Food Basic 1$/day
Mainland Tanzania poverty needs poverty poverty needs poverty
line poverty line line poverty line
line line
All'individuals 217 404 79.6 5.7 12.5 38.5
Children (0-14) 240 437 84.4 6.4 13.7 425
Working age adults (15-59) 19.8 37.6 754 5.1 1.4 351
Elderly (60+) 20.5 40.0 79.8 5.6 12.4 38.1
Men 217 40.3 79.2 5.8 12.5 38.2
Women 218 40.5 79.9 5.6 12.5 38.8
Individuals living in the following household type
- with children (0-14) 23.2 428 82.9 6.1 134 40.8
- with school-age children (7-14) 271 474 85.1 7.2 15.2 43.0
- with elderly (60+) 30.0 50.8 87.1 8.3 17.0 448
- with children & elderly 33.3 55.7 90.6 9.3 18.9 481
- with 1-2 children 12.5 279 72.8 3.1 7.7 30.5
- with 3-5 children 271 48.2 87.2 72 15.4 447
- with 6 or more children 404 64.0 94.7 11.8 224 54.8
- with male household head 218 40.7 80.0 5.7 12.5 38.9
- with female household head 215 39.2 78.1 5.6 12.2 37.0
3-generation households 34.4 56.0 90.6 9.6 19.3 48.2
Household with missing generation 6.4 49.0 90.7 14 8.9 45.8
Household w/o able-bodied member 19.3 36.5 774 5.6 1.7 374

Note: Poverty rates corresponding with 1$/day poverty line are higher than for the food poverty line although the level of the
poverty line would indicate otherwise. However, the international poverty line of 1$/day is a per capita measure, while the national
food poverty line and the respective poverty rates are per adult equivalent.

Source: Own calculations based on HBS.

In terms of the poverty gap, food-poor individubkdéng in Senegal consume on average
4.5 per cent less than the food poverty line. Timsns, they lack on average US$1.9 PPP
per adult to meet the minimum food standards in62@@ces. The gap with respect to the
basic needs poverty line is 22.5 per cent for thsidneeds-poor, translating into a
shortage of US$19.6 PPP per adult. In order togbewverybody up to the international
poverty line, US$3.8 PPP for each poor individualid be necessary. The gap is most
pronounced for poor individuals living in rural ase Poverty is only slightly deeper for
children and elderly than for working-age adultsespective of the poverty line used.
However, the poverty gap is deeper when childred/anelderly are present in a
household.

In Tanzania, those living in extreme poverty (belbw food poverty) line lack on average
6 per cent of this poverty line. In respect of thesic needs poverty line, the average
consumption shortfall is 13 per cent of this poydirie. The poor would need on average
additional resources of US$0.83 PPP per adult pertimto reach the food poverty line,

and US$2.42 PPP to reach the basic needs poveetylh rural areas, the poverty gap
reach 14 per cent of the basic needs poverty linereas it is only 6 per cent in Dar-es-
Salaam.

The largest consumption shortfall is found for induals living in households with six and
more children. Poor individuals living in these beholds on average consume 12 per cent
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less than the food poverty line, which implies ttregy would need on average another
TSh 842 or US$1.63 PPP per adult equivalent pettmionorder to be able to cover their

minimum food needs. Taking into account non-foodibaeeds, these individuals would

require TSh 2,190, that is US$4.24 PPP, per aduitvalent per month in order to reach a
minimum consumption standard.
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5. Social cash transfers and their impact
on poverty reduction

This section presents the results of the micro-&tian of introducing a basic social
protection package on poverty in the two countrader review. A basic old-age and
disability pension, universal child transfers andsacial cash transfer to the most
vulnerable groups are analysed separately. In iaddithe effect of introducing a
combined basic old-age pension and universal dbédefit is simulate®® The main
assumptions are summarized in Table 11 and wilekglained in more detail in the
following sections of the paper.

Table 11.  Basic assumptions for the simulation of social cash transfers

Benefit type Eligibility Entitlements
Old-age and disability Individuals who are 60 years and older, and - 70 per cent of food poverty line
pension only for Senegal — for those who are disabled per eligible individual
(15-59 years)
Child benefit All school-age children (from 7 to 14 years of 35 per cent of food poverty line
age) and orphans before school age per eligible child

Targeted cash transfer ~ Vulnerable households, i.e. households without  Equivalent to one old-age
able-bodied household members (members are  pension (70 per cent of food
either under the age of 20 or above the age of poverty line) per household
59, or sick or injured or handicapped)

As benefits have been modelled relative to natidnad poverty lines, their level is
assumed to vary according to the region in whichefieiaries live in line with these
poverty lines. Table 12 shows benefit levels obalhefits for Senegal and Tanzania.

Table 12.  Benefit levels (per 28 days)

Senegal Dakar Other l:;z:g Rural areas Senegal

CFA CFA CFA CFA  US$ PPP
Food poverty line 10,052 9,330 8,540 9,030 42.71
Old-age and disability pension 7,036 6,531 5,978 6,321 29.90
Child benefit 3,518 3,266 2,989 3,161 14.95
Targeted cash transfer 7,036 6,531 5,978 6,321 29.90
Tanzania Dar-es-Salaam Other l::;zrs‘ Rural areas Tanzania

TSh. TSh. TSh. TSh.  US$ PPP
Food poverty line 8,724 7,281 6,631 7,139 13.81
Old-age pension* 6,107 5,097 4,642 4,997 9.66
Child benefit 3,053 2,548 2,321 2,499 4.83
Targeted cash transfer 6,107 5,097 4,642 4,997 9.66

* Disability pensions could not be considered for Tanzania.

Source: Own calculations based on HBS.

2 Note in the main report that the results correspanto the national food poverty line are shown.
Results based on the basic poverty line are predenthe Annex.
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Table 13.

Before turning to the assessment of the povertygied) effects of such basic social

protection benefits, a cost estimate will be givBased on the survey, the total benefit
expenditure of the modelled benefit options hasletimated as follows: A basic old-age
and disability pension of 70 per cent of the vadfiehe food poverty line would cost the

equivalent of 1.2 per cent of GDP in 2006 valuesSenegal while a child benefit for

children in school age would be 2.1 per cent of G&d® Table 13). The combined old-age
and child benefit would amount to 3.3 per cent dRG The modelled targeted cash
transfer would require 0.2 per cent of GDP.

