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	EXECUTIVE SUMMARY 


Making a strong case for increased investment in social protection requires a feasible and realistic financing strategy. The aim of this Project is therefore to develop a financing strategy for a core set of selected social protection programmes in Ethiopia that outlines the projected costs, looks at the feasibility of various financing modalities and provides a pragmatic financing strategy and tools that the government can use to increase the domestic financing of the selected social protection programmes. Both contributory and non-contributory programmes require sustainable financial resources, administrative governance and monitoring tools. The Project therefore contributes to the following results:
· producing a sustainable financing strategy and investment framework for social protection, with short and medium-term options
· producing evidence on how to extend social security to informal economy workers and supporting labour legislation related to social protection 
· building the capacity of MoLSA and Addis Ababa BoLSA to effectively monitor implementation of social protection programmes 
· Support the elaboration of a contingency plan for the GoE/MoLSA response to the COVID19 crisis in the Social Protection System framework.

	1. BACKGROUND AND JUSTIFICATION



1.1 Description of the process for the elaboration of the proposal
This project is jointly implemented by ILO and UNICEF Country offices of Ethiopia in close cooperation with the Delegation of the European Union to Ethiopia. The allocated budget for the Project is Euro 1,851,920.00 shared between ILO (Euro 950,918) and UNICEF (Euro 901,002.00).
The process for elaborating the project’s proposal was initiated in May 2019 with initial discussions among the EU, ILO and UNICEF colleagues in Ethiopia. ILO and UNICEF then had extensive consultations with various government ministries to jointly identify areas of need and support and ensure the ownership of the project and its forthcoming products. A concept note was produced outlining the proposed topics to be covered in the project and was presented to development partners for their input and possible collaboration. A Reference Group of main stakeholders of the project including the main government ministries, employers’ and worker’s organizations, as well as representatives from academia and development partners was formed to consult throughout the different stages of the project.  The project was formally presented to the Reference Group in February 2020 and the comments obtained were used to further refine the project proposal and align it to Ethiopia’s current context.  
Input and support throughout the inception phase of the project have been provided from headquarters colleagues of the EU, ILO and UNICEF through global calls/meetings as well as a global face-to-face meeting held in Brussels in December 2-3, 2019.  
1.2 Problem Analysis
Despite the impressive economic growth and the considerable progress in terms of social development that Ethiopia has experienced in the last decade, the country is still in the transitional stage of establishing a comprehensive integrated and child sensitive social protection system. Although the country aspires to become a lower middle-income country by 2025, the gross national income (GNI) per capita as compared to other lower middle-income countries and sub-Saharan African countries is still very low[footnoteRef:2]. According to the World Bank, the GNI per capita for Ethiopia (measured according to the Alas Method) was USD 790 per year, much lower than the sub-Saharan average of USD 1,517 and lower than the minimum threshold value for being classified as lower middle-income country which is USD 996. In line with the country’s aim to become a middle-income country, the development of an effective, efficient and sustainable social protection system is a major priority to achieve sustainable poverty reduction in multiple dimensions over the coming years. [2:  https://blogs.worldbank.org/opendata/new-country-classifications-income-level-2018-2019] 

Ethiopia has enacted the National Social Protection Policy (NSPP) in November 2014 to serve as a framework to harmonize and standardize the implementation of social protection programs in the country. The NSPP and the National Social Protection Strategy (NSPS) identified five interrelated priority focus areas as strategic directions, which are: (1) promotion of productive safety nets; (2) promotion of employment opportunities and livelihoods; (3) promotion of social insurance; (4) enhancement of equitable access to and use of basic services; and (5) provision of legal protection and support services for those vulnerable to violence and abuse.
Ethiopia’s social protection landscape constitutes numerous actors implementing a large number of diverse interventions including a national scale rural Productive Safety Net Programme (PSNP), a formal social security scheme for civil servants and private employee’s, a Community Based Health Insurance (CBHI) scheme, health and education fee waiver schemes, a school feeding programme, a legal framework with laws and regulations protecting the most vulnerable, abused and exploited populations, and most recently an urban safety nets programme (UPSNP), which is being implemented in major urban centres of the country. A housing program that provides basic housing facility at subsidized or cheap rent prices is also implemented in urban kebeles.  The major challenge with these interventions is that they remain fragmented and are not always efficiently reaching the most vulnerable parts of the society, which should be entitled to these public measures. The main government implementing institutions are MoLSA, Ministry of Agriculture, Ministry of Labour and Social Affairs, Public and Private Employees’ social security agencies, Ministry of Health, Ministry of Education and the Urban Job Creation and Food Security Agency. By law, MoLSA is given the responsibility of coordinating the implementation and monitoring of the NSPP and NSPS but its capacity for this is limited. This requires building the capacity of MoLSA and selected sub-national BoLSAs to effectively coordinate and monitor social protection programmes. 
Despite having the second largest safety net in Africa, the social protection system in Ethiopia is still quite underdeveloped. The percentage of population covered by at least one social protection benefit is 11.6 per cent compared to the African average of 17.8 per cent indicating low coverage.  The flagship social protection programme, the rural Productive Safety Net Programme (PSNP), launched in 2005, supports at present around 8 million clients in 382 chronically food insecure rural districts (woredas) within the eight programme regions of Ethiopia (2015-2020). In 2018/19, the total expenditure for the program was around USD 451 million[footnoteRef:3], where 84 per cent of the expenditure was covered by donors with the government covering only 16 percent of the spending. On the Urban Productive Safety Net (UPSNP) program that commenced implementation in 2016/17 had around 441 thousand beneficiaries in 11 cities of the country in 2018/19. The total expenditure for the program was ETB 1.94 billion the majority of which is funded by loans from the World Bank. There are plans to expand the UPSNP to more than 70 cities in the new phase of the project currently being elaborated. As a response to the COVID19, the GoE has taken the initiative to prepare a USD 100 million sub-component of the current UPSNP to address the loss of jobs and household assets, especially amongst the youth, caused by the slowdown of the economic activity. The idea is to provide a temporary income support for around half million households during three months (ETB 1700 per month/per month) to assure their subsistence. [3:  Average exchange rate for year 2019 used (USD 1= ETB 29.1)] 

