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

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

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

SDG1. 3 commits al/l countries to [irotectipn e ment
systems and measures for all, including fI
For ms Everywher e, United Nations, 2015. S
policies, especially fiscal, wage and social protection policies, and progressively achieve

greater equalityd as part of Goal 10: Red

(United Nations, 201%h

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

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

and all orphansfii) maternity benefits for all women with newborr{si) benefits for all
persons with severe disabilities, and (iv) universalagld pensionsThe levels of this
comparale set of benefits are based on nationdHyined poverty lines, and .presented as

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

Key results

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

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

2.a. Universal cash transfers for childrenOb5 yearsof agecost on average 1.4 per
cent of GDP, with the benefit for each child set at 25 per cent of the poverty line.
A universal beefit for all orphans B15 years, estimated at 100 per cent of the
national poverty line, wuld addonly 0.04 percentage points of GDP to the cost;

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

2.c. A universal benefit for persons with severe disabilitiesosts on average 0.8 per
cent of GDP witha benefit level of 100 per cent of the national poverig;!

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

The cost of the full set ofdmefits for the 57 lovincome and lowemiddle-income countries
ranges from 0.3 per cent of GDP for Mongolia to 9.8 per cent of GDP for Sierra Leone
with an averagecostof 4.2 per cent oGDP. The full implementation of the 227 benefit
programmes destreéd would cover a total of 702 million direct beneficiaries.

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

in this paper uses information from 57 countries and examines the following financing
options: tax, official development assistance, expenditure reallocation, debt management

Universal social protection floors: Costing estimates and affdligein 57 lower income countries XI



ard illicit financial flows. National social dialogue is fundamental to generate political will
to explore all possible fiscal space options in a country, and adopt the optimal policy mix.

The time is ripe. Today, Botswana, Indonesia and Peru are richethh&nited Kingdom

in 1911 or Australia in 1908, whethesecountries seup their social security systems,
including social assistance. India, Philippines, dtmo, Jamaica and Sudan, are wealthier
than Denmark in 1892 when it established universabbpebtection. It is the right time to
implement nationally appropriate social protection systems and measures for all, including
floors, as agreed in SDG 1.3 of the 2030 Agenda for Sustainable Development.

JEL Classification: 13, H6, H53, H55

Keywords: social protection, social security systems, social protection floors, child
allowances, orphan benefits, maternity benefits, disability benefits, social pensions, public
expenditures, developing countries, universal policies, SDGs
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1.

Universal social pr otection floors
to achieve the SDGs

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

The Social Protection Floors Recommendation (No. 202), adopted in 2012, reflects a global

consensus on the extension of soci al secur i

wor kersd organizations from 185 countries
ILO, 201). In adopting Recommendation No. 202, countries committed to build
nationallydefined social protection floors as the fundamental element of their social
protecton systems, aiming at universal protection, for all.

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

systems and measurzs all, including floors, and by 203  Development Goals (SDGs),
achieve substantial coverage of the poor and the vulnerat ~ adopted by all countries in

Indicator 1.3.1: Proportion of population covered by soc 2015, Comm'.ttmgStates .to
protection floors/systems, by sex, distinguishing childr expand social protection
unemployed persons, older persongspes with disabilities, ~ Systems and measures for all,
pregnant women, newborns, weirkury victims and the poor  including floors, by 2030
and the vulnerable (SDG target 1.3}.

More than thirty developing countries have takgrthe commitment and have already made
the vision of a world with universal social protectimmemes a reality, such as Argentina,
the Plurinational State of Bolivia, Botswana, Brazil, Cabo Verde, Chile, China, Kazakhstan,
Kiribati, Kosovo, Kyrgyzstan, Lesotho, Maldives, Mauritius, Mongolia, Namibia,
Seychelles, South Africa, Swaziland, Thailandmdr-Leste, Trinidad and Tobago,
Uruguay, Uzbekistan, and Zanzibar (United Republic of Tanzania). Some of them have
achieved universality through a mix of contributory social insurance andawributory
benefits, and others have achieved universality ubyersal transfers, such as the
Plurinational State of Bolivia, Botswana, Lesotho, Mongolia, Namibia, Swaziland or
Zanzibar (United Republic of Tanzania), showing that there are several ways to achieve
universality (Global Partnership for Universal Sb&teotection, 20163; ILO 20174).

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

While the need for social protection is widely recogdizzhe human right to social security

remains unfulfilled for the | arge majority

global population enjoy access to comprehensive social protection systems, meaning that
they have access to all areas afigbprotection, fronchild benefits to olehge pensions,

! Social protection also contributes to attaining several other goals, includirgpdle on health
(particularly target 3.8), gender equality (particularly target 5.4), decent work and economic growth
(particularly target 8.5) and equality (particularly target 10.4

Universal social protection floors: Costing estimates and affordability in 57 lower income countries 1
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whereas 71 per cent are covered partially or not at all,(2027). Most of the population
adequately covered by comprehensive social protection systems live Hintughe
countries.

In 2015, tle percentage of the global population effectively covered by at least one social
protection benefit (or SDG Indicator 1.3.1.) stands at only 45 per cent, which means that
more than half of the global population are not effectively protected in any aseaiaf
protection. Social protection coverage for children is still insufficient: only one in three
children (35 per cent) are covered, pointing to significant underinvestment in children and
families, mostly in developing countries. Only 41 per cent ahen with newborns receive
maternity cash benefits that provide them with income security during the critical period.
Large coverage gaps exist also for persons with severe disabilities: worldwide, only 28 per
cent receive disability benefits. Effective p@n coverage for older persons stands at 68 per
cent of all persons above retirement age worldwide (ILO, &01Despite significant
progress in the extension of social protection coverage, many are left unprotiegsed;
renewed efforts are needed tolimathe human right to social security and achieve the
SDGs.

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

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

Objective and scope of this paper

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

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

(i) allowancs for all children and orphans;

(i) maternity benefs for all women with newborns;

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

(iv) universal oldage pensions.

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

socid protection programmes around the world; more details on the methodology can be
found in Annex | and Annex Il .
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It must be noted that countries often provide higher benefit levels to have larger impacts on
reducing poverty and inequality. Recommendatitm 202 along with other international
labour standards recommend that, in addition to providing a basic level of social security in
the form of a social protection floor, countries should progressively ensure higher levels of
social protection, with a we to achieving comprehensive and adequate social security
systems.

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

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

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

Chapter 2 explores the cost of universal benefits for children and orphans, Chapter 3
maternity benefits for all women with newborns, followed by Chapter 4 uniygegaions

for persons with severe disabilities and Chapter 5 universalgdgensions. These different
schemes are then combined in Chapter 6, to understand the full cost of universal social
protection floors. The paper concludes by reviewingChapte 7, the differentoptions to
expand fiscal space to make universal social protection floors a reality in all lower
middle- and lowincome countries.