In Tanzania, the universal old-age pension is egéthto come at a cost of 1.1 per cent of
GDP in 2006 values while the costs of a univeredtdenefit for school-age children and
orphans is estimated at 2.1 per cent of GDP. Tta twst of a combination of these
benefits would require 3.2 per cent of GDP and leaa reduction of the food poverty gap
by two thirds. The modelled targeted cash trartshsra more pronounced effect on closing
the poverty gap than in Senegal, but also comasagher cost, 0.8 per cent of GDP.

Estimated costs of the simulated benefits

%of  Total estimated In mio US$ As % of
poverty gap costs per year (PPP US$ 2006 GDP
closed (million CFA/TSh.) ex.rate)

Senegal
Old-age and disability pension
(70% of food poverty line) 22 54'258 256.61 1.2
Child benefit for children (7-14)
(35% of food poverty line) 40 96'174 454.85 21
Combination of old-age and disability
pension and child benefit 56 150,432 711.46 3.3
Targeted cash transfer (70% of food
poverty line per eligible household) 2 11,116 52.57 0.2
Mainland Tanzania
Old-age pension (70% of food poverty 20 148,422 142.93 1.1
line)
Child benefit for children (7-14) and 40 281,100 270.70 21
orphans (35% of food poverty liine)
Combination of old-age pension and 67 429,523 413.63 3.2
child benefit
Targeted cash transfer (70% of food 15 113,068 108.89 0.8

poverty line per eligible household)

Source: Own calculations based on ESAM Il and HBS, and IMF data.

These estimates do not take into account any adirative costs. Based on estimates of
the OECD, administrative costs of social cash feangrograms vary between 7 to 11 per
cent of total programme costs in many OECD cousiffid\ccording to Fultz and Pieris
(1999: 24-26), administration costs for universahgion schemes are generally low. They
amount to 2 per cent to 3 per cent of transferglawrritius, 4.5 per cent in Botswana and
15 per cent in Namibia. The latter is a result lué tispersed population over a large
territory. For universal child benefits, there @t much empirical evidence from existing
programmes. Given that benefit amounts are lower,can assume that administrative
costs for such benefits are slightly higher than gensions. Administration costs for

21 Quoted in Tabor 2002: 15.
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targeted benefits tend to be considerably highem fbr universal benefits, and depend on
the targeting mechanisms chosen.

The results of the micro-simulations discussedhm text are based on the food poverty
line in both countries. This poverty line reflett® most vital needs of individuals, based
on minimum calorific requirements, and thus givasaacount of the most extreme forms
of poverty. Results based on the slightly more gsuee basic needs poverty line are
reported in the Annex.

The impact of different social cash transfers omepty incidence and depth is assessed
through static micro-simulation on the basis of $ehold budget survey data. Changes in
the poverty rates before and after the introductibaach policy option are used to assess
the poverty reduction effect. It is assumed that dlditional income is entirely used for
consumption, particularly for very poor householtfowever, it is perceivable that
households save part of the benefit or invest imllsincome-generating activities, as
Schubert (2005) has found for the targeted casisfeascheme in Zambia, and Low et al.
(1999) report for Mozambique.

The simulation takes only first-order effects onusehold consumption levels into
account. Second-order effects on individual behayibousehold composition or macro-
economic effects are not taken into account.

The assessment of the poverty-reducing effectsooifak cash transfers is based on the
assumption that transfers are equally shared amouagehold members. There is not much
systematic evidence on the intra-household didighuof social cash transfers or other
forms of income in an African context.

5.1 Basic old-age and disability pension

Old age and disability are major poverty risks,eesglly where family bonds are being
weakened because of migration, the effects of HIBMB\and other epidemics, as well as
widespread destitution. Although life expectanchieh in Sub-Saharan Africa regrettably
remains well below what is normally considered essponable age, it should be recalled
that much of this low life expectancy is attributedhigh child mortality. Much too often
mortality in the younger adult ages is due to HINDS, other diseases and accidents.
However, having lived through these perils up te #ye of 60, men can expect to live
another 12 years in Senegal and 13 years in Tamzand women even 14 years and
15 years, respectively. This implies that once &@és reached, individuals can expect to
live well into their seventies. Providing the smialit growing number of older persons in
Sub-Saharan Africa with a minimum level of inconeewwity during their old age would
not only improve their standards of living, butaathat of the households in which they are
living (Barrientos 2004; Barrientos and Lloyd-Sloek 2003).

The simulation of a basic old-age and disabilitygen is based on the assumption that all
persons of 60 years of age and older receive ahtyotrtansfer of 70 per cent of the
national food poverty line, that is, on average2é,&FA (US$30 PPP) per month in 2006
values in Senegdland 3,707 TSh. (US$12 PPP) in Tanzania. As belmfils are set
relative to the food poverty line, the modelledestf the benefit varies depending on the

22 The official minimum wage is currently 42,000 CpAr month, and an average social insurance
pension about 17,700 CFA.
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Table 14.

whether the recipient lives in an urban or ruraioa. Note, that all eligible persons
receive the transfer, irrespective of income oeirtoof a social insurance pensfon.

In Senegal, persons of working-age (15-59 yearswitb are disabled are also eligible for
the basic pensioff.According to the survey, one per cent of the wagykige population
would be eligible for a disability pension in Seakdn Tanzania, the disability pensions
could not be modelled, as no information on disigbitas available in the survey.

Beneficiary rates of old-age and disability pensions

Senegal Dakar Other urban Senegal Dakar
Eligible persons 45 6.0 6.7 6.1
Individuals living together with beneficiary 40.8 50.6 58.7 53.1
Households with beneficiary 29.6 43.8 53.6 455
Tanzania Dar-es-Salaam Other urban  Rural areas Mainland

areas Tanzania
Eligible persons 34 4.4 59 5.6
Individuals living together with beneficiary 19.9 23.3 27.8 248
Households with beneficiary 141 18.8 247 20.6

Source: Own calculations based on ESAM-I.

Although only 6 per cent of the Senegalese popmuiatiould be eligible for an old-age and
disability pension, 45 per cent of all householdsl anore than half of all individuals
would indirectly benefit. Individual coverage isgbitly lower in Tanzania at 5.6 per cent
of the population, which is partly due to the fécht disability pensions could not be
modelled in this case. Nevertheless, there is &edadifference in terms of household
coverage. While close to half of Senegalese houdghwould indirectly benefit from an
old-age and disability pension, in Tanzania it vdole so for only one in five households.
Although the proportion of eligible persons in thetal population does not vary
considerably between the two countries, the shérboaseholds and individuals that
would be (in-)directly affected by the introductioha basic old-age and disability pension
is markedly different. This can be explained by diféerence in average household size,
which for Senegal is almost double the size of ®aif@ The larger household size
increases the probability that a household hasligible person. In both countries, the
share of elderly persons and recipient househsltsger in rural areas and smallest in the
capital cities.