There is also insufficient social health protection coverage. Workers in the formal sector are the sole beneficiaries from medical care provisions (about 11 million people in 2018), leaving the rest of the population largely uncovered or covered by community based mechanisms (16% of the population), resulting in over a third of the country’s health spending being borne by households themselves out of their own pocket (Global Health Expenditure Database, 2018). The Community-based Health Insurance (CBHI) is a voluntary health insurance scheme where members pool premium payments into a collective fund and cover basic health care costs at local health centers that would otherwise be covered through out-of-pocket spending.  The CBHI has expanded substantially in recent years, in 2018/19 the program covered 4.9 million households. Since it is a contributory scheme, the contribution of members was ETB 1.46 billion while a budget of ETB 179 million was allocated by the local government to cover the contribution for the 10 percent indigent members in the scheme.
Contributory social insurance services are provided both through public and private social security agencies. The population above pensionable age (55 for women/ 60 for men) receiving old-age benefits in the country is 15.3 per cent, well below Sub-Saharan African average of 22.7 (ILO WSPR 2017-2019). 
Informal workers constitute over 90% of the workforce in Ethiopia. Women take the larger share in informal economic activities. Informal economy workers suffer from decent work deficits including lack of access to contributory and non-contributory social security services. Informal operators are neither covered by social assistance schemes as they are assumed to have jobs/microbusiness nor by the contributory social insurance system due to low contributory capacity and/or regulatory barriers. Informal workers are thus classified as the ‘missing middle’. Extending social insurance mechanisms to informal economy workers with contributory capacity will broaden the tax base and free resources for tax-financed benefits. However, workers need to earn decent wages in order to be able to afford paying social insurance contributions. In Ethiopia, there is no legally set minimum wage except for public servants (the minimum wage for public servants is ETB 1500 Birr (USD 46) per month).Entry level workers in the Ethiopian garment manufacturing (mostly young women) are typically paid a base salary of only USD 26 per month which is three times lower than in countries such as Bangladesh and significantly below the poverty line.  Such a low wage level is below any kind of decent living, having negative implications on workers’ well-being and productivity. Income taxes collected from low wage bills have also a negative effect on public finance from the angle of domestic resource mobilization.  Although the Government of Ethiopia (GoE) has recently issued a new labour law (Proclamation 1156/2019) that provides for the establishment of a wage board to set the national minimum wage, a minimum wage is yet to be set. Supporting the process of setting the minimum wage is necessary as it is a necessary condition to extend social security coverage and contributory revenues in addition to enhancing productivity across the economy. The setting of a minimum wage that covers the basic minimum costs of living along with appropriate social security coverage improves labour productivity. 
The implementation of the NSPS requires plenty of coordination, the design of a sustainable financing strategy, coverage expansion and adequacy of benefits. Adequate social protection financing and coverage, be it in the short or medium term, requires a stable macroeconomic environment. Although Ethiopia has continued to register high rates of economic growth over the past decade, with a real GDP growth rate of 7.7 per cent in 2017/18, Ethiopia’s economy is facing serious macroeconomic imbalances with deep rooted structural bottlenecks in the productive and export sectors, and acute foreign exchange shortages limiting imports and debt servicing. High inflation rates remain a challenge, at 12.6 per cent in April 2019, with  increases in food prices contributed more to inflation than non-food prices. This undermines social protection benefits with cash transfers in the PSNP losing value over time, which will be even more exasperated due to the current economic recession related to COVID-19.  In September 2019 Ethiopia embarked on a three-year Home-Grown Economic Reform Programme to address its macroeconomic imbalances, as well as address structural and sector specific reforms.  These reforms are much needed to create fiscal space for public investments in the social sectors and human capital development. 

In support of this economic reform programme, Ethiopia has received financial assistance in the form of loans and grants from the World Bank and the IMF. In 2019 the World Bank provided budget support of 1.2 billion and another 500 million was provided in 2020 for the implementation of the government’s second growth and transformation plan (GTP II) 2016-2020 and the Homegrown Economic Reform Agenda. This budgetary support is less related to public finance management (PFM) or social protection and is focused on supporting the promotion of public-private partnerships (PPPs), improving efficiency and restoring financial sustainability in the power sector, introducing competition in the logistics sector to reduce costs and improve efficiency, as well as introducing competition and foreign participation in the telecom sector to improve connectivity. It will directly support the government’s program of maximizing finance for development, improving the investment climate and developing the financial sector, and enhancing transparency and accountability. The IMF has also approved financing of SDR 2.1 billion within a three-year arrangement. The Fund-supported programme will build on the Home-Grown Economic Reform agenda and will address the foreign exchange shortage. It plans to address vulnerabilities in the financial sector and increase the sphere for government debt markets to encourage financial sector development. It also aims to reduce debt vulnerabilities, improve private sector access to credit, improve domestic resource mobilization along with strengthening PFM to ensure adequate resources are devoted to pro-poor spending. As part of ensuring adequate resources are allocated to pro-poor spending, the PSNP which is the largest social protection programme in the country, has been selected to monitor the government’s commitment in continued investment towards reducing poverty. Over the course of the IMF’s financing programme, a target is set to enable the addition in the real value of benefits and increase the government’s contribution to the PSNP from 18 percent to 38 percent.
Social protection programmes in Ethiopia are heavily dependent on external financing. As it currently stands, two thirds of the social protection expenditure are secured from development partners (same proportion as the health system). Domestically, the tax-to-GDP ratio remains low at 10.3 per cent in 2017/18 and has been declining from year to year. It declined from 12.4 per cent in 2015/16 to 10.5 per cent in 2016/17 and further to 10.3 per cent in 2017/18. It is also much lower compared to the sub-Saharan average of 15.1 per cent in 2018[footnoteRef:4]. According to an IMF study, sub-Saharan Africa could mobilize up to 5 percent of GDP in additional tax revenue which is more than what it receives each year from international aid[footnoteRef:5]. As Ethiopia approaches and achieves middle-income country status donor support for social protection and other social sectors will decline. Thus, designing strategies for enhanced domestic financing is timely and necessary in terms of strategic development planning.  [4:  https://www.iol.co.za/business-report/international/tax-revenue-to-gdp-ratio-at-151-pct-in-sub-saharan-africa-in-2018-imf-19318715]  [5:  IMF 2018. Regional Economic Outlook: Domestic Revenue Mobilization and Private investment.] 

The recent COVID-19 pandemic is expected to have a huge adverse impact on the Ethiopian economy. The looming public health crisis is morphing into an economic crisis through job losses and declining household income. As the pandemic is unfolding, the export sector of the economy has started to be severely affected. The slowing down of the export sector has serious implication on workers in the sector and the economy as the whole. Moreover, the government is putting in place different restrictive responses to curb the further spread of the disease. The stagnation of economic activities will have impact on the economy both in the short-term and in the medium-term. Further restrictions in the economy is also expected to impact the economy going forward. The poor and vulnerable segment of the population will be hit even harder. The depth of the socio-economic impact is expected to be pronounced for those families that rely on the informal sector. In light of this, there is a need to do a vulnerability analysis and assess the impact of COVID-19 on the lives of the poor and vulnerable population and design a social protection response to combat the negative consequences both in the short-term and medium-term. For the short-term, as mentioned earlier, one of the foreseen measures is the provision of a temporary income support through the Urban PSNP first to 11 cities and later on to 16 other cities.
The COVID-19 pandemic constitutes an unprecedented challenge with significant immediate as well as longer term social and economic implications. This may also impact the delivery of the project activities with a possible need for adjusting the implementation planning in line with changing government needs and priorities. The project will inform the Project Management Unit in writing ahead of any COVID-19 related changes to the project which will consult with the Steering Committee in case adjustments need to be made.