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

The first question considered in this paper is whether universal social protection floors are
affordable in developing countries in all regions of the world, at all income levels. The
following costs were estimated by applying the ILO Social Protection $iGatculator?

(SPF Calculator) to 36 upper middiecome, 34 lower middkncome, and 31 lovincome
countries:

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

(i) allowances for lhorphans at 100 per cent of the national poverty line;

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

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

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

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



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

The average proportion of GDP needed to implement this set of life changing social
protection benefits is shown in Tall.1.

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

Regiorisubregion Cost of Social Protection Fls

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

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

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

in EasernAsia and the Pacific, tbetween 1.7 and 2ger centof GDP inthe Middle East

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

and 2.9er cenbf GDPrespectivelyfor Eastern Europe and Central Asia and-Sabaran
Africa. At an averagef 1.6 of GDP for the sample @D1developingcountries, it may be
concluded that universal social protection floors are generally affordable in developing
countries.

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

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

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

Results show that the time is ripe. Botswana and Indonesia havamarake GDP per

capita to the United Kingdom in 1911, when the government enacted laws and exdablish

social insurance and social assistance programmes far gl@ |, di sability ar
pensions, sickness and maternity, work injng unemployment.

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



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

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

Cambodia, Congo, Honduras and Mozambique are richer in terms of GDP per capita than
Italy in 1919 when it extended social protection throughaolgl e , di sability ar
pensions, maternity benefits, unemployment insurance, and fehiltlygrants. Similarly,

Benin, Cameroon, Liberia and Sierra Leone have higher GDP per capita levels than the
Russian Federation in 1922, when it created its social security system with univeesgd,old
survivorso6 and di s a b inkfiistsickngsehbersefitsoand matemity r k i
benefits, as well as unemployment support.

Al so Ghana, Hondur as, the Lao Peopl eds Den
wealthier in terms of per capita GDP than Portugal in 1935, when it establishegkaldd
survivorsé pensions, wor k i njury benefits
Similarly, Egypt, Guatemala and Lebanon have higher GDP per capita levels than Norway

in 1936, when it established universal-aldy e , di sabilitynsawok sur v
injury benefits, sickness benefits and maternity benefits, and unemployment support. Peru,
Iran and Jordan have higher GDP per capita levels than the United States in 1935, when it
enacted its Social Security Act.

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

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



2. Universal child and orphan benefits

Rationale

This chapter starts exploring whether universal social protectbamsflare affordable in

57 lower middleincome and lowncome countriesThese countries have lower a level of
GDP, a significantly larger poor population as well as a larger number of children, and often
have underdeveloped social protection systems. f&algi, the chapter examines the cost

of noncontributory child and orphan benefits in lower income countries, considering that
these benefits should be an essential element of national social protection systems, including
floors contributing to the achiement of SDG 1.3.

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

UNICEF (2016) estimates that, unless the multiple inequities that negatively affect the
life of children are eliminated, poverty will continue to affect 167 million children
who will still live in extreme poverty in 2030 despite overall progresseitucing
poverty;69million children under the age of 5 years will have died between 2016 and 2030;
and 60million children of primary school age will still be out of school by 2030. Recent

research has shown that deprivations suffered in the first H®¥ s o f childre
(including during pregnancy), particularly with regard to nutrition, have a strong and
ofteni rreversible effect on childrenods Il at er

householdexperience higher mortality rates, more frequeedlthrelated problems and

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

of these poor households leads to children being required to bring in an income for the
survival of the household and thus puts thesitdren at the risk of being forced into the

worst forms of child labour (ILO, 2013). Chikknsitive social protection measures are
considered as a crucial policy strategy to address this challenge (UNICEF et al., 2009;
Attanasio et aJ 2005; Baird eal. 2013, ILO 2014a). Child and family benefits, in cash and

in kind, play a particularly important rol
needs.

Effective coverage figures for SDG indicator 1.3.1 show that 35 per cent of childrenygloball
receive social protection benefits, with significant regional disparities: while 87 per cent of
children in Europe and Central Asia and 66 per cent in the Americas receive benefits, this is
the case for only 28 per cent of children in Asia and 16 pericekfrica. A positive trend

is the expansion of cash transfers for children (IR@L 7). Specific child and family benefit
programmes rooted in legislation exist in 117 countties.

Countries which have made great strides towards universal sociattjgmoteoverage
include Argentina, Brazil, Chile and Mongoliahe latter a lowemiddle-income country.
Important programmes include the Child My Programme in Mongolia (seex2.1), the
Bolsa Familia programme in Brazil and the Oportunidades/Proppageamme in Mexico,
the Asignacion Universal por Hijo (M) programme in Argentina (se®»2.2) and the
child support grant in South Africa. The Oportunidades/Prospera programme has
improved primary and secondary school enrolment rates for children lenautritional

SFor details on the types of child benefit sch
flagshipWorld Social Protection RepoftLO, 2014a an®017a)
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status of 7(er cent of households as well as improved the health status of children under
5 years of age (Barrientos and Holmes, 2006). A recent study (Kidd, 2012) concludes that
in OECD countries, those that have had the greatest sunceshicing child poverty are

the ones which are committed to providing child benefits on a universal basis (categorical
targeting).

Box 2.1. Mongolia: Universal Child Money Programme

In 2005, the government introduced the Child Money Programrheti{€MdiR) wuiitalleviatin
poverty in the wake of the economic and social transition. This programme was initially i
a conditional cash transfer targeting the poor. The conditions included social and healt
well as schooling requests (ie. children had to be living with their parerisddie op
mandatory vaccinations, be enrolled in schefdronai@ducation if above the age of 8, and
engaged in harmful forms of child labour). Implementation of the taweystedriieresd problem
of leakage to the mmmor and exclusion of the poor in targeting (Hodges et al., 2007). A |
year into the programme, in July 2006 the government converted the programme into a ur
providing a benefit tachildren under the age of 18 and at the same time introduced a new
newborn children and increased the amount of the benefit. The programme ma
conditionalities for receipt of benefits, namely the child had to be livilgmfdimhysaord a
schoehge child had to be attending schoolformaheducation. A study by Hodges et al. (
found that the initial targeted CMP reduced the child poverty headcount by almost 4 pel
(from 42.@er cent to 38.5 per rand lowered the child poverty gap by about 2 percentag
assuming that the child benefits received had raised actual household expenditure by
amount. The introduction of the universal child benefit and especially the inofadhsdabaerfiu
introduced in 2006, reduceddherthheadcount by 10 percentage points (to 27.4 per cent)
the poverty gap by 5.5 percentage points (to 7.1 per cent).