The size of the simulated benefit (70 per cenheffood poverty line) should be sufficient
to lift the elderly out of poverty taking into acou that the average poverty gap of the
elderly is 4.6 per cent of the food poverty linal&8.1 per cent with respect to the basic
needs poverty line in Senegal, and 5.6 per cenflartper cent, respectively, in Tanzania.
In reality, the basic pension would contribute t@mll household resources and shared
with other household members. As a result, the ppvweduction effects will be less
pronounced. In the case of Senegal, the effectdvoeleven more diluted due to the large
average household size.

% This choice made is mainly data-driven as no inedlata are collected in the ESAM-II.

% Estimates for Tanzania do not include the disgbéedno information on disability status was
available. The share of the disabled populatioBenegal is 1 per cent, according to survey data.
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Overall, the introduction of a basic old-age andadility pension would reduce food
poverty by three percentage points in Senegal, aoeabto two per cent in Tanzania (see
Figure 1). The largest impact is recorded for theyet groups itself, elderly men and
women. In Senegal, the poverty rate for elderly womould be reduced by more than a
third, from 20 per cent to 13 per cent, and the igajhe poverty line would be closed by
almost half, from 4.4 per cent to 2.4 per cent.l@@bn would indirectly benefit as well,
although to a lesser extent. Forty per cent of ébokls in Senegal have children and
elderly in them. The poverty rate for persons livin such households would be lowered
by 5.5 percentage points, a reduction of almostquater in relative terms.

Figure 1.  Senegal: Absolute poverty reduction effect of basic old-age and disability pension; actual
and simulated poverty rates (headcount)
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Source: Own calculations based on ESAM I1.

The impact of basic old-age pensions on povertelgevor the elderly is larger in
Tanzania, with an absolute reduction of poverty8gper cent, but the effect on other
households is smaller. This difference can be maititibuted to the difference in average
household size between the two countries.
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Figure 2.  Tanzania: Absolute poverty reduction effect of basic old-age pension; actual and simulated
poverty rates (headcount)

Girls (0-14)
Boys (0-14)

»
©
=1

k=]

=
k=]
£
<

Poverty rate (in percent of the population in each group) and change (in percentage points)

Working-age women
(15-59)
Working-age men (15-
59)
Elderly women (60+)
Elderly men (60+)
Living in hh with children
(0-14)
Living in hh with school
children (7-14)
Living in hh with elderly
(60+)
Living in hh with children
and elderly
Living in hh without able-
bodied member

Wactual poverty rate 0ld age pension M Change in poverty rate

Source: Own calculations based on HBS.

Old-age pensions also have a marked effect on therty gap (see tables in the
Appendix). In Senegal, the consumption shortfall toé poor would be reduced by
1 percentage point from 4.5 per cent to 3.5 pet akthe food poverty line. For older men
and women, the poverty gap is even reduced by ®vogntage points. In Tanzania, the
consumption shortfall of older women and men woh&l dramatically reduced from

5.3 per cent and 5.8 per cent, respectively, offtloel poverty line to 1.1 per cent and
1.9 per cent, respectively. Overall, the poverty gauld be reduced from 5.7 per cent to
4.7 per cent of the food poverty line.

The results of the micro-simulation confirm thanrmntributory old-age pensions reduce
poverty not only among the elderly, but also amotiger household members. By this
token, they enable investments in human and pHysiapital within the recipient
household and strengthen the intergenerationalatly and transfer. From a more macro-
perspective, universal pensions may insure poomuoamties against the adverse effects of
policy reforms (e.g. in agriculture) and can enegerlocal economic activity (Barrientos
2004).

5.2 Universal child benefit

Family allowances can be an effective tool for ptyweeduction, especially if the number
of children is strongly correlated with povedy. Universal child and family allowances
have never been introduced in African countriedt ass feared that such systems would
contribute to increasing fertility rates, therebyrtifier aggravating the demographic
pressure. A recent study on conditional cash teaash African countries concluded that
(i) any social cash transfer programme needs tsizgable in order to have a significant

% See, e.g., Tabor 2002.
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impact on poverty, (ii) conditionalities such agjukar school-attendance should be an
integral part of the programme, and (iii) narrowgtding is not an issue regarding the
pervasiveness of poverty in these countries (Kakwetral. 2005: 9). There are however
important reservations against introducing conddiacash transfer programmes in African
countries where the existing education and heattihastructure often tends to be
inadequate to justify the implementation of suobgoammes (Save the Children UK, et al.
2005).

In this paper, we simulate the introduction of avarsal child benefit for all school-age
children between 7 and 14 years of age. In the sa$anzania, orphans under the age of
7 could also be included. Limiting eligibility t@lsool age children reduces the undesirable
fertility-inducing effect of an unrestricted chitgknefit. While the simulation does not take
into account any conditionality, in practice, diifity could possibly be tied to regular
school-attendance and other human capacity impgorieasures, such as regular health
checks, vaccinations, etc., provided that the rezzgsnfrastructure were to be available.

The level of the benefit is set at 35 per centhef national food poverty line per eligible

child, that is, half of the basic pension levelisTéorresponds to about 3,160 CFA (US$15
PPP) per child per month in Senegal, and 2499 T$8$4.84 PPP) in Tanzania. As for

the old-age and disability pension, the benefimizdelled relative to the poverty line,

meaning that it varies depending on whether thig ¢ikies in an urban or rural setting.

Beneficiary rates of child benefits for school-age children

Senegal Dakar Other urban Rural areas Total
areas
Eligible persons 19.0 224 23.9 225
Individuals living together with beneficiary 66.4 79.6 86.3 79.8
Households with beneficiary 82.2 89.3 924 89.5
Mainland Tanzania Dar-es-Salaam Other l;rr:z;: Rural areas Total
Eligible persons 221 259 274 26.8
Individuals living together with beneficiary 715 745 79.0 76.0
Households with beneficiary 51.8 55.4 61.6 57.3

Source: Own calculations based on ESAM-Il and HBS.

Twenty-three per cent of the population in Senegalchildren of school age (7-14 years
old) and would thus be eligible for the modellediccltash transfer. As an effect of the
large households, almost nine out of ten househetidd benefit from a universal child
benefit, covering 80 per cent of the population.Teinzania, the proportion of eligible
children would be higher (27 per cent), but only sut of ten households would benefit,
also covering almost 80 per cent of the populati®overage rates are higher in rural areas
as children live relatively more often in rural lseholds.