1.3 Stakeholders and Target Groups
The target groups for this intervention are concerned ministries, public and private employees’ social security agencies, Disabled Persons’ Organisations (DPOs), workers’ and employers’ organisations. The project’s target institutions will be informed by a tailored set of technical studies and capacity building measures. In addition, the intervention aims at informing and equipping target institutions on how best to ensure short term and longer-term financing of social protection through improved monitoring and coordination capacity of leading ministry, an analysis of the fiscal space considering the current situation and impacts that COVID-19 will have in the economy and social indicators,   and strengthened key aspects of public finance management in mid-term.
The final beneficiaries are the poorest and vulnerable people who will benefit from a strengthened and financially sustainable social protection system. The Project reinforces the implementation of the right to social protection of vulnerable persons, in particular women, children, persons with disabilities and informal economy workers.
1.4 Project Contribution to National Development Plans, UNDAF/UNSDCF, SDG EU budget support
The Project contributes to following national and international development plans:
· The Home-Grown Economic Reform Agenda: A Pathway to Prosperity – A three-year reform agenda (2019).
· Ethiopia’s Growth and Transformation Plan (GTP  2 & 3 (Macro economy, and Cross-cutting sector plans)
· UNDAF/UNSDCF: LNOB CCA under preparation (Vulnerability, Human Rights) 
· The implementation and monitoring of the SDGs: 1,2,3,5,6,8, in particular SDG targets, 1.3 (nationally appropriate social protection system and measures for all including floors), , 8.8 (8 Protect labour rights and promote safe and secure working environments for all workers, including migrant workers, in particular women migrants, and those in precarious employment) and 10.4 (Adopt policies, especially fiscal, wage and social protection policies, and progressively achieve greater equality).
· ILO Programme & Budget (P&B 2020-21): Outcome 8: Comprehensive and sustainable social protection for all; Output 8.2. Increased capacity of the member States to improve the governance and sustainability of social protection systems; Outcome 6: Gender equality and equal opportunities and treatment for all in the world of work. The Project will also be guided by the Recommendation on Social Protection Floors, 2012 (No. 202), the Minimum Standards (Social Security) Convention, 1952 (No. 102) and the Recommendation on Transition from the Informal to the Formal Economy, 2015 (No. 204).
· Decent Work Country Programme (DWCP) of ILO-Ethiopia: ETH154: “National plans and strategies in place to extend social protection and basic social protection package.
· Goal 5 of UNICEF’s Strategic Plan 2018-2021 and UNICEF’s Strategic Framework on Social Protection 2012. The goal 5 of UNICEF’s Strategic Plan 2018-2021 calls for every child to have the right to fulfil his or her potential by unlocking barriers that stop children from achieving it.
· contributes in advancing at the country-office level the implementation of UNICEF’s Social Protection Strategic Framework 2019 
· Scope for collaboration with EU’s budget support for health will be explored (including assessing new opportunities to link social protection with EU’s budget support) to ensure complementarity and collaborative achievement of results.
	2. PROJECT STRATEGY 


2.1 Introduction 
The Government of Ethiopia has put in place a 10-year national development plan (2020/21-2029/30). The Ministry of Labour and Social Affairs (MoLSA) has designed its strategic plan (for 10 years) based on the national development plan with a strong focus on improving the social protection system in Ethiopia. Key areas of the sector’s plan include improving the existing social protection policy/programmes and directives; ensuring access to social protection for the most vulnerable social groups (women, children, persons with disabilities, and the elderly); establishing a strong monitoring system; and ensuring appropriate coordination.
Based on MoLSA’s 10-year plan and rounds of consultation with core social protection actors in the country, the PFM4SP Project has proposed activities that contribute to strengthen the synergy between social protection and public finance management (PFM) in Ethiopia. The Project has also presented its proposed interventions to the Reference Group that has been established to ensure that government and main social protection actors are kept informed about the Project and their buy-in is secured.
Given the lack of sector-wide linkages and synergies (demonstrated for instance by the overlap between Disaster Risk Management (DRM), climate change adaptation and social protection)[footnoteRef:6], it is important to ensure the PFM4SP project draws on the strategies and investments being made in other sectors (including DRM) to ensure linkages and synergies with other sectors.  It has also been common practice that “system-wide resourcing has traditionally been skewed towards emergency assistance”[footnoteRef:7]. There is therefore a need to move away from that to a more comprehensive support that builds resilience and strengthen prevention and preparedness. An integrated approach to social protection would provide predictable and regular support to poor households which would contribute to improved resilience building.  [6:  Ministry of Agriculture, Disaster Risk Management and Food Security Sector.  Disaster Risk Management Strategic Programme and Investment Framework. p.2]  [7:  ibid] 

There are various initiatives underway in Ethiopia to address emergences, natural disasters, forced displacement and protracted fragility and crises. Through the ‘partnership for improving prospects for forcibly displaced persons and host communities’ (PROSPECTS), IFC, ILO, UNICEF, UNHCR, and World Bank are collaboratively supporting government-led efforts to strengthen systems and develop and implement policies that promote inclusion and socio-economic development of internally displaced persons (IDPs) and host communities. WFP is also currently scoping options for building more adaptive social protection mechanisms. The government supported by several international donors funds the Productive Safety Net Programme (PSNP) which has an in-built contingency financing mechanism for both idiosyncratic and covariate shocks. Rather than duplicating efforts, this project will aim to complement and foster synergies with these initiatives to strengthen the broader social protection system. The PFM4SP project therefore has not selected traditional shock-responsive activities in the humanitarian-development-peace nexus that includes targeting refugees, drought, and IDPs given the extensive support by development partners to the government that already exists in this front. However, the PFM4SP project includes shock-responsive analysis and activities for implementation, for the short and medium-term, relating to the COVID-19 emergency and its related response. 
Ethiopia has a very limited social protection system in place. Outside of RPSNP, there is considerable work to be done to build the basic foundations of a social protection system with clear financing mechanism, appropriate governance structures, and capacity levels. This project will be focusing on these initial building blocks, which will need to be developed before more complex issues of gender and disability are addressed. UNICEF is advocating for and supporting greater gender sensitivity for RPSNP, and synergies could be leveraged, but the focus of the PF4SP project will remain on building and expanding the foundations of a social protection system.
The PFM4SP Project aims to support the country’s short term and long-term plan to improve the social protection system. Activities include conducting rapid analytical studies to inform policy makers on vulnerability of households affected by COVID-19, understanding the public finance landscape and provide financing options in short and medium term, and enhancing coordination and monitoring capacity of  MOLSA to undertake its role on social protection. When situation improves in country and if feasible, this will be matched with  facilitating stakeholders’ dialogue, and supporting the monitoring of social protection programmes for non-contributory and contributory social protection schemes. The project will contribute towards helping to put in place a short-term financing strategy and medium-term viable financing strategy for social protection, assessing the means to extend social security to informal economy workers, supporting labour legislation related to social protection as well as supporting MoLSA to better monitor and coordinate social protection programmes. Policy makers, parliamentarians, relevant government ministries, social security institutions, employers’ and workers’ organisations as well as civil society groups will benefit from the project interventions and contribute to its success. 