However in 2010 following a reform of the social welfare system thec@NRugdsldi Octobe
2012, the countrydés new parliament rein
Action Plan (20220 1 6) whi ch highlighted the gove
was universal and provided forldteahuntil the age of 18. The amount of the benefit since
2012 was set at 20,000 MNT (approximately US$ 12) per month. This universal chil
financed from a tax on mineral resource.

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

In August 2016, the newly el&dgdrnment announced the reintroduction of targeting with
to the CMP. As a consequence, only 60 per cent of children received the CMP in Nover
subsequently approved IMF-yieiageloan arrangement under the Extended Fund Faeiity
conditions with regard to fiscal consol
social safety neto (I MF, 2017). However

the Governmentastablished the uniaditg feature of the CMP and integrated the programm
Law on Social Welfare. In such a volatile context, the ratification of the Social Secu
Standards) Convention, 1952 (No. 10 2)al o
protection system, including the universal Child Money Programme.

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

The Argstinian social security system provides a set of family allowances, benefitg
and young people through social insurance (contributory), social assistance (non co
fiscal deduction programmes. Children below the age of 18sgrdra ceparter of the tot
population of the country. In 2009, as a response to the global economic and financi
consolidate the existing programmes, the government launchedntitos@mUniversa
Child Allowance (AUH) as atéongsocial policy measure designed to close the gap
system, in order to cover those not covered by the social insurance system, includin
domestic workers with income below the legal monthly minimum wage; unemplq
without c@vage; seasonal workers; and certain categoriesnpfa@altl workers. The ma
aim is to ensure that benefits are paid for each child younger than age 18 (no limit i
to five children provided that beneficiaries fulfil certainthealagsimation for children un
the age of 5 years,)snd educational (school attendance) requirements (ISSA and S

The three components of the family benefit programme reached 84.6 per cent of th
adolescents under the dd8an Argentina in 2014. The contributory programme as w|
fiscal deduction scheme benefited 53.3 per cent of the population of children and adqg
the age of 18 and the UniversalMihidnce scheme provided benefits to 4618 pethee

same population. Allocation for children and adolescent benefits in 2014 (con
noncontributory components) was 1.04 per cent of GDP approximately of which the
the nortontributory component was 0.50 percentagéhpoaatstributory component w
0.46percentage points and to family allowances for people recemyegpmEmsith was
0.08percentage points (Global Partnership for Universal Social Protection, 2016c).

An assessment of the impact on indigence atydopdkie family transfers for childrer
Bertranou and Maurizio (2012b) concluded that indigence would be reduced by
65per cent and overall poverty by 18 per cent. They estimated that the AUH covers
the children and adodeds who are poor and that with the contributory armbthebubory
benefits approximately 80 per cent of children are pulled out of poverty.

Within this family allowance scheme, foantridoutory social assistanogponentrovide
benefits thaover pregnant women and young infants: a universal pregnancy allowar
protection and the mothersd pensi on.
allowance scheme reaches the most vulnerable. Since 2011, thegmanessallpwance
aims at reducing maternal and infant mortality and is paid for each pregnancy to
domestic workers with income below the legal monthly minimum wage; unemployeq
certain categories of-emiployed workers. Enrdiimethe prenatal and early childhood h¢
program Pl an NACER and meeting the pr
the benefit. The mothersd pension is
with income anssats below the subsistence level, who do not receive any social secu
or support from family members (ISSA and SSA, 2014).

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

Sources: Bertranou and Maurizio, 2012a and 2012b; Bertranou et al. 2015; Global Partnership for|
Protection, 2016c¢; Global Partnership for Universal Social Protelitor PELERS Aand SSA014.

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

and other necessary goods and services encompassing the broad range of resources that is
necessary to secure aant standard of living and life in dignity for all children (ILO,

2014a). In this way, child and family benefits as part of the social protection floors
guarantees for children contribute to the 2030 Ageimdgarticular to reducing child

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

Results in

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

3 age brackets of five years each. The level of the child benefit is fixed at 25 per cent of the
national poverty line, which in LICs and LMICs is usually calculated on a per capita basis,
without consideration afconomies of scale for larger househdld@his is a modest level,

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

In order to ascertain the level of a child benefit in a specific country context, further
assessments would be necessary, possibly in the context of technical advice by the ILO,
considering in particular whether children enjoy universal adcessleast essential health

care and access to education, as well as the poverty reduction impact of existing child benefit
schemes and other relevant programmes. Benefit levels may need to be adjusted in order to
have significant impacts on child povert

low -income and lower middle -income countries

The estimation of the cost of transfers for all children, particularly orphans, at the estimated
level of benefits, is available for 57 lewand lower middldncome countries. The cost
estimatesand the proportion of the population agésil@ are divided ito three available
groups: under 5,159 and 1®14 years old.

The projected costs for a basic universal child benefit for the age gtedpvéries
significantly between countries ranging from 0.1 per cent of GDP for Mongolia to
4.1 percent of GDP for Niger (figure 2.1) with an average for all the 57 countries analysed
of 1.4 per cent of GDP. The benefit costs less than 1.0 per cent of GDP for a total of 18
countries of which ten show a cost below 0.5 per cent of GDP.

The projected cost®f a basic universal child benefit for the age groups &nd 1®14

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

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

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

5 To calculate a different set of benefits or different coverage, see the ILO Social Prdtémicn
Calculator, available at: http://www.sociaitotection.org/gimi/gess/SPFCalculReport.action.

10

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



Figure 2.1. Cost of universal child benefits and orphan kiena a percentage of GRRdchildren
(as aproportion othe populationR015
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The cost of the benefits depends on the proportion of children in the population, the level of
the powerty line (which is the basis for setting the benefit level) and GBb& proportion of
children in the population explains a good share of the higher costs for some countries (for
the 11 countries with the highest costs the proportion of children refgestzast 40 per

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

children is just 70.5 per cent.

Current public social protection expenditure for children

The comparison of the above testimates and the past expendittinéghlights that not all

the above estimated costs are additional costs. Thus, the resource gap to implement the
benefit, at least for a group of countries, may be less than what has been calculated above.
Some countes in the sample are spending currently more than the level of expenditure
required for a benefit as described in this paper. This is a promising signal that in some cases
the allocation of required resources is possible.