In Senegal, the introduction of a universal chikehéfit for school-age children (7-14)
would reduce the poverty rate by six percentagentpoirom 20 to 14 per cent (see
Figure 3). The benefit would reduce the income téhibfor the poor from 4.5 per cent to
2.5 per cent of the food poverty line. In relatigems, poverty would be reduced by almost
30 per cent, and the poverty gap diminished witlpdOcent. Boys and girls benefit almost
equally from the introduction of the child benefitserms of the reduction of their poverty
risk. The transfer also benefits other householdhbes living with children, especially
the elderly. As most households in Senegal havédreim in them, however, the
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Figure 3.

distribution of the poverty reduction effect ishat equal across the different population
groups. The same applies to the reduction of thenp gap.

Senegal: Poverty reduction effect of universal child benefit for school-age children; actual
and simulated poverty rate (headcount)
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Again, the overall effect is slightly larger in Tzamia where poverty rates are reduced by
6.6 percentage points (see Figure 4). Householtls etiildren benefit more from the
allowance, and its introduction could reduce povésy a third in these households.
Poverty rates of children aged 0-14 would be redume 7.8 percentage points for girls
and 7.7 percentage points for boys. Taking intmactthat the modelled benefit reaches
only children of school age, this is a marked réidacin poverty rates. If children up to
the age of six were also to be eligible for suchdfi¢s, the effects on poverty reduction
could even be higher.

The most dramatic reduction in poverty rates iddor individuals living in households
with children and the elderly. This group faces highest poverty risk: one third of these
individuals are poor. However, a universal chilchdi@ for school age children would
reduce their poverty risk by eleven percentagetpdoless than one in four children.
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Figure 4.  Tanzania: Poverty reduction effect of universal child benefit for school-age children and
orphans; actual and simulated poverty rate (headcount)
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The impact on the poverty gap is also remarkalde {ables in the Appendix). In Senegal,
universal child benefits to school age children ldaeduce the poverty gap of the total
population from 4.5 per cent to 2.7 per cent of tbed poverty line, a reduction of

37.5 per cent. In Tanzania, the overall poverty gapld be reduced by more than half;
that is from 5.7 per cent to 2.8 per cent of thedfgoverty line. The effect on the

consumption shortfall of children is even more mnamced; their poverty gap would be
reduced from 6.1 per cent to 2.9 per cent of tloel fooverty line.

In addition to these first order effects, such ligmeare very likely to spur more far
reaching effects in the short and the long ternpefence with similar programmes,
mainly in Latin America, has shown positive effestsconditional child cash transfers on
school enrolment rates and the empowerment of woF@nexample, net enrolment rates
in the mandatory grades increased gradually fronp&7cent to 96 per cent after the
introduction of a conditional cash transfer progm@nfor children in Brazil (Bolsa
Escola/Bolsa Familia). The position of women igsgthened by the condition that cash
transfers had to be given to the mothers (or ferhaleds of recipient households), as
required in Brazil and Mexico (Progresa/Oportuniagprogramme) (Kakwani, et al.
2005).

5.3 Combined effects of old-age pension and child benefits

After the assessment of the impact of each besefiarately, we now combine the two
benefits and assign basic old-age and disabilibsioas and child benefits simultaneously.
We expect to find even stronger effects with respedhe poverty risks of elderly and
children.
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Figure 5.

Beneficiary rates of combined old-age and child benefits

Senegal Dakar Other urban Senegal Dakar
areas
Eligible persons 235 284 30.6 28.6
Individuals living together with beneficiary 73.0 87.6 94.2 87.4
Households with beneficiary 87.3 94.4 97.0 94.3
Tanzania Other urban . Dar-es-
Dar-es-Salaam Tanzania
areas Salaam
Eligible persons 25.6 30.4 334 32.5
Individuals living together with beneficiary 75.2 78.6 83.3 80.1
Households with beneficiary 56.3 62.0 70.0 64.4

Source: Own calculations based on ESAM-Il and HBS.

As Table 16 shows, even though less than one getlBenegalese would benefit from
either the child or old-age transfers, the larggonity of the population would benefit

indirectly. Only 5 per cent of the Senegalese hioisis would not be covered by the
combined benefit package. In Tanzania, the shabewéficiaries would be slightly higher
than in Senegal, but the transfers would reach tmbyout of three households or 80 per
cent of the population. Again, in both countriagat areas would benefit proportionally
more, as the share of eligible persons is high#drese areas.

Senegal: Poverty reduction effect of a combined old-age and child benefit; actual and

simulated poverty rate (headcount)
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The effect of the combined benefits on povertyigmiicant. Overall, the poverty rate
would be reduced by eight percentage points in lootmtries (see Figures 5 and 6), a
relative reduction of 42 per cent for Senegal afg& cent for Tanzania. The groups that
benefit the most are elderly women, and individligiag in households with elderly, with
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elderly and children and those living in three-gatien households. Children also benefit
relatively more than the average, with boys expeiigy a larger poverty rate reduction
than girls in Senegal. In Tanzania, the effectbays and girls are virtually equal.

Figure 6.  Tanzania: Poverty reduction effect of a combined old-age and child benefit; actual
and simulated poverty rate (headcount)

Poverty rate (in percent of the population in each group) and change (in percentage points)

Girls (0-14)
Boys (0-14)

©

©

>
2
=
S
£
<

Working-age women
(15-59)
59)
Elderly women (60+)
Elderly men (60+)
Living in hh with
children (0-14)
Living in hh with school
children (7-14)
(60+)

Living in hh with
children and elderly
Living in hh without

able-bodied member

Working-age men (15-
Living in hh with elderly

Wacual poverty rate Child benefit (7-14) and orphan benefit (0-14) M Change in poverty rate

Source: Own calculations based on HBS.

It is also worth looking at the effect on the pdyeagap, that is, the average consumption
shortfall of the poor (see tables in Appendix). Towerty gap would be reduced by more
than half if such a combined benefit were to beothiced in Senegal: from 4.5 per cent to
2.0 per cent of the food poverty line. Two-thirdtbé poverty gap would be closed for
poor elderly men and women, and more than halpéar children.

In Tanzania, the overall poverty gap would be reduby two thirds, that is from 6 per
cent to 2 per cent of the food poverty line. Thieitially slightly higher — poverty gap for
children would also be reduced by about two thiadslightly more than 2 per cent of the
food poverty line. The most striking effects ararfd for the elderly and individuals living
in households with older persons. For the latteugr the poverty gap would be reduced to
less than 0.5 percentage points. For the eldedynselves, the poverty gap would even
become slightly negative, that is the average aopsion of (before transfers) poor older
persons would surpass the food poverty line.