2.2 	Narrative Theory of Change: from Intervention to Results 
Interventions of the project are based on identified needs by major actors in the social protection system in Ethiopia. Accordingly, the main interventions of the project, among others, include: conducting analytical studies with concrete short-term and medium-term actions and related policy advocacy; national dialogues on issues like minimum wage; institutionalizing social protection coordination mechanisms; as well as institutionalizing monitoring tools such as the Social Protection Inquiry (SSI) and/or other monitoring mechanisms within MoLSA to enhance its role in social protection coordination.
The above interventions are expected to lead to the following results, in the form of the project’s outputs: 
1. [bookmark: _Hlk36196233]Creation of a short-term and medium-term financing strategy for Social Protection in Ethiopia
2. Feasibility assessment for extending social security to informal economy workers
3. The establishment and functionality of a wage board that proposes a minimum wage to the government
4. Strengthening the capacity of MoLSA and Addis Ababa BoLSA to effectively monitor social protection systems.
These outputs are in turn expected to improve financing of social protection at the outcome level. This is to be done in the context of the evolving COVID-19 pandemic which includes having a vulnerability analysis and looking at the short-term and long-term impact of the pandemic on the poor and vulnerable. Finally, the expected impact would be increased social protection coverage with progress being made towards achieving universal social protection. 
Annex A provides a visual presentation of the Theory of Change and outlines the main actors that are to play a key role for each output. To achieve the expected results, partners’ commitment and collaboration with the PFM4SP project including partnership with development partners, and synergy with similar programmes/projects is necessary. This includes collaboration with the EU-funded “Building the Gap (BtG)” Project and ILO’s projects under implementation such as the PROSPECTS Project funded by the Netherlands that has a component on inclusion of refugees in social protection as well as the project on advancing decent work in the Ethiopian garment industry on minimum wage facilitation. 
The project that is being proposed for Ethiopia is in line with EU’s global programme and links directly to the following global specific objectives: 
· specific objective 1 to improve partner countries’ design and financing of social protection systems in support of their efforts towards SDGs 1 and 10.
· specific objective 2 to support governments in implementing and monitoring effective gender-sensitive and disability-inclusive social protection systems and programmes for all while ensuring financial sustainability and macroeconomic stability.
Items 1, 2 and 3 mentioned further above are linked to specific objective 1 of EU’s global programme as they aim to inform stakeholders and influence government’s actions on improved designs and financing of social protection through analytical studies and policy advocacy. The key analytical studies that will be conducted for this are an investment case for social protection and a fiscal space analysis that will inform the financing strategy. Details on these studies are provided below in the section that describes the project’s outputs and activities. The feasibility assessment of extending social protection to the informal economy and the project’s role in the minimum wage legislation will also contribute to specific objective 1 of EU’s global programme as they attempt to positively impact on expansion of social protection coverage and improved social protection floors.    
Specific objective 2 of EU’s global programme is related to item 4 above which aims to strengthen MoLSA’s and selected BoLSAs’ capacity to design, implement and monitor social protection programmes that are inclusive. Monitoring tools such as the Social Security Inquiry (SSI) can also help track disability inclusion and gender sensitivity. 
2.3 	Expected results
The PFM4SP project for Ethiopia contributes to an improved social protection system through a sustainable financing strategy and improved PFM by achieving the following results framework.
2.3.1 Impact
While the anticipated impact of the global project is increased social protection coverage, measurable results from the Ethiopia project is anticipated from working on some components of the social protection system such as financing (short-term and medium-term), improved coordination and monitoring within leading institutions on social protection. The project would measure this result based on the selected social protection programmes that will be the focus of this project. These social protection programmes will be selected jointly by ILO, UNICEF and EU in consultation with government and key stakeholders such as development partners, and the process of selecting the specific social protection programmes is elaborated further below. 
2.3.2 End-of-Project Outcomes 
By the end of the PFM4SP Project in Ethiopia, it is expected that the outcome to “improve the social protection system in Ethiopia through a sustainable financing strategy with short and medium term options” is achieved by the operationalization of the three following outputs and key activities described in the next section. The indicator that measures the achievement of the planned outcome is increased “social protection allocation/expenditure as a percentage to the total public expenditure”. This outcome is planned to be achieved under the assumption that economic and social policies are geared towards inclusive growth and poverty reduction through the expansion of social protection coverage and taking into consideration impacts of shocks on the vulnerability of people 
2.3.3 Outputs and activities
The PFM4SP Ethiopia project plans to achieve the following outputs by implementing a number of key activities as explained below. Outputs were selected with a view to ensuring relevance to the current social protection agenda in Ethiopia. Although the project cannot address all social protection issues, the outputs of the project are expected to play a catalytic role in moving forward the agenda on domestic financing and agreed priorities of social protection. This project could also influence future EU budget support for social protection in Ethiopia and maintain the momentum for improved social protection.  
Proposed outputs and activities for the PFM4SP project are presented below along with explanations on the bottlenecks to be addressed. 
[bookmark: _Hlk36194770]Output 1: Financing strategy for Social Protection in Ethiopia with short and medium-term options
As set in development targets of the Government of Ethiopia (GoE), public investment in social protection needs to increase to ensure coverage extension, the adequacy of benefits and the sustainability of social protection programmes. However, current levels of financing are inadequate even for programmes such as the Productive Safety Net Programme (PSNP), which is Ethiopia’s flagship social protection programme and is heavily dependent on donor financing. As the country progresses towards achieving middle-income status, donor support is expected to decline. Although the government has committed to increase the proportion of its contributions towards the PSNP to 38% of the total budget, there is still concern on the degree to which domestic financing can increase to adequately finance social protection programmes along the lifecycle. The inadequacy of public finance is therefore a major challenge for the design and implementation of social assistance programmes that can help the poor and most vulnerable. Hence, developing a financing strategy to mobilize domestic resources for sustainable financing of social protection programmes is imperative.
Ethiopia has a fast-growing economy that needs to be accompanied by appropriate mechanisms to mobilize domestic resources for social policies to make growth benefit people in a more equitable fashion and hence boost domestic consumption. It is vital that economic growth is channelled to protect the poor and invest in Ethiopia’s human capital development for generating more economic development. In light of this, increased investment in social protection accompanied by a feasible financing strategy is timely and necessary. The aim of this output is therefore to develop a financing strategy for a core set of selected social protection programmes. The selection of specific social protection programmes that this output will focus on will be undertaken during the implementation phase of the project as it will require extensive consultation with government and identification of a government champion for the selected programme(s). Effort will also be made to identify opportunities for coordination with other projects and development partners that can further support this work (especially beyond the lifetime of this project), as well as the possibility of linkages with EU’s budget support to Ethiopia such as the health sector budget support by the EU which among others aimed at strengthening health insurance, address inequality, allocation and spending in the health sector. For the social protection programmes that will be selected, a costing analysis will be undertaken to estimate the future costs of the programme as well as a fiscal space analysis with an attempt to identify specific sources of revenues that can finance the programme. In addition, an investment case will be produced to convince the Ministry of Finance to invest in these programmes by demonstrating the potential positive returns to investment.
This output will build on existing work that has been produced to date, namely the Public Expenditure Review (PER) produced for Ethiopia by the World Bank in 2016 and the 2018 OECD study on “Financing Social Protection in Ethiopia”.  The World Bank’s PER is limited to tracking expenditures for selected social protection programmes but the data is already outdated with information that requires updating using the latest budget and expenditure data. On the other hand, the OECD report looks at numerous social protection programmes and while historical costs are outlined by programme, the projection of future costs lumps all the social protection programmes together as an aggregate and builds future scenarios for total social protection expenditure as a per cent of GDP, dependant on variations of GDP turn out. Hence, future projected costs of specific social protection programmes are not costed and are unknown. In addition, the OECD report does not articulate the specific sources of revenue from which future financing is to be generated, nor does it present an investment case on the possible returns of investments to social protection programmes. These are the gaps that are proposed to be met by this output, in that forward-looking costs will be projected for selected social protection programmes with an assessment of specific sources of financing for that specific programme. There will also be an accompanying investment case that will outline the potential positive returns to investment for the specific programme. The activities proposed in this PFM4SP project contribute towards implementing the recommendations of both the World Bank PER and the OECD study. While the project will work towards facilitating implementation of the World Bank PER and OECD study recommendations starting in 2020, the analytical studies outlined under output 1 of this project will simultaneously be launched in 2020 (and cannot wait until 2021 to start) or else these studies will start too late and the results will not be available in time to do any policy advocacy during the life time of this EU project.  
Furthermore, the elements of the financing strategy will look into possible sources of funding (public/private), possible mechanism to channel funds, possible programs to cover and possible expansion mechanisms in times of shocks (such as the case of COVID), beyond contingency fund of PSNP.  Hence, this output will include activities that will assess the effects and the impact of COVID. 
The activities envisaged under this output are:
1. Building an evidence base for financing non-contributory social protection programmes: as outlined above, these will include an investment case study, a costing analysis and a fiscal space analysis. An initial vulnerability analysis will be conducted to assess which segment of the population is severely affected by COVID-19. Depending on the results of the vulnerability analysis, short-term and medium-term social protection interventions will be proposed to the government. In addition to such a focused analysis on the impact of COVID-19, analyses will be done to produce convincing evidence on the multi-faceted returns to social protection investment, the affordability of the costs and the sources of financing for selected social protection programmes. The main target audience for the evidence generated would be MoLSA as overseer and a proponent of social protection programmes in Ethiopia, the NPC as approver of development and sector plans (and the key influencer on the prioritization of social protection in Ethiopia’s development plan), MoF as financer of development and sector plans, and other sector ministries where applicable as implementers or co-implementers of the social protection programme(s). The results from the analyses will be used for policy advocacy (which is presented as activity 4 of this output) to help persuade the NPC and MoF to prioritize social protection and finance it better.
2. Technical/Expertise contribution to actuarial valuation  (contributory) : Providing technical advice and expertise to the government on actuarial valuation to ensure the long-term sustainability of contributory social protection programmes such as the national pension funds and social security schemes of PSSSA and POESSA. 
3. A consolidated short term and medium term financing strategy: The financing strategy is expected to contain a mix between contributory and non-contributory social protection programmes. The financing strategy will be drawing on the evidence generated in activity 1 of this output but will go beyond that to assess the political economy of the institutional landscape and carry out consultations with government to come up with a feasible roadmap for implementation of the proposed programmes along with a sequenced financing plan. The financing strategy will be useful for MoLSA and implementers of the social protection programmes as it will inform their sector plans and the budget proposals they will submit to the MoF. One the other hand, the financing strategy will also inform the MoF with regards to the possible sources of financing of these social protection programmes both for the short-term and medium-term.
4. Awareness raising, workshops, and policy advocacy related to financing social protection - as the project will start off with more hands-on activities, this component of the work is planned for the second and third years of the project and will focus on raising awareness on the importance of social protection financing and related policy advocacy which could include:
· Trainings on the PFM aspects of social protection and the financing of social protection in Ethiopia are planned to be conducted for staff of MoLSA, NPC, MoF and sector ministries implementing social protection. 
· Smaller working group discussions will be undertaken to raise awareness and promote the findings and policy recommendations of the analytical studies outlined in activity 1 of this output among stakeholders including government, development partners, civil society, and academia. As required, further policy advocacy can be carried out through one-to-one consultations with MoLSA, NPC and MoF to enable the prioritization and financing of social protection programmes.
· If deemed relevant after exploring the opportunities for learning, knowledge exchange visits to other partner countries in the PFM-SP project (for example Uganda) will be considered for MoF, MoLSA, MoA, MoH, Parliament, PSSA and POESSA. If carried out, this would be planned in the second-half of the project to promote better understanding of successful public funded social protection programmes, the benefits and affordability, as carried out by other countries with similar economic standing as Ethiopia. 
· In partnership with MoLSA a high-level national conference on financing social protection in Ethiopia will also be organized for policy makers and other stakeholders including government, development partners, civil society, academia and the public in the second or third year of the project. The aim would be to formally present the findings of the analytical studies and the financing strategy (including the considerations learnt from assessing the impacts of COVID) as well as to host presentations on other country examples that can demonstrate public funded social protection programmes that Ethiopia can emulate. The purpose would also be to officially validate and secure commitment for the financing strategy outlined for Ethiopia under this project. Ultimately the purpose of these activities related to awareness raising and policy advocacy is to influence the government’s commitment to increasing social protection coverage through sustainable domestic financing.
This output’s indicators are a jointly produced social protection financing strategy through active engagement with government stakeholders and the delivery of the national conference on financing social protection Ethiopia. The delivery and success of this output depends on the assumption that sufficient data is available to deliver relevant studies and recommendations, and the government and other key stakeholders are able and willing to support the process and take up the policy recommendations.
Output 2: Extending social security to informal economy workers and supporting wage legislation related to social protection 
[bookmark: _Hlk36195925][bookmark: _Hlk36196414]Over 90 percent of the Ethiopian workforce is in the informal sector, the majority of which are women. This also includes persons with disabilities. Informal workers are neither covered by social assistance schemes nor by the contributory social insurance system. In the event of a health threat like the currently encountered global COVID19-related challenges, informal workers could be among the most vulnerable. In the short run, this Project could contribute to a quick assessment of the socio-economic impact of the pandemic with respect to the Ethiopian informal sector and avail policy/programme options along with viable financing strategies.  Following the quick assessment of COVID-19 on the informal economy, the Project seeks to conduct a preliminary technical assessment on the extension of social protection to informal economy workers. The technical study could highlight the challenges as well as propose policy options and programmes that MoLSA and the two social security agencies could work on.  Creating a policy framework and/or a system for bringing in the informal economy to contribute formally towards social security services and the Community Based Health Insurance (CBHI) also reduces the social assistance load and possibly increases public finances through taxation and the fiscal space for social security. Social protection schemes linked to employment-based contributions are linked to formalization of the informal economy. 
While the lack of social protection mechanism represents an indicator of informality, the absence of a minimum wage is also a key characteristic of informal labour markets. The absence of a minimum wage legislation and a very low level of payment to workers in private enterprises adversely affects ability to pay social security contributions and negatively impacts productivity in the Ethiopian private sector.  For instance, an estimation of the wage level in the garment industry reveals that with 26 USD per month, labour cost is three times lower than in countries such as Bangladesh and more than twice lower than the international poverty line of USD 1.90/person/day. The working poor suffer from insufficient wages below the mark for decent work, having negative implications on workers’ social security and productivity. Low wage bills also negatively affect public finance as they are usually below the income tax threshold.   Although the Government of Ethiopia (GoE) has issued a new labour law (Proclamation 1156/2019) that provides for the establishment of  a wage board to set the national minimum wage, this has not yet materialised.. Through this output, the PFM4SP project will support the process of setting the minimum wage which is expected to formalize low income workers, expand social security coverage and contributory revenues, as well as increase labour productivity across the economy. The setting of a minimum wage that covers basic minimum costs of living with appropriate social security coverage improves labour relations, decreases turn-over and increases productivity. It also sets up a wage reference, having a positive bargaining effect on remaining workers in the informal economy. Hence, the activities envisaged under this output are:
1. [bookmark: _Hlk36196189]Technical assessment to extend social security to informal sector workers including COVID-19 social protection responses. 
2. Awareness raising through media and/or workshops (Federal/Regional) for  consensus building on the extension of social security to informal economy workers including COVID-19 social protection responsive programmes
3. Tripartite-plus consultation among government, workers’ and employers’ representatives including government agencies and associations representing informal workers, women and persons with disabilities on minimum wage and related social protection schemes.
The indicators for this output are the design of a national policy, programmes or action plans for extending social security to informal economy workers; and the issuance of a legal framework (proclamation) on minimum wage.  MoLSA, POESSA and PSSA benefit from the analytical study on extending social protection for the informal sector as it provides them with relevant information for policy decision and programme design based  on the number of potential clients, contributory capacity and administrative arrangement. The Project interventions in facilitating the minimum wage legislation contribute to the already initiated minimum wage discussions among the 3 tripartite partners of the ILO, i.e. MoLSA, EEC, and CETU. A policy decision on minimum wage because of the tripartite-plus discourse supported by the project will be a contribution on decent work promotion to the Ethiopian private sector workforce, which translates with improved social security benefits to workers on the lower income bracket. The realization of this output highly depends on PSSA/POESSA’s commitment to the inclusion of the informal sector, the functionality of the wage board and the commitment of the government and social partners to engage in the minimum wage dialogue. 
[bookmark: _Hlk36196472]Output 3:	Building the capacity of MoLSA and Addis Ababa BoLSA to effectively monitor implementation of social protection programmes 
Ministry of Labour and Social Affairs (MoLSA) has the mandate to implement the National Social Protection Policy and Strategy. However, the different social protection programmes in the country are dispersed among different ministries without any coordination mechanism in place for MoLSA to oversee and monitor these programmes. As it stands, MoLSA’s capacity to deliver on its social protection mandate is very limited. This area of the project contributes to capacitating MoLSA and Addis Ababa BoLSA so that they are better able to design and implement inclusive social protection programmes through adequate financial resources and capacitated staff. Capacity building initiatives are expected to enhance MoLSA’s ability to better coordinate and monitor social protection programmes that are currently implemented by other sectors and ministries. 