Of the 57 countries, 19 do naave information on children and family benefit expenditure or
reported expenditure of 0.00 per cent of GDP. For the 38 countries for which information on
children and family benefit expenditure was available, four countries have current expenditure
levelsthat exceed the cost estimations (see figure 2.2). This may be due to the fact that for the
past reported expenditure level the child population group is largdrgnefits are provided

to children also between ages of 5 to 18) and/or the benefitidelvigiher than the one used

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

Figure 2.2. Cost of a universal childo(@) benefit and orphan benefit and past expenditwecah
protection focchildren andamilies, 208.(as a percentage of GDP)
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Source: Authorsdé calculations using | LO6s Sadatabase. Protection FIl o

5 The present report uses information on expenditure levels regarding public social protection
expenditure for chi IWdrld&atialRrateetioreRepodlldO, 2003.t he | LOb6 s
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For the remaining 34 coungs, the current expenditure levels are below the estimated costs
for the set ofcomparake social protection floors cash benefits. The average difference is
1.6 percentage points of GDP. For ten countries this difference amounts to 1 percentage
point or less and for seven countries it is less tharmp@rsenage points
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3. Universal maternity benefits

Rationale

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

2030 Agenda and is essential to the achievement of nhellBustainable Development
Goals, particularly with respect to ending poverty (Goal 1), improving nutrition and
endinghunger (Goal 2), reducing maternal and infant mortality (Goal 3), ensuring access
to education (Goal 4), achieving gender equality and pemering women
(Goal 5), promoting inclusive growth and decent work (Goal 8) esdlicing inequalities
(Goal10).

In 2014, about 800 women died every day from preventable causes related to pregnancy and
childbirth and 99 per cent of all maternal deattairredin developing countries. The World

Health Report (WHO, 2005, Bl1) highlighedt hat @ ét hree quarters o
could be prevented if women were adequately nourished and received appropriate care
during pregnancy, childbirth and the post t a | peri odéo. Most of t|
infant deaths, could be avoided with adequate social protection and health care. Even in
developed countries there is evidence to show the strong positive effect of paid maternity
leave. According to Humanights Watch (2011, p. 37) a study of 18 OECD countries
covering more than three decades found that extending the number of weeksrofécted

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

was not.

Maternity protection ensures income security for pregnant women and moilitkrs
newborrs. Worldwide, effective social protection coverage estimates for SDG indicator
1.3.1show that only 41.1 per cent of women with newborns receive a maternity benefit, and
only 15.8 per cent of childbearing women in Africa (ILO, 28L7Such lack of income
security during the final stages of preghancy and after childbirth forces many women,
especially those in the informal economy, to keep working into the very late stages of
pregiancy and/or to return to work prematurely, thereby exposing themselves and their
children to significant health risks (ILO, 2016a; ILO 287

Universal effective maternity coverage has been achieved in Ukraine and Uruguay, and other
developing countriesuch as Argentina, Colombia, Mongolia and South Africa have made
significant progress. However, significant coverage and adequacy gaps remain in other parts
of the world. An increasing number of countries are usingaaomtributory maternity cash
benefitsas a means to improve income security, nutrition and access to maternal and child
health care for pregnant women and new mothers, particularly for women living in poverty
and those in the informal econom{lLO, 2016a; seedx 3.1).

"For details on the types of maternity schemes
publicationWorld Social Protection RepoftLO, 2014a and®017a).
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Box 3.1Argentinalndia and Bangladesh:
Noncontributory maternity benefit schemes

While in the majority of countries maternity benefits are provided through schemes thg
employment, a number of countries have introdocettibotory benefits for wormecovered

by any scheme. Most of thecaomibutory programmes introdirdetienefits to the fulfilment
certain conditions related to health visits or information sessions regarding ntatefarat h
health and nutrition.

InArgentinatheuniversal Family Allowance schesee box 2.2 aboyapvides necontributory
maternity benefits. The universal pregnancy allowance is paid for each pregnancy tq
domestic workers with income below the legal monthly minimum wagepemenmyl|ayet
certain categories of-egiployed workers. It covers women froith theek2of pregnancy to th
birth or end of pregnancy through a monthly cash transfer of Argentinian pesos 966 (app|
65). The universal pregnancy allowagcanpme covered 22 per cent of births in 2011, on 3
more than 66,000 women per month between May 2011 and Jur202@a? @e@yeen Jung
2014 and June 2016 on average more than 78,200 women received a benefit (ANSES
contributogyension is also provided to mothers with seven or mofeatbiidien adopted) wif]
income and assets below the subsistence level, who do not receive any social secu
support from family memiSS$4 and SSA, 2014)

In Indig the India Gandhi Matritva Sahyog Yojana (IGMSY) prograntnodyced in 2010
provides cash benefits for pregnant women and lactating mothers in 53 pilot distr
approximately 19.9 million women and supporting the financial inclusion of a
600,000vomen annually (Government of India, 2016). A daily benefit for all women ageq
(limited to first two pregnancies; and excluding those who are covered through benefits pr
sector employees) for approximately 40 dayseadvidiag partial compensation for wage Ig
encourage women to take adequate rest before and after childbirth. In addition, all e
receive a cash incentive through a conditional cash transfer in two instalments (a total o
aporoximately US$.50as of 2013) during pregnancy and the period of lactation, conditi
compliance with various conditions pertaining to registration, magalateoktions ang
breastfeeding practice. With the aim of making the epragrearsal, the Government of In
announced in December 2016 the extension of the conditional cash transfer Mat
Programme to cover all of the country. The programme will provide Rs. 6,000, in three
pre and posklivery ca to pregnant and lactating women. The Government of India has
that for the period 2017 till-2018pproximately 5.17 million beneficiaries will be covered a
the programme at an estimated total cost of 12,700 .coee RS Hibn USS)
(Chakrabastal.2017).

In Bangladeshthe Maternity Allowance Programme for Poor Lactating M@i#e?$ was
introduced in 2008. It targets women in rural areas aged 20 and over, living on a monthly,
than 1,500 takapproximdieUS$ 19)t also covers mothers with a disability and women whq
breadwinners of poor families. If eligible, they retisieesapport duriither the first or secon
pregnancy to the amount of 350 taka per month (approximately & $8ribd)dfotwo years|
(ILO2014a) The MAP programme covered 116,000 womé# &t 2085t of 0.0041 per cent
GDP and was estimated to cover 220,000 womeii5naP@ldost of 0.01 per cent of G
Furthermore, the allowances for urbamloe lactating mothers covered 86,000 wome4n 2,
and was estimated to cover 100,000 womeri ire8péctively at a cost of 0.0035 and 0.004
cent of GDP (Ministry of Finance Bangladesh, 2014).