5.4 Targeted cash transfer to the most vulnerable
Finally, we assess the impact of a targeted casisfier to the most vulnerable households.

This type of benefit is inspired by a pilot projétiplemented in Zambia (Schubert 2005)
where the equivalent of US$6.34 PPP is given mygntblthe poorest 10 per cent of
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Table 17.

households identified by local communitfsSiven the different levels of development in
Senegal and Tanzania, a slightly different approhels been taken for the micro-
simulations. It is assumed that eligible househuldsld receive the equivalent of one old-
age pension, which had been set at 70 per cerfteofdod poverty line of one adult
equivalent. Monthly benefit levels would corresp@idJS$30 PPP in Senegal and US$10
PPP in Tanzania.

The self-help capacity of a household is an esslettiteria in order to be selected for the
programme in Zambia. It includes mainly elderly veammany of whom are taking care
of children. In order to simulate a similar bend€it Senegal and Tanzania, households
without self-help capacity are defined as thoséovit able-bodied household members of
working age (20-59). Being able-bodied is definethie analysis as not being disabled nor
having reported sick or injured during the montegaeding the survey. While the pilot
project in Zambia worked on the premise that bési@fould be provided to a maximum of
10 per cent of households, this condition is noveed in this study.

Beneficiary rates of targeted cash transfer

Senegal Dakar Other urban Rural areas Total Senegal
areas

Eligible households 9.2 13.8 14.0 12.7

Individuals living in eligible household 45 7.9 9.0 7.8

Tanzania Dar-es-Salaam Other urban Rural areas Total Tanzania
areas

Eligible households 10.1 16.9 24.5 19.1

Individuals living in eligible household 6.7 12.3 18.0 141

Source: Own calculations based on ESAM-II.

In Senegal, 13 per cent of all households meeeliggbility criteria, but they constitute
only 8 per cent of the population. This reflectattmainly smaller households belong to
this category. In Tanzania, 19 per cent of all lkebadds meet the criteria, and these
represent 14 per cent of the population.

It should be noted that the poverty risk for thegéd group — households without able-
bodied members — is slightly lower than the aveliag€anzania (see Table 9) and much
lower in Senegal (Table 10). It could not be esshleld whether these figures reflect the
target group’s actual situation or whether theselte are due to methodological problems,
such as a lower probability of very poor househdidmg included in the survey. More

research would be needed to clarify this aspectimpdove the definition of vulnerable

households.

Analysing the impact of the targeted cash transf&enegal, Figure 7 shows that although
poverty rates for the target group — householdéiomit any able-bodied member — are
halved, the impact on overall poverty rates rembiniged. There are two possible reasons
for this. First, there are some doubts as to whdtietarget group is well defined in the
case of Senegal. Secondly, as Senegalese houselreldmparatively large with on
average ten household members, the benefit tragskatio a very small amount per adult,
even though the average household size of thettgrgep is smaller than overall average
household size.

% The exact amounts are US$6.34 PPP for householtout children and US$8.45 for
households with children.
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Targeted cash transfers would achieve a markedctieduof the poverty gap for
households without an able-bodied member in Sen@gedduction from 1.5 per cent to
0.7 per cent of the food poverty line), yet the ralleeffect would be rather limited (see
Table A3 in Annex).

In Tanzania, the effect on the poverty gap is nsotestantial than in Senegal. The poverty
gap for households without an able-bodied persounldvbe almost fully closed — from
5.3 per cent to 0.4 per cent of the food povertg.liThe overall poverty gap is estimated to
reduce from 6.0 per cent to 5.1 per cent of thel foaverty line.

In addition to such direct effects on poverty rd@ug it is presumed that targeted cash
transfers would have a wider impact on well-beifigoeneficiary households and their
communities. The first results of the pilot projgttZambia have been promising. School
attendance rates have improved, as did the gea@m@garance of the children. It is
assumed that more than half of the transfer istapenthe needs of the children that form
the majority in the targeted households (Schuligb)

The evaluation of a cash programme in Mozambiqueclodes that the optimal benefit

size covers one-third of the daily caloric needshefrecipients in order to have an impact
but with minimal disincentive effects (Low, et 4B99). Although the cash transfer had no
significant impact on food consumption levels, pamits relied less on donations from
neighbours and family members and purchased tta doathe markets. It was, however,
observed that over half of the recipients occadipneed the transfer for participation in

micro-credit schemes.
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6. Conclusions

Figure 9.

The results of the micro-simulation for Senegal arahzania show that basic social
protection benefits can indeed play an importafd o poverty reduction strategies in
low-income countries. What clearly matters for thgact is the size of the benefit in
relation to the poverty line and the eligibilityiteria.

Introducing basic old-age and disability pensian§énegal and Tanzania would not only
improve the living standard of benefit recipierist also of other members living in the
same household, especially children. The followfiggres provide a direct comparison of
the poverty reduction impact of old-age and chikhdfits as well as a targeted cash
transfer?’

In the case of Senegal, the combined benefit haditihest impact because of its high
coverage rate (see Figure 9). While child benefftsct all groups of individuals to a
rather similar extent, old-age and disability pensihave a more pronounced effect on
older persons, especially on elderly women, and thenily members. The figure shows
that for all households with elderly, old-age bé&seakduce relative poverty by almost one
guarter. Targeted cash benefits show a major effechouseholds without able-bodied
members, but only a minor effect on the overallgroyrate.

Senegal: Poverty rate reduction of options tested

All individuals

Living in hh with elderly (60+) & Working-age women (15-59)

Living in hh with school children (7-14) Working-age men (15-59)

Living in hh with children (0-14) EIderIy women (60+)

Elderly men (60+)

—&— Actual poverty rate Old age pension —>— Child benefit (7-14)

Targeted cash transfer —@— Old age pension and child benefits (7-14)

Source: Own calculations based on ESAM-II.

The relative reduction of the poverty gap is evasrarpronounced (Figure 10). Whereas
old-age pensions would reduce the poverty gap enage by one-fifth, child benefits for
school-age children would cut the poverty gap bg-fiith. Combined, these benefits can

2" More graphs showing the relative reduction oftbeerty rate and the poverty gap can be found
in the Annex.
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Figure 10.

close the food poverty gap by more than half, amdnetwo-thirds for the elderly
population.

Senegal: Poverty gap reduction of options tested

All individuals

Working-age women (15-59)

Elderly men (60+)

—&— Actual poverty gap Old age pension
—>— Child benefit (7-14) »— Targeted cash transfer
—@— Old age pension and child benefits (7-14)

Source: Own calculations based on ESAM-II.