There is complementarity between this project and UNICEF’s ongoing SIDA-funded work with MoLSA to build institutional capacity and strengthen the impact of the current social protection system through the introduction of cash plus approaches and linkages to auxiliary basic services within the Rural Productive Safety Net Programme (RPSNP). This work builds on the achievements of the Irish Aid funded pilots at the subnational level. UNICEF is also providing technical support for the Urban PSNP, building MoLSA and Addis Ababa BoLSA’s capacity to deliver essential services for vulnerable populations living on the street. UNICEF is also engaging the World Bank to support the design and roll-out of the new phase of UPSNP that is focusing more on youth livelihoods and the productive aspects of the social protection system.  
The ‘EU Social Protection Systems Programme (EU-SPS)’, co-financed by OECD and the Finish Government, aims to support countries to build sustainable and inclusive social protection systems. The focus in Ethiopia has been on supporting MoLSA and BoLSAs with social workforce capacity development in cooperation with UNICEF. This is an area UNICEF is continuing to work on and will be important for ensuring a strong social protection system is in place from the federal to kebele level. Therefore, this project will build-on the social workforce strengthening actions that has already been rolled-out through EU-SPS.
The activities under this output are:
1. [bookmark: _Hlk36194743]Support MoLSA and Addis Ababa BoLSA develop monitoring tools and processes to better implement and track social protection programming. With the COVID-19 situation in Ethiopia, social protection programmes are being used as platforms to respond to the crisis. This require rapid planning, shifting implementation modalities, monitoring and the ability asses and use data effectively. MoLSA and Addis Ababa BoLSA are facing these new challenges and require support to effectively respond to COVID-19, and adopt these best practices over the longer-term. 
2. Increasing the capacity of MoLSA to facilitate the establishment of effective coordination mechanisms for social protection policy and strategy: this includes supporting MoLSA in establishing a functional Social Protection Council to coordinate across sectors and to be chaired by the Prime Minister’s office, or to establish an alternate platform to facilitate its coordination.be  Currently, public finance is channelled from MoF to sector ministries and expenditure reports are reported back from sectors to MoF, without the involvement of MoLSA. Hence, MoLSA is out of the loop and does not have the means to receive financial reporting or coverage of social protection programmes, even though it is mandated to oversee the National Social Protection Strategy that includes all sector ministries implementing social protection programmes. The aim of this activity would be to enhance MoLSA’s convening power and strategic influence across sectors for cross-sector collaboration, and systematic reporting and monitoring. Without putting this in place, MoLSA will not be able to monitor or influence social protection policy or strategy.  This complements outputs 1 and 2 in that better capacity and coordination improves the efficiency and effectiveness of public finances that are invested in social protection programmes. 