Note: At exchange rate of 1 US$ = 65.57 Rupees
Sources: ANSES, 2016; Chakrabarti et al. 2017; Government of India, 2016; ILO, 2014a, 2016a; M
Bangladesh, 2014

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

countries should consider,aspaf t heir nationally defined s
income security, at least at a nationally defined minimum level, for persons in active age
who are unable to earn sufficient incomeé

as access tonwversal health care including maternal care. {dontributory maternity
benefits can play an essential role in improving income security, as well as nutrition and
health outcomes, for women and their children, during this critical phase of their livids. Wh
some countries have already make efforts to extend maternity benefit coverage, more efforts
are necessary for universal protection. Such investments will contribute tremendously to
enhancing maternal and child health, ensuring adequate nutritiomadiimgi poverty, as
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well as achieving gender equality and decent work, and achieving the respective SDGs
(ILO, 20164a).

Assumptions

Results in

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

low -income and lower middle -income countries

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

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

The proportion of beneficiaries (mothers with newborns) in the population ranges from
between 1.5 per cent in Georgia and Armenia to 5 per cent in Witean average across

the countries of 3 per cent of the populatibhe proportion of newborn children (see figure
3.1) is also directly related to the fertility rates.

The cost of the benefit depends on the proportion of newborn children in the populai

level of the poverty line (which is the basis for setting the benefit level) and GDP. However,
the relative value of the poverty line to GDP per capita is the main explanation for the
estimated cost levels. The correlation between costs andatiegeflue of the poverty line

is 92.3 per cent whereas the correlation between costs and the proportion of s&ybstn

74 per cent.

8 To calculate a different set of benefits or diffétreoverage, see the ILO Social Protection Foor
Calculator, available at: http://www.sociaitotection.org/gimi/gess/SPFCalculReport.action
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Figure 3.1. Cost of universal maternggshbenefits during 4 months at 100 per cent of the poverty line
(as a percatage of GDPand beneficiarie@s proportion of populatio?)15
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4.  Unive rsal disability benefits

Rationale

According to global estimates, persons with disabilit@msstitute approximately 15 per cent

of t he wor I, déng of thenp livé ia davedoping countries. Approximately

785 million persons with disabilities aref working age, 15 years or over (ILO, 2014a).
Effective social protection measures to protect persons with disabilities and promote
independent living and access to decent work are a precondition for achieving the SDGs and
human rights.

New ILO effectivecoverage estimates for SDG 1.3.1 show that 27.8 per cent of persons with
severe disabilities worldwide receive a disability benefit, with large regional variation: while
coverage in Eastern Europe appears to be almost universal, regional estimates &odAsi
the Pacific show an effective coverage rate of only 9.4 per cent @QDO&). The large
majority of countries offer some form of social protection for persons with disabilities. In
the majority of countries it is provided through social insuraniceraes which cover mainly
workers in the formal economy and provide earnirgated benefitsUnless these are
complemented by necontributory schemesthey do not provide universal coverage
(ILO, 2014a)?

Universal social protection for persons withatidities has been achieved in Brazil, Chile,
Mongolia and Uruguay; other developing countries have neatlieved universality, such
as Kyrgyzstan, Nepal and &b Africa (lox. 4.1); many othezountries are extending social
protection to persons withghbilities(box 4.2)

Box 4.1The right to a disability grant in South Africa

Anchored in the Constitution of the Republic of South Africa(@rietbTight to social secur
including through social assistance for those who are sugbtet themselves and theg
dependent§ he Social Assistance Act No. 13 of 2004, lays down the obligation of the g
provide a set of targeted social assistance benefits to the elderly, children and the dig
Social Assistance Retips of 2008 set out the qualifying conditions for a benefit. For th
between 18 and 59 years of age unable to provide maintenance for themselves a dig
provided. The disability grant is provided ontestedubsisis and depegain the outcome of th
medical review it is either granted as a temporary or a permanent grant. Furthermore,
person needs constant care by others then aatteistanice allowance is also paid. For chi
under the age of 18, CamebDdency Grants are awarded to thejivease The disability benefit
up to 1,430 Rand (approximately US$ 114.70) per month and -teercdastangllowancy
330Rand (approximately US$ 26.50) per month. The South African Social SeRABIBAYge
which is responsible for the provision of social assistance benefits and services to Sout
out 1,085,514 disability grants in the financial year 2015/16 and expenditure was 19,16
(SASSA, 2016) representing approxindatedgrocent of GDP in 2016.

Studies show that the South African social grants have had a positive effect on poverty
inequality. Samson g28104) showed that a fultupkef the disability grant would reduce the p
gap by 5.1 peent. Similarly, receipt of a Disability Grant was associated with greate
household spending on food and led to lower prevalence rates of hunger compared to h
compardb income levels. The study also showed positive effectants thre Igbour force
participation and employment with higher employment rates in households receiving the|
than in houbkelds not receiving the grant.

Sources: SASSA, 2016; Global Partnership for Universal Social Prote€i@072016¢€;

°For details on the types of disability benefi't
flagshippublicationWorld Social Protection RepoftLO, 2014aand 20173
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Box 4.2. Universal Pensions for Persons with Disabilities iA_Est®r

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

The SAIl programme was enacted in June 2008 byoDE22@08l The law sets out that
benefits ar® be paid by monthly bank transfers, or every three months if paid directly i
practice, due to the lackarfdial infrastructure, the difficult access to isolated communities &
resources for payment operations, payments are made twice a year.

The annual cost of the SAIl has varied betwadB8%3illion dollars during the last few y
(201€2013, which is slightly more than 2 per cenbibiGioR.

A 2011 simulation estimated that the SAIl reduced national poverty from 54 per cent to 4
poverty among older persons from 55.1 per cent to 37.6 per cent. For personsradtictiizab
in poverty headcount was 17.5 percentage points, from 63.3 per cent to 45.8 per cent.

SourceGlobal Partnership for Universal Social Protection 2016t; ILO 2017

Recommendation No. 202 iram@ 5(c), sets out that nationally defined sociabtpction

floors should guarantee at least basic income security to persons with disabilities as well as

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

Assumptions

For the costing of the disability benefits, the number of bemrefts is based on

countrys peci fic disability estimates

Years Living with Disability database. The estimations are only for cases of severe

from

disabilities, for whichit is assumed that participation in employmearay be challenging
and may require additional support. The benefit level is set at 100 pgesfdbe national

poverty line®

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

Cost estimates for disability benefits, is available for 56- land lower middleincome

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

figure 4.1.

10 To calculate a different set of benefits or different coverage, see the ILO Social Protectisn Floor

Calculator, available at: http://www.sociaitotection.org/gimi/gess/SPFCalculRepartien.
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Figure 41. Cost of universalisabilitycashbenefits for persons with severe disabilities at 100 per cent
of the national povertine (as a percentage of Godhd beneficiarigas proportion of the
population)2015
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The left axis shows thesemated proportion of persons with severe disabilities which on
average represents 3.4 per cent of the population. The three countries of the sample that show
the lowest incidence of disability with 2.9 per cent are Guatemala, Nicaragua and Mongolia
while Afghanistan and Haiti show the highest incidence with 4.4 per cent.