In Tanzania, a universal old-age pension wouldpayerty rates by 9 per cent, with a
considerably stronger effect — 36 per cent — fdepmen and women and 24 per cent for
individuals living in households with elderly famimembers (see Figure 11). A more
balanced effect would be achieved by a child béf@fischool-age children, which would
result in a cut in poverty rates by around 30 pemtcThe combination of these two
benefits would achieve a reduction in poverty radés35 per cent, with even more
substantial effects for individuals living in holweéds with children and elderly (a drop of
46 per cent), which face the highest poverty rigkegeted cash transfers achieve an overall
reduction of poverty of 7 per cent, yet with a msttonger effect on older persons (minus
12 per cent and 18 per cent, respectively, forrolmen and men) and individuals living
in households without able-bodied members (minuget6ent).
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Figure 11. Tanzania: Poverty rate reduction of options tested

All'individuals

—&— Actual poverty rate Old age pension
—>¢— Child benefit (7-14) and orphan benefit (0-14) »— Targeted cash transfer
—@— Old age pension and child benefits (orphans 0-14, others 7-14)

Source: Own calculations based on HBS.

The relative effects on the poverty gap in Tanzari& larger and more heterogeneous
across groups of the population (see Figure 12)-a0k pensions would reduce the
poverty gap by 77 per cent for older women and bypér cent for older men while
compressing the overall poverty gap for the totadytation by 17 per cent. Child benefits
are more balanced across groups, cutting the pogaq by about one-half across the
board. With the combination of these two benefit¢éal shortfall in consumption would
reduce by two-thirds for the total population. Tasgeted cash transfer would almost fully
close the poverty gap for households without aloididd members (a reduction of 93 per
cent), which would cut the overall poverty gap Byder cent.
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Figure 12.  Tanzania: Poverty gap reduction of old-age and child benefits

All individuals

Living in hh without able-bodied
member

Living in hh with children and
elderly ]

Living in hh with elderly (60+)

Living in hh with school children
(7-14)

Elderly men (60+)

—aA— Actual poverty gap Old age pension
—>— Child benefit (7-14) and orphan benefit (0-14) »— Targeted cash transfer
—@— Old age pension and child benefits (orphans 0-14, others 7-14)

Source: Own calculations based on HBS.

The main advantage of basic old-age and disalgétysions is that recipients do not have
to withdraw from the labour market. According torBentos (2004), non-contributory
basic pension schemes are sustainable becauserdatisyribute income in a socially
desirable direction: throughout life and from urltanrural areas. The first represents a
social preference to support the elderly, while ldtter prevents the migration from rural
to urban areas. Basic old-age pensions can alsorlesponse to problems arising from
social and economic changes, such as those indycédie HIV/AIDS pandemic, which
leaves many households with a missing generatiod, grandparents as main care
providers for children. Evidence from many courgtiias shown that pensions indeed have
a major positive impact on the physical and sodevelopment of children living in
pensioner households (Barrientos and Lloyd-Sheria).

Kakwani and Subbarao (2005) argue against the rgsalegrovision of basic old-age
pensions because of disincentive effects, whicliraemt, however, is not appropriate in
this context. The objective of basic old-age pemsiis to support those citizens that are at
the end of the life cycle and have no longer theessary productive capacity to fully
sustain themselves on their own. Kakwani and Sw#mh&2005) further argue that basic
old-age pensions would not be affordable for mosticAn countries. However, the
calculations used to support these contentionsbased on the assumption that social
pensions should fill the entire poverty gap of lehads in which elderly persons live, not
just for the elderly persons themselves but also diner household members. This
assumption overburdens social old-age pensionsfuriittions that they cannot and should
not fulfil. While such pensions aim at providingletly persons with a minimum income in
view of their limited earnings capacity, they am meant to single-handedly lift large
households above the poverty line. Universal oleqgnsions can contribute to achieving
this objective, but complementary measures woulteljaired to meet this objective, such
as transfers to vulnerable children and other gg@uspmeasures to promote employment of
prime-age adults. The calculations provided in gaper as well as in earlier studies (Pal,
et al. 2005) show that the costs of basic old-aggsions are not out of reach for many
low-income countries.
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Universal child benefits can be a very effectivel ia poverty alleviation, especially when
the poverty risk is clearly correlated with the gmece of children in a household. The
situation in Senegal is quite specific and takes account the large average household
size and the average number of children per holseAs a result, the simulated child
benefit reaches across almost all households.réalapolicy setting, the allocation of the
benefit could be tied to conditions such as regstaiool attendance or basic health checks,
thereby aiming to achieve objectives that go beypoxkrty reduction in the short-run, as
is the case in many Latin American countries, pieglithat the necessary infrastructure is
available. If affordability is an issue, or if it isocially not desirable that almost all
households indirectly benefit from the transferdiddnal criteria could be introduced,
such as limiting the benefit to school-age childieimg in rural areas.

The most ambiguous results were obtained for ttgeeted cash transfer. The results from
the pilot scheme in Zambia sound very promising, ibus not easy to transfer such

experiences from one country to the other. Theltesiithis study show that vulnerability

may strongly vary between countries. While housdthiakithout able-bodied members

were identified as particularly vulnerable in Zambthis might not necessarily be true in
other countries. Both in Senegal and Tanzania,dfmids without able-bodied household
members appeared not to be the group most atlfiaktargeted cash transfer were to be
introduced in one of these countries, consideraffiert should be devoted to refining

eligibility criteria. A means-tested approach wouldrdly be realistic. Means testing

translates into higher costs in terms of adminismaand leakage. Based on a study
analysing the targeting outcomes of 122 programime$8 countries, income targeting

works better in countries with higher income, miorequality and where governments are
held accountable (Coady, et al. 2004).

Other issues affecting the targeting performaneettae level of local administration and
implementation capacity. Every system entails castsl has to be monitored and
evaluated. Narrow targeting, which may be efficierterms of the use of scarce resources
can be very costly in implementation. If categdricalicators can serve as a proxy, the
poor are more easily identified and the systemaisies to implement and administer.
Categorical targeting combined with community-batedeting may be a feasible option
in rural areas, as the example of Zambia has shawecent study from Malawi, however,
demonstrated that in a context of deep and omréptgsoverty, targeting might meet quite
strong resistance from communities, on the grouhds all community members are
equally poor and nobody should be singled out (§&hga 2005). This shows that other
issues, more related to factors such as culturdl patitical economy, may then play a
larger role.