3. Developing an inventory of social protection programmes and a virtual knowledge management platform for social protection: the purpose is for MoLSA to own routinely updated and consolidated data on social protection programmes that are implemented by various sector ministries including data on coverage, budget and expenditure by programme. This will improve coordination on social protection as better data on coverage, budget and expenditure will help to assess the performance of programmes against targets set in the sector strategy; it will improve the government’s information with regards to which social protection programmes are not well elaborated or financed; and it will contribute towards the strengthening and use of evidence in policy decision making and financing. The data can also be used for further PFM analysis on social protection across sectors with regular reports on budget execution (tracking the proportion of the budget disbursed to ministries, as well as the proportion of expenditures from actual disbursements). Spending on social protection is made more efficient by timely disbursements. Moreover, information on budget execution is not currently available in MoF’s government accounts nor is it captured in the ongoing Public Expenditure and Financial Accountability (PEFA) assessment, so this will be a value-added to existing reporting on public finance. 
This platform will  make information on social protection more accessible to include: types of programs; populations that are targeted, coverage, budget and expenditure available to the public, and will therefore enhance knowledge management,  as well as transparency and accountability which are key elements of PFM. The type of instrument to be used for making this data and information available is yet to be decided upon, but in its simplest form it can be an online site where this information is regularly uploaded and updated. This platform could  adapt  the Social Security Inquiry (SSI), which measures coverage, benefit adequacy and social protection expenditure. The adapted  tool by MoLSA would also help track, in future, the full and effective participation of women and persons with disabilities in social protection programmes and reshape interventions if the latter are not well captured. The tool will compliment ASPIRE which is the World Bank’s premier compilation of social protection and labour indicators gathered from household surveys. The main objective of ASPIRE is to analyze the distributional and poverty impact of social protection and labour programmes. ASPIRE has performance indicators which are mainly based on national representative household surveys such as surveys on Income and Living Conditions and welfare monitoring surveys. The expenditure indicators use administrative records from primary and secondary sources such as official government and other reports. The value added of the tool proposed by this project is that it will be collecting information directly from different government ministry offices that manage the various social protection programs. The database will then be fully owned and managed by MoLSA. As information on different ongoing social protection programmes is not currently available in a centralized manner, coordination of existing social protection programmes is a major challenge. Through this tool, MoLSA will be capacitated to play its coordination role through a complete social protection database. 