The right axis shows the costs of disability benefits. The average cost is 0.8 per cent of GDP,
while the range varies from 0.1 per céatMongolia to 2.0 per cetfbr Sierra Leone.

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

Rationale

Box 5.1Universal pension schemes in develgpgiountries

Today, nearly 30 developing countries have achieved or nearly achieved universal pen
including Argentina, the Plurinational State of Bolivia, Botswana, Brazil, Cabo Verde,
Kazakhstan, Kiribati, Kosovo, Kyrgyzstahol Baldives, Mauritius, Mongolia, Namibia, Sey
South Africa, Swaziland, Thailand;LEst®r Trinidad and Tobago, Uruguay, Uzbekista
Zanzibar (United Republic of Tanzania).

There are many paths towards universal pension coverdgeeldfdsg countries combi
contributory schemes witkcoatributory satpensions to older persOtfser countries provide
universal social pension to all (e.g. BotswanhestehoSome countries choose gradual
progressive realization. (Brgzil, South Africa) and others opt-fiackisy immediate univers
coverage (e.g. the Plurinational State of Bolivia, China, Kiribati). Countries choose dif]
designing and implementing universal pension schemes; hence goesaiwidatseha® option
to achieve universal social protection coverage.

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

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

Social protection plays a particularly important role in realizing the human right to social
security for older persons, in ensuring incoseeurity and access to essential services
including health and care in a way that promotes their rights and dignity. Reliable sources
of income security play a particularly important role for older persons (ILO, 2014a).
Universal basic pensions have a sgampact on improving the livelihoods of older
persons and could alleviate at least the most severe forms of poverty (UNFPA and
HelpAge International, 2012; HelpAge International, 2014; Hagemejer, 2009). Social
pensions, not only provide older persondwatmuch needed regular income, but they also
provide crucial financial support to other household members, particularly children.
Pension recipients redistribute cash income in households, finance school fees for children
and other household expenditurg$elpAge International, 2014). In Brazil and South
Africa, pension recipients reduced the probability of households living in poverty
(Barrientos, 2003). I n South Africa,
tools for poverty reduction ithe country; this is evidenced by the reduction in poverty
incidence among older persons from 55.6 per cent in 2006 to 36.2 per cent in 2011, and
demonstrated positive impacts on health and nutrition of children (Global Partnership for
Universal Social Prection, 2016f). The strong impacbf universal oldage pension
coverage on the prevention of poverty highlight their relevance for the achievement of the
SDGs, particularly target 1.®¢x 5.1and box 5.2

t he
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Box 5.2Namibia: The universal Basic Social Grant for all older persons

The right of all Miian citizens to a regular and adequate @dnsion to ensure a dece
standard of living is anchored in the 1990 Constitution of the Republic of Namibia (articlg
is giving effect to this through the delivery of pension benefit®rboatrigbutory and
contributory schemes.

The universal pension scheme established by the National Pensions Act (1992}ageviq
monthly allowance of NAD 1,100 (approximately US$78) to all Namibian citizens ar
residents over the agfe60. The Basic Social Grant isamtributory and financed by gene
revenue from the national treasury and managed by the Ministry of Labour and S
Pension benefits are paid through bank transfer, at a post office or insthagiem¢eng) ar
at one of the mobile units which travels within the country. While there are some proble
people in remote areas, the total coverage is estimated to be over 90 per cent. Accor(
by Levine et.g2011) the clhe pnsion lowers the probability that the recipient lives in
household and it reduces the severity and the depth of poverty at the two poverty li
poverty and overall poverty. It was also noted that the transfers have the greffeestopos
the poorest.

More specific schemes provide pension benefits to veteran citizens of Namibig
norcontributory scheme. Thagédpensions environment is further completed by social in
schemes, private occupational schemes wartdryatchemes sgt by employers for the
employees or by registered trade unions for their, foerekansple, the Namibia Agriculty
Retirement Fund (NARF) and the Government Institutions Pension Fund (GIPF)
servants.

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

Source: ILO, P4a and 20&;7ILO2014b; Global Partnership for UhiSecsal Protection, 2016g; Levine e
(2011).

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

Ravallionet al . , 2016) . The World Bank (1997, p
through targeting is a bigger problem than including the-pwor; the poorest may
actually lose fromtoomuchfireuni ng i n targetingo. Further

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

mFor details on the types of pension schemes th
World Social Protection RepoftLO, 2014aand 2017a).
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Recommendation No. 202 identifies in paras.(5a and 5d), among the four basic guarantees
of nationallydefined social protection floors, access to essential health care and basic
income security, both of which are key to ensure a dignified and secui lifielér women

and men.

Assumptions

Results in
countries

In line with the principle of universality, the costing is based on the assumption tizafeold
pension benefits are provided to all persons aged 65 and older. The level of the benefit is
fixed at 100 per cenf the naibnal poverty line!?

low -income and lower middle -income

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

The cost of the benefits depends on the proportion of older persons in the population and the
level of the national poverty line (which determines the level of the benefit). The costs of
providing a universal nenontributorypension to all persons aged 65 and over are shown

on the right axis of the figure. The average cost is 1.6 per cent of GDP, varying in range
from 0.1 per cent for Mongolia to 3.9 per cent for the Plurinational State of Bolivia. For 19
countries the cost dhe benefit is less than 1 per cent of GDP, of wifdictthree countries

the cost is less than 0.5 per cent of GDP.

The left axis of the figure shows the proportion of the population aged 65 and over. The
proportion varies from 2.3 per cent in the Gantbia4 per cent in Georgia, with an average
of 4.4 per cent for the sampdé countries reflected in figure 5.1.

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

2 To calculate a different set of benefits or different coverage, see the ILO SocialiBnofaors
Calculator, available at: http://www.sociaitotection.org/gimi/gess/SPFCalculReport.action.

13 The demographic ratio is the proportion afler persons (65 years of age and owerihe
population.
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Figure 5.1 Cost of universal ofaige pension benefits at 100 per cent of the pdverfgs a percentage
of GDP and begficiarieqas proportion of the populatipgp15
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Current public social protection expenditure for older per sons

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

all the above estimated costs are additional costs. Given that almost all countries have
pension provisions through contributory social security schemesléast some categories

of workers, the additional expenditure of introducing universalagiel pensions may be
lower than the costs calculated in this study for at least some of the countries. This would
require to ascertain the adequacy of benefits dmidd through contributory and
nortcontributory mechanisms, and to coordinate bedefivery from contributory and nen
contributory programmes. Furthermore, the costs of universagadoensions may partly

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

Of the 57 countries, for 6 there is no available information on so@tgion expenditure

for older persons. For the 51 countries for which information on benefit expenditure for older
persons was available, 21 countries have current expenditure levels that exceed the cost
estimations (see figure 5.2). The fact that the @ggenditure includes contributory benefits
which could be well above the level of the benefit simulated does not automatically imply
that coverage in those countries is universal. However, it could be foreseen that the fiscal
efforts needed to achieveiuarsal pension coverage for those countries could be lower than

for the group of countries that currently spend less than the costs estimated in this paper.