In a context of deep and omnipresent poverty, usaldenefits for specific groups of the
population may be more appropriate than narrowigetzzd benefits. The cost estimations
have shown that both types of benefits would berdéfble, possibly with some external
support. Existing programmes show encouraging tesbbth in terms of programme

effectiveness in the reduction of poverty as weliraterms of financial and administrative
feasibility.
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Figure A1.

Figure A2.

GDP annual growth rate, 2001-2006
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Figure A3. Senegal: Relative reduction of poverty gap for all benefit options, food poverty line
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Figure A4. Tanzania: Relative reduction of poverty rate (headcount) for all benefit options,food poverty
line
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Table A1.

Tanzania: Relative reduction of poverty gap for all benefit options, food poverty line
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Senegal: Basic assumptions used for simulations
Indicator Source 2001 2002 2003 2004 2005 2006
Population www.finances.gouv.sn 9,956,202 10,127,809
Real GDP growth IMF 2005 47 1.1 6.5 6.2 5.7 5
GDP per capita,
current CFA IMF 2005 347477 352561 367910 387074 408033 425702
GDP per capita,
current, US$ PPP  IMF 2005 1621 1628 1718 1813 1914 2013
CPl inflation IMF 2005 3 23 0 0.5 1.5 1.9
PPP/US$
exchange rate IMF 2005 214 217 214 214 213 211
Exchange rate
(LCU/USY) ILO 733.0 697.0 581.2 528.3 581.2
PPP conversion ILO 0.30 0.32 0.38 0.37
Poverty line and aggregate consumption based on 2001/02 survey, 28 days (in CFA)
Aggregate consumption per adult equivalent 18,572 19,473
Food poverty line (national average) per adult equivalent 8,612 9,030
Basic needs poverty line (national average) per adult
equivalent 17,481 18,329
US$1 per day poverty line per capita 6,550 6,394

Cash benefits in low-income countries: Simulating the effects on poverty reduction for Senegal and Tanzania



46

Table A2.  Tanzania: Adult equivalence scales

Age group Males Females
0-2 0.40 0.40
34 0.40 0.48
5-6 0.56 0.56
7-8 0.64 0.64

9-10 0.76 0.76
11-12 0.80 0.88
13-14 1.00 1.00
15-18 1.20 1.00
19-59 1.00 0.88

60+ 0.80 0.72

Source: National Bureau of Statistics, Tanzania 2002; 132.
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Table A3.

Senegal: Overview on the results of the micro-simulation, food poverty line

Old-age and disability pension

Universal child benefit (7-14)

Combined old-age and child benefit

Targeted cash transfer

Total population

Girls (0-14)

Boys (0-14)

Women (15-59)

Men (15-59)

Elderly women (60+)
Elderly men (60+)

Living in hh with children
Living in hh with kids 7-14
Living in hh with elderly

Living in hh with
kids+elderly

Living in hh with
3 generations

Living in hh w/o able
member

Poverty rate Poverty gap Poverty rate Poverty gap Poverty rate Poverty gap Poverty rate Poverty gap
(headcount) (% of PL) (headcount) (% of PL) (headcount) (% of PL) (headcount) (% of PL)

Before  After Change Before After Change Before After Change Before After Change Before  After Change Before After Change Before  After Change Before After Change
197 168 -29 45 35 09 197 144 53 45 27 17 197 M8 -79 45 21 -24 197 195 -02 45 44 -041
205 178 -28 46 37 -09 205 144 62 46 27 -19 205 121 -84 46 21 -26 205 204 -02 46 45 -0.1
212 182 -30 48 38 -0 212 149 63 48 28 -20 212 122 90 48 21 -27 212 210 -02 48 47 -0
182 167 -25 41 33 09 182 136 -46 41 26 -15 182 M1 -71 41 20 -21 182 180 -02 41 41 -00
187 162 -25 43 35 08 187 143 -44 43 28 15 187 121 -67 43 22 -21 187 185 -02 43 42 -01
200 130 -70 44 25 -19 200 149 51 44 28 -16 200 89 -111 44 15 -30 200 195 -05 44 43 -0
215 1563 62 48 29 19 215 166 -49 48 31 17 215 114 -101 48 17 -31 215 209 -06 48 46 -0.1
201 171 29 46 36 -10 201 146 55 46 28 -18 201 120 -80 46 21 -25 201 199 -02 46 45 -0.1
209 179 30 47 38 -10 209 149 60 47 28 -19 209 124 -85 47 21 -26 209 207 -02 47 47 -0
239 184 55 56 38 -18 239 181 59 56 35 -21 239 133 -106 56 22 -33 239 237 -03 56 55 -0.1
244 188 55 56 38 -18 244 184 60 56 35 -21 244 136 -108 56 23 -34 244 241 03 56 56 -01
201 171 -29 57 38 -18 201 184 60 57 35 -21 201 136 -108 57 23 -34 201 199 -02 57 56 -0.1
76 37 -39 45 35 -09 76 144 53 45 27 17 76 M8 -79 45 21 24 76 37 -39 45 44 -01

Ly
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Table A4.

Senegal: Overview on the results of the micro-simulation, basic needs poverty line

174

Old-age and disability pension

Universal child benefit (7-14)

Combined old-age and child benefit

Targeted cash transfer

Poverty rate Poverty gap Poverty rate Poverty gap Poverty rate Poverty gap Poverty rate Poverty gap
(headcount) (% of PL) (headcount) (% of PL) (headcount) (% of PL) (headcount) (% of PL)
Before  After Change Before After Change Before After Change Before  After Change Before After Change Before  After Change Before After Change Before  After Change