Thus, these t activities will enhance the establishment of a system for MoLSA to coordinate, monitor, develop and collaborate with other sectors that are implementing social protection programmes. The indicator for this output is MoLSA being capacitated to run a functional social protection council or alternate platform, and MoLSA being capacitated to put in place a knowledge management platform for social protection. Delivering on this output depends on the government’s approval of the establishment of the social protection council or alternate social protection platform and timely documentation and reporting of MoLSA. 

2.3.4 Stakeholder Ownership and Sustainability of Results
PFM4SP Ethiopia works with several government institutions that are key to public finance management and the social protection system in Ethiopia. MoLSA will be the most important stakeholder and owner as it has the role of coordinating and implementing the national social protection strategy of Ethiopia based on its 10-year sector plan. The Ministry of Finance (MoF) is an equally important stakeholder as it has a decisive role on national budget and expenditure decisions. Persuading MoF by availing evidence and study results on a viable financing strategy, fiscal space analysis and investment in selected social protection programmes would open space for enhanced budgetary commitment to social protection. Building the social protection programme monitoring capacity of MoLSA with the Social Security Inquiry (SSI) tool and/or other initiatives would better inform the government and other stakeholders about social protection, such as the number and types of social protection programmes, beneficiaries, budget and expenditure. This improves the government’s decision-making on the design, financing and implementation of sustainable social protection programmes and the strengthening of existing programmes. 
Furthermore, to ensure ownership and sustainability of the results, key social protection stakeholders are part of the project’s Reference Group that has been established for consultations, provision of input, to secure buy-in for the project’s activities and enable ownership of the projects’ recommendations for sustainable implementation. The Reference Group members include the Ministry of Labour and Social Affair (MoLSA), Ministry of Finance (MoF), National Planning Commission (NPC), Ministry of Agriculture (MoA), Urban Food Security and Job Creation Agency, Public Servants’ Social Security Agency (PSSSA), Private Organizations' Employees Social Security Agency (POESSA), ILO’s tripartite constituents comprised of government (MoLSA) employers' and workers’ organizations (EEC, EIEC, CETU), Addis Ababa University, the World Bank and other development partners. 
2.3.5 Risk Analysis 
The main risks that the Project expects to encounter are related to the volatile political situation following the recent social unrest. Election is scheduled for August 2020 and numerous political parties are already fulfilling requirements for the electoral process. Given that the outcome of the election and the winning political party’s commitment to financing social protection are unknown at this stage means there is a risk on the degree to which the Project’s recommendations will be taken up for implementation by government. COVID-19 is another critical risk that may negatively affect performance. The project outputs may have to accommodate further changes in activities based on partners’ demand for social protection program responsiveness to COVID-19. 
Another risk for the project emanates from the difficulties to collect relevant information and data, as part of the different technical assessments and studies. The availability of the data will impact the policy recommendations.

	4. INSTITUTIONAL FRAMEWORK AND IMPLEMENTATION ARRANGEMENTS


4.1 Institutional Framework
ILO and UNICEF are the joint executing agencies responsible for the technical and administrative aspects of the project implementation. Even though one agency has the lead role for some activities, all outputs are going to be implemented jointly with both agencies participating and providing inputs.  A Core Group consisting of EU, ILO, and UNICEF representatives from the Country Offices in Ethiopia will be in charge of Project implementation, follow-up and reporting. The Core Group meets once a month and as required to exchange information and decide on issues of project implementation.
A Reference Group (RG) has been established as an advisory body for the Project and to coordinate with inter-governmental agencies as well as employers’ and workers’ organizations at country level. The RG will be updated by the Core Group about once a year to ensure it is kept informed of the project’s progress and implementation. The Reference Group will consist of Government Ministries in charge of social protection and public finance management, social security agencies, employers’ and workers’ representatives, academia, and development agencies relevant to social protection and PFM. The Terms of Reference (ToR) for the Reference Group is to be prepared. Simultaneously, Working Groups will be formed, as required, around the project’s activities to ensure close collaboration with the respective ministries (that will own the studies/activities) and other immediate stakeholders.  
4.2 Implementation Arrangements
UNICEF and ILO will be jointly responsible for delivering the various project outputs and deliverables through applying a results-based management approach. The project will closely work with and involve direct beneficiaries in the delivery of planned outputs and activities. Implementation and/or service agreements will be issued for relevant partners to undertake their own activities with technical support of the project, especially in the delivery of training and other services. 
Capacity development will be undertaken with due consideration given to both institutional and individual needs of beneficiary institutions and partners. Issues of gender responsiveness and disability inclusion will be seriously considered in all capacity building interventions. 
4.3 Inception Period
The Inception Phase of the project covers the period October 2019 to end of March 2020. The following activities have been carried out during the inception period:
· Consultations with key partners and stakeholders through UNICEF and ILO 
· Identification of key intervention areas
· Establishment of a Reference Group 
· Presentation of the project concept at the Inception Phase workshop held in Brussels in December 2019.
· PRODOC preparation	
· Circulation of the PFM4SP project’s concept note among development partners along with a formal presentation about this project to development partners was made with an effort to coordinate with other projects and development partners for collaboration during the implementation of the PFM4SP project.
· Presentation of the planned project proposal to stakeholders through consultation meeting conducted with the Reference Group. 
	5. KNOWLEDGE AND COMMUNICATION



5.1 Include details on knowledge sharing plans
Knowledge sharing is a key strategy to PFM4SP Ethiopia. The range of analytical studies that the project plans to carry out on social protection financing, investment, fiscal space and actuarial analysis contribute to knowledge sharing both for domestic social protection and public finance sectors but as well to the African region and the Global EU Action. In addition to the mentioned studies, the ILO tool on social Security Inquiry (SSI) and/or other monitoring tool(s) that MoLSA would be able to apply for monitoring social protection coverage and expenditure would be a significant knowledge contribution of the project.
Good practice and successful initiatives in policy/programmes and services delivery with respect to SP and PFM will be documented and shared to relevant institutions and the wider public. 
5.2 Communication and visibility
A separate document has been produced for this following EU’s communication and visibility guidelines and attached herewith.