Figure 5.2. Cost of universal nezontributory olehge pensiotenefitsas percentage of GRdt 2015,
and reported public social protection expenditure for older péizmss available year)
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14 The present report uses information on exjtengl levels regarding public social protection
expenditure for ol der WorkdiSacialiPotectiomepsrglnC, 20t4a)i n t he
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For about 30 countries, the current expenditure levels are below the estimated costs of the
set ofcomparale social protection floors cadienefits. For thse countries, the average
difference is 0.9 percentage points of GIHer 18 countries this difference amounts to

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

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

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

Social protection floors: Aggregate
results for 57 lower income countries

Taking into account the various individual components of national social protection floors
that have been estimated and analysed in the previous chaptergeieisting to look at the
total expenditurdor a package of these benefits. The present pammetidesresults for

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

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

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

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

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

i the beneficiaries consist of 364 million childte445 million if we consider the
unborn whose mothers are receiving benefits during pregnancy), 103 million persons
with severe disabilities and 153 million older persons (see figuré 8.5)per cent of
the worl dés popul ati on;

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

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

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

6 As the benefits are directed to all children, disabled, pregnant women and older persons,
practically, all households in those countries would receive benefits. The only exception would be
nortpoor households whose members alt healthy adults and wherein no female is pregnant.

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

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

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

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

Figure 6.1. Direct beneficiaries of universal social protection floors cash benefits in 57 countries
(number of pemns), 2015
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Figure 6.3 shows the projected costs fordbmparake set of social protectioftoors cash
benefits. These costs range from 0.3 per cent of GDP for Mongolia to 9.8 per cent of GDP
for Sierra Leone. It should be borne in mind that the majority of the 57 countries already
have existing social protection programmes that contributertisite implementation of
components of theomparake set of social protection floors cash benefits.

21 According to the Stockholm International Peace Research Institute (2017), military expenditure by
governments around the worldaslUS$1686 trillion in 2015.
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The average cost of the full set of benefits is 4.2 per cent of GDP for the 57 countries. Among
the schemes, universal allowances for all orphans, nigtdrenefits and pensions to all
persons with severe disabilities, generally require the lowest resource allocations.

T Universal cash benefits for children O to 4 yesragecost on average 1.4 per cent of
GDP, with the benefit for each child set atf®#5 cent of thaationalpoverty line. A
universal benefit for all orphans 0 to 14 yeafsage estimated at 100 per cent of the
national poverty line, will add only 0.04 percentage points of GDP to the cost;

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

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

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

Detailed country costing are presented in Annex Ill. Due to country specificities, the cost of
acomparale set of basic social protection floors cash benefits varies quite substantially and
the relative weight of each component of theaqarotection floors varies significantly. For
countries irsome regions, like the Americas and the Caribbean, the estimated cost is modest;
for other countries, especially in s@aharan Africa, it is much higher. Countries need to
identify through natinal consultation essential coverage gaps and national priorities to
tailor-make benefit packages and progressively introduce these as resources become
available. TheWorld Social Protection Reparf{ILO, 2014a and 20%E show that the
majority of countriesn the world do provide some social protection. However, the scope,
extent and level of coverage vary immensely. An effective national social protection
strategy, as set out in Recommendation No0.202, needs to identify the gaps in coverage,
identify the prorities, assess in a holistic way the existing social protection programmes,
specify the financial requirements and resources, reallocate existing resources as required,
and set out a time frame for the implementation of the package of benefits. Bierbalim
(2016) through the development of a Social Protection Floor Index (SPFI) demonstrated that
most countries could close social protection gaps to comply with the requirements of
Recommendation N&02. In this respect, an-ohepth country by countrynalysis would be
necessary to assist countries to ascertain the extent of additional fiscal space that would be
required
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7.  Fiscal space analysis: Fiscal space for social protection
floors exists even in the poorest countries

It is often argued that social protection is not affordable; however, there are options, even in
the poorestauntries. Generally there are eight alternatives that should be explored to expand
fiscal space and generate resources to extend social protection floors, supported by policy
statements of the United Nations and international financial institumaspiblicationsof

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

(ii) increasing tax revenues; (iii) expanding social security coverage and contributory
revenues; (iv) official development assistance; (v) eliminatingtilficancial flows; (vi)

using fiscal and foreign exchange reserves; (vii) managing debt: borrowing or restructuring
existing debtand (viii) adopting a more accommodative macroeconomic framework.

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

Tax and ODA

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

of the immediately available financing. It should not be interpreted as the level of funds that
are available exclusively for social protection. TheRFOis the result of adding up the tax
revenue and the share of ODA (both expressed as percentages of GDP). For the group of
countries considered in the analysis, the simple average of the TORA indicator was
estimated at 21.1 per cent of GDP, with Suda8 f&r cent) and Myanmar (8.1 per cent)
located at the bottom of the list while Mozambique (36.2 per cent) and Lesotho (56.3 per
cent) at the top of it. These gross numbers, however, hide many insights and relationships
that may be useful for fiscal spacgsassment.

Table 7.1 presents the relationship between TORAthadomparale set of SPF cash

benefits. Countries in a relatively good position should have low costs with high TORA.

One way to assess fiscal space using both indicators is by @sgriiea ratio of TORA to

SPF costs in order to illustrate how many times the current level of fiscal resources would
Acover o the f i nan ccomparalerset@fSPHF bemefits)d tgpe 6f SRF t h e
affordability ratio.

Countries with the most cri@al conditions have an average SPF affordability ratio of

2.8 with specific cases like Myanmar and Tirlagste with very challenging scenarios in
terms of fiscal space. On the other hand Senegal and Nicaragua approach a SPF affordability
ratio of 4. In toal, 11 of the 19 countries with low SPF affordability ratios also have low
TORA coefficients, an indication that the main problem is their capacity to generate funds
more than the cost of treomparake set of SPF cash benefits. This is especially clear fo
Bangladesh, Guatemala, Nigeria, Paraguay and Sudan, which have estimated costs for the
SPF benefits below 5 per cent of GDP.