Total population 650 629 -21 225 207 -18 650 607 43 225 190 -35 650 587 63 225 173 -53 650 645 05 225 223 -02
Girls (0-14) 666 645 -21 230 212 -18 666 616 -51 230 189 -41 666 596 -70 230 173 -5b7 666 661 -05 230 227 -03
Boys (0-14) 668 650 -18 232 215 -18 668 618 -50 232 191 -42 668 598 -70 232 174 -58 668 663 -05 232 230 -03
Women (15-59) 631 610 -21 216 199 17 631 591 -39 216 185 -31 631 573 -8 216 169 -47 631 626 05 216 214 -02
Men (15-59) 636 619 -17 222 206 -16 636 601 -35 222 192 -30 636 585 -1 222 177 -45 636 633 03 222 220 -02
Elderly women (60+) 647 593 -55 224 179 45 647 614 -33 224 193 -31 647 562 -86 224 151 -73 647 643 05 224 220 -04
Elderly men (60+) 682 629 -53 238 196 42 682 645 -37 238 205 -33 682 593 90 238 166 -73 682 675 08 238 234 -04
Living in hh with children 659 638 -21 229 210 19 659 615 44 229 192 -36 659 595 64 229 175 54 659 655 05 229 226 -02
Living in hh with kids 7-14 668 647 -21 233 215 -18 668 621 48 233 194 -40 668 600 68 233 176 -57 668 664 05 233 231 -02
Living in hh with elderly 718 679 -40 258 223 -35 718 681 -38 258 221 -37 718 642 -76 258 188 -70 718 715 04 258 256 -02
Living in hh with kids +
elderly 726 687 -39 262 227 -35 726 687 -38 262 223 -38 726 650 -76 262 191 -71 726 722 03 262 259 -02
Living in hh with
3 generations 727 688 -39 262 227 -35 727 688 -39 262 224 -38 727 651 -76 262 191 -71 727 723 04 262 260 -02
Living in hh w/o able
member 435 375 -60 123 83 -41 435 388 -47 123 92 -31 435 324 -112 123 56 67 435 360 -75 123 89 -34
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Table AS5.

Tanzania: Overview on the results of the micro-simulation, food poverty line

Old-age and disability pension

Universal child benefit (7-14)

Combined old-age and child benefit

Targeted cash transfer

Poverty rate Poverty gap Poverty rate Poverty gap Poverty rate Poverty gap Poverty rate Poverty gap
(headcount) (% of poverty line) (headcount) (% of poverty line) (headcount) (% of poverty line) (headcount) (% of poverty line)
Before  After Change Before After Change Before After Change Before After Change Before  After Change Before  After Change Before After Change Before After Change

Total population 222 204 -19 60 50 -10 222 156 67 60 30 -30 222 144 -79 60 20 -40 222 208 -14 60 51 -09
Girls (0-14) 246 229 17 66 57 -09 246 168 -79 66 30 -36 246 157 -89 66 22 -44 246 228 -18 66 56 -10
Boys (0-14) 247 230 17 67 58 -09 247 168 -79 67 31 -36 247 158 -89 67 21 -46 247 232 -14 67 58 -09
Women (15-59) 201 186 -15 54 46 -08 201 143 -59 54 29 -25 21 131 -70 54 21 -33 201 188 -13 54 45 -08
Men (15-59) 205 192 13 54 48 -07 205 150 -54 54 31 -23 205 143 -62 54 24 -30 205 196 -09 54 48 -06
Elderly women (60+) 215 139 77 56 13 -43 215 145 -1 56 26 -30 215 93 -122 56 17 -73 215 190 -25 56 38 -17
Elderly men (60+) 209 135 -75 62 22 -40 209 150 -59 62 34 -28 209 104 -105 62 -06 -68 209 172 -38 62 37 -25
Living in hh with children 238 219 19 64 54 64 238 164 -73 64 31 -33 238 1563 -85 64 21 -43 238 223 -14 64 55 -09
Living in hh with kids 7-14 2716 263 -23 75 63 75 276 185 -91 75 34 40 276 174 105 75 22 52 276 260 -16 75 64 -10
Living in hh with elderly 30.7 233 -713 87 48 87 307 212 95 87 43 45 307 164 142 87 03 -84 307 284 -22 87 74 -3
Living in hh with
kids+elderly 340 2.2 -78 97 56 97 340 232 -108 97 46 51 340 184 -156 97 05 -92 340 318 -22 97 85 -12
Living in hh with
3 generations 3%1 272 -719 100 58 100 351 240 -110 100 48 -52 351 191 -160 100 06 -94 351 330 -20 100 88 -12
Living in hh w/o able
member 196 171 25 57 43 14 196 143 -53 57 29 -28 196 126 -70 57 15 -41 196 M2 -84 57 04 -53

6V
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Table A6. Tanzania: Overview on the results of the micro-simulation, basic needs poverty line
Old-age and disability pension Universal child benefit (7-14) Combined old-age and child benefit Targeted cash transfer
Poverty rate Poverty gap Poverty rate Poverty gap Poverty rate Poverty gap Poverty rate Poverty gap
(headcount) (% of poverty line) (headcount) (% of PL) (headcount) (% of poverty line) (headcount) (% of poverty line)
Before  After Change Before After Change Before After Change Before After Change Before After Change Before After Change Before After Change Before After Change

Total population 408 386 -22 128 114 -14 408 342 -66 128 89 -39 408 319 88 128 75 -53 408 384 -23 128 114 -14
Girls (0-14) 443 425 -18 140 128 -12 443 362 -81 140 93 -47 443 342 -101 140 82 -58 443 416 -27 140 124 -7
Boys (0-14) 41 422 19 142 130 -12 441 363 -7.7 142 95 -47 441 345 96 142 83 -59 441 417 -23 142 127 -14
Women (15-59) 378 362 -16 117 106 -11 378 321 b7 117 84 -33 378 305 -73 M7 73 -44 378 360 17 17 106 -1.2
Men (15-59) 381 367 -14 117 108 -09 381 329 -H2 M7 87 -30 381 314 67 M7 79 -39 381 366 -15 117 108 -09
Elderly women (60+) 420 286 -134 128 49 -78 420 349 -71 128 86 -42 420 226 -194 128 07 -121 420 330 -90 128 78 -50
Elderly men (60+) 384 280 -104 125 62 -64 384 334 50 125 90 -35 384 231 -1564 125 27 99 384 333 -51 125 90 -35
Living in hh with children 432 410 -22 137 123 -14 432 359 -72 137 94 -43 432 337 94 137 80 -56 432 409 -23 137 123 -14
Living in hh with kids 7-14 478 456 -21 155 140 -15 478 391 -86 155 104 -51 478 368 -109 155 89 -6.6 478 454 -23 155 140 -15
Living in hh with elderly 512 424 -87 175 119 -55 512 437 -75 175 122 -53 512 348 -163 175 67 -108 512 474 -38 175 152 -23

Living in hh with kids+elderly 56.0 472 -88 193 137 -56 560 475 -85 193 133 -60 560 385 -174 193 77 -116 560 524 -36 193 172 -21
Living in hh with 3 generations 562 486 -76 197 145 52 562 483 -79 197 138 -59 562 399 -163 197 86 -111 562 542 -20 197 182 -15
Living in hh w/o able member 368 319 -49 118 93 -25 368 312 -H6 118 79 -39 368 272 -96 118 54 -64 368 233 -135 118 35 -83




51

Cash benefits in low-income countries: Simulating the effects on poverty reduction for Senegal and Tanzania