	6. MANAGEMENT ARRANGEMENTS


[bookmark: _Hlk37682099]PFM4SP - Ethiopia will be implemented with the technical support from ILO and UNICEF Social Protection Departments at their Head Quarters. The ILO will also get technical advice from the Decent Work Team’s social protection specialist of Cairo Office while the UNICEF team will be technically supported by social protection specialists and economists working on public finance in Ethiopia. ILO and UNICEF Country offices for Ethiopia will provide administrative support to the PFM4SP teams. The Project team for ILO Ethiopia includes a Social Protection Expert (shared between PFM4SP Projects of Ethiopia and Uganda), a National Programme Coordinator and a Finance and Administration Assistant (FAA) supported by a project driver. Social Protection Expert is responsible for the provision of technical support on SP and PFM issues relevant to the project as well as knowledge and good practice exchange between the two countries (Ethiopia and Uganda) that implement similar projects.  The National Project Coordinator is responsible for planning, implementation and monitoring of project activities including communications with and coordination of core partners on a day-to-day basis while the FAA provides financial and administrative support to the Project staff. 
The project team for UNICEF Ethiopia includes the Chief of Social Policy, a Social Policy Specialist (Public Finance), Social Protection Specialists and an Economist. A program associate in UNICEF will handle the financial and administrative issues of the project. The Social Policy Specialist (Public Finance) will be responsible for the overall operation and evaluation of the project from UNICEF’s side. Moreover, the Chief of Social Policy, Social Policy Specialist (Public Finance), Social Protection Specialists and Economist will be responsible for the provision of technical support on social protection and PFM issues in the project.  
	7. MONITORING & EVALUATION


7.1 Monitoring and Evaluation framework


ILO and UNICEF will jointly monitor the implementation of project activities and proposed output indicators. To this end, technical and financial monitoring tools will be elaborated within the first three months of the implementation phase. To ensure high quality analysis and implementation are undertaken a Core Group will be set up from ILO and UNICEF technical staff. This Core Group will serve as a technical group to vet consultants and conduct quality assurance. The team will meet monthly (or as need be) to review new and ongoing work. The Reference Group that has already been established during the inception phase of the project will meet annually to validate the deliverables of the project. With regards to evaluation, the project will collaborate with the mid-term and end-of-project global evaluation.  The roles and responsibilities of the Core  Group and the Reference Group will be guided by Terms of Reference (ToR)   that will be prepared and agreed upon after the approval of the Project document.. 
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	8. FUNDING




8.1 Budget 

Please refer to the attached Excel file for the budget.


Annex A: Theory of Change visualisation (see PRODOC section 2.2)

[image: ] 

Annex B: Logical Framework (see PRODOC section 2.3)  
The logical framework has been revised and a separate version (a replica) has been attached for reviewers to see changes in track changes.


	   Log Frame:  

	Beneficiaries:  Vulnerable and poor segment of the Ethiopian population



	Project title: Improving synergies between Social Protection and Public Finance Management in Ethiopia

	
	
	

	Results Chain
	Indicators
	Baseline
	Target
	Means of verification
	Assumptions

	Impact (Development Objective)
Increased social protection coverage 
	· Percentage of the population covered by UPSNP, RPSNP or CBHI

	31.4% *
(latest data available for 2018/19)
	35.5%
	World Bank report on PSNP and Ethiopian Health Insurance Agency report on CBHI 
	· The country is economically and politically stable after election in August.
· More recent and updated information is available.

	Outcome:

Improving the social protection system for Ethiopia through a sustainable financing strategy ** 
	· Percentage of social protection expenditure (RPNSP and UPSNP and CBHI) from total public spending 

	4% 
(latest data available is for 2017/18)

	6%

	· MoF’s annual budget and expenditure reports
· MoLSA’s progress reports on social protection
· GTP 3 Reports (Social Protection section)
	Economic and social policies are geared towards inclusive growth and poverty reduction through the expansion of social protection coverage. 

	Output 1: Financing strategy for Social Protection in Ethiopia with short-term and medium-term options
	A short-term and medium-term financing strategy is designed, presented, and advocated for take up by the government.
	No social protection financing strategy 


	A financing strategy is in place for the government to implement.


	- Financing strategy is available

	- Key stakeholders are able and willing to support the process.

	Activities
	
	
	
	
	

	1.1 Building an evidence base for financing non-contributory social protection programmes (such as vulnerability analysis on COVID-19, an investment case for social protection and fiscal space analysis)
	
	
	
	
	

	1.2.  Technical/Expertise contribution to actuarial valuation (contributory)

	
	
	
	
	

	1.3 Financing strategy for social protection for short-term and medium- term options
	
	
	
	
	

	1.4. Awareness raising, workshops, and policy advocacy related to financing social protection
	
	
	
	
	

	Output 2: Extending social security to informal economy workers and supporting wage legislation related to social protection.
	- National policy, programme or plan of action designed for extending social security to informal economy workers. 
- Minimum wage legislation issued 

	0	



0

	1




1
	- MoLSA’s policy/programme document prepared for SP extension to informal economy workers


-Minimum wage proclamation
	-Commitment of MoLSA and POESSA to the inclusion of the informal sector in the national social security system
 -Commitment of the government and social partners to engage in dialogue on minimum wage.
-Establishment and functionality of the Wage Board.


	Activities
	
	
	
	
	

	2.1 Technical assessment to extend social security to informal sector workers including COVID-19 social protection responses 
	
	
	
	
	

	2. 2. Awareness raising through media and/or stakeholders' workshops (Federal/Regional) for  consensus building on the extension of social security to informal economy workers including COVID-19 social protection responsive programmes
	
	
	
	
	

	2.3 Tripartite consultation among government, workers’ and employers’ representatives on minimum wage and related social protection schemes
	
	
	
	
	

	Output 3: Building the capacity of MoLSA to effectively monitor the social protection system.

	- MoLSA  is more effectively coordinating social protection programming through a functional social protection council/platform.

	0 social protection platforms
	1 functional platform 
	- Regular minutes of council/platform meetings
- Public access to social protection information. 
- Monitoring reports from MoLSA/BoLSA (AA)
	- The government approves the establishment of the social protection council.
- Timely documentation (MoLSA provides timely reporting)
- Efficient resourcing (MoLSA receives sufficient budget)

	
	- MoLSA has a functional knowledge management platform and monitoring system for social protection programming.
	0 knowledge management platform
	1 knowledge management platform and established monitoring processes led by MoLSA
	
	

	Activities
	
	
	
	
	

	3.1 Support MoLSA and Addis Ababa BoLSA develop monitoring tools and processes to better implement and track social protection programming.
	
	
	
	
	

	3.2 Increasing the capacity of MoLSA to facilitate the establishment of effective coordination mechanisms for social protection policy and strategy
	
	
	
	
	

	[bookmark: _GoBack]3.3 Developing a knowledge management platform for inclusive social protection (a possible example among others could be the Social Security Inquiry (SSI) which is a monitoring tool for social protection)
	
	
	
	
	


* The total number of individuals under the UPSNP, RPSNP or CBHI divided by total population (population numbers are taken from Ethiopian Centre for statistical Agency’s projections).  
** Outcome level indicators were limited to these due to lack of complete data for other programmes.
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- Financing strategy for social protection
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- Policy advocacy and awareness raising.
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sector workers including COVID-19 social protection
responses

Awareness raising workshops for consensus building on the
extension of social security to informal economy workers

including COVID-19 social protection response programmes.
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social protection schemes

Support MoLSA and Addis Ababa BoLSA develop
monitoring tools and processes to better implement
and track social protection programming

Increasing the capacity of MoLSA to facilitate the
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for social protection policy and strategy
Developing a knowledge management platform for
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