22 QOrtiz, et al, 2017; see also Durévialverde andPacheco, 2012.
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Countries considered in an intermediate situation averaged a 5.5 SPF affordability ratio,
ranging from Uganda (3.8) to The Gamlf¥.3). Only two cases, Egypt and Pakistan, reveal
challenges with resource generation. Four countries (Afghanistan, Armenia, the
Plurinational State of Bolivia and Malawi) are considered in the intermediate category
despite their high TORA coefficientetause the costs for themmparake set of SPF cash
benefits exceed per cent of GDP.

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

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

) Loweraffordability Higheraffordability R
Country TORA/SR Country TORA/SP| Country TORA/SP
Myanmar 1.3 |Uganda 3.8 Mozambique 7.4
TimoiLeste 1.6 |BoliviaPlurinational State 4.3 Zambia 7.6
Guinedissau 2.0 |Afghanistan 4.4 |Viet Nam 7.7
Sudan 21 |TanzanidJnited Republic 4.5 Congo 7.7
Bangladesh 2.2 | Armenia 4.7 Burkina Faso 8.0
Chad 2.5 |Malawi 4.7 Sri Lanka 8.0
Ethiopia 2.7 |Ghana 5.0 Rwanda 9.5
Guinea 2.9 |Cote d’Ivoire 5.1 Lao P ;e?)upbl:c € 9.7
Cameroon 3.0 |Mali 5.2 El Sdvador 10.0
Guatemala 3.1 |Nepal 5.4 Indonesia 12.0
Honduras 3.1 |Cambodia 5.5 India 12.0
Niger 3.2 | Mauritania 5.7 Bhutan 12.2
Sierra Leone 3.2 |Haiti 5.9 Lesotho 12.8
Madagascar 3.3 | Pakistan 5.9 Swaziland 12.8
Paraguay 3.4 |Benin 6.5 Cabo Verde 15.4
Kenya 3.4 |Georgia 6.6 Morocco 15.6
Nigeria 3.6 |Kyrgyzstan 6.7 Philippines 16.6
Senegal 3.6 |Egypt 6.9 Guyana 44.3
Nicaragua 3.8 | TheGambia 7.3 Mongolia 70.3
Average(_L_ower 28 Average(_l\_/ledium 55 Average(_l—_ﬁgher 15.8
affordability) affordability) affordability

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

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

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

as in a more vulnerable fiscal situation compared to those where taxes are the main source
of financing for SPFs. For the group of countries considered, the average share of taxes in
the TORA was estimatet 76.1 per cent, moving from 100 per cent for Indonesia tqi23.4

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

Sierra Leone and Timdreste) have tax shares in TORA below 50 per cent. Oottier

hand,in 16 countries taxation accounts for more than 90 per cent of the TORA.

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

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

Of the many options to expand fiscal space, mawgagéabt involves the active exploration

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

The majority of lower income countries are not in a position to borrow; on the conttatry, de
levels and debt service tend to be significant. Debt service is a factor that may affect the
sustainability of the countéy fiscal space. There are at least two ways to orient this
assessment. The first perspective approaches debt service as a tiiveabtdcroeconomic
sustainability of the nation if it exceeds certain limits and it is very difficult for the
government to deal with the financial obligations. The second one is to conceive debt service
as an opportunity cost. In this regaresourcs that should be allocated to S&mponents

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

In total, 56 countries had information about dsétvice; TimofLeste was missing. The
average debt service coefficient was estimated at 1.6 per cent of GDP, from 0.06 per cent of
GDP in Nigeria to 6.2 per cent in Bhutan. In 36 countries of the sample, debt service
represents less than 1.5 per cent BFGand in 11 countries it exceeds 2.5 per cent.
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Table 7.2.

Table 7.2 shows the calculation of the debt service to SPF cost ratio. Countries with a higher
debt service to SPF cost ratio show higher potential fiscal space increments. Countries where
debt servicevouldnotrepresent a significant source of fiscal space are those ones with ratios
below 20 per cent. These figures can be as low as Afghanistan and Myanmar (less than 2 per
cent of the cost for theomparake social protection floors cash benefits). On theohand,

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

In eleven countries the debt burden is higher than the cost of the SPF package (i.e. the result
of the indicator exceeds 100 per cent). Although thetsemay illustrate potential options,
freeing resources from debt obligations requires the implementation of strategies to reduce
the fiscal deficit and to restructure the portfolio of investments, which is géomgstrategy

rather than an immediate ogti.

Debt service spending to Social Protection Floors gasteatagg by country

Loweraffordability Highempotentialaffordability

v

A

Low debt/SPF cost Medium debt/SPF cost High deb'SPFcost

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

Malawi 9.1 Guatemala 27.0 | TheGambia 133.
Hait 9.5 Burkina Faso 27.7 |Congo 139.!
Guinea 11.7 |Swaziland 27.8 |Cabo Verde 1453
Niger 12.4 | Cote d’lvoire 35.8 |Indonesia 165.!
Madagascar 13.2 | Kyrgyzstan 36.0 |Morocco 167.
Bangladesh 14.0 |Rwanda 43.1 |El Salvador 195.!
Kenya 15.8 |India 46.8 | Sri Lanka 205..
Sudan 16.0 |Lesotho 50.1 | Philippines 219.
Mali 16.3 |Mozambique 50.3 |Monglia 224.
Bolivia, Plurinational 16.7 |Pakistan 51.8 |Guyana 289.1
State of

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

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

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

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

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

Reallocating expenditures

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

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

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

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

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

A better way to approach the opportunity cost that milspgnding represesior SPF fiscal

space is to contrasts current level of expenditures against the estimated costs of the
comparale set of social protection floors cash benefits. The median value for the full sample
shows that military spending accasifior 38.7 per cent of the SPF c@iable 7.3) In Haiti,

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

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

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

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

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

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

Therefore, it is possible to conclutteat in most of countries, fiscal space can be created to
finance SPF by reducing military spending.

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

Since 2010, reducing energy subsidies has been a common policy considered by govemtmestd el
reduction of fuel subsidies is often accompanied by the development of a basic safety net as a way
the poor, such as in Angola, Ghana and IndortksisesBfgty nets are insuffiddestusghen fuel subsidies
are withdren, food and transport prices increase and can become unaffordable for many households
prices also tend to slow down economic activity and thus generate unemployment. The sudden r¢
subsidies and consequent increases irhaveesparked protests and violent riots in many countries,
Cameroon, Chile, India, Indonesia, Kyrgyzstan, Mexico, Mozambique, Nicaragua, Niger, Nigeria,
Uganda. There are several important policy implications that mustduedaken into

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

A Targeting the poor excludes other vulnerable houseHolds mo s t developin
classesd0 have | ow i ieiocmeasss, neeanihg that aepolicyud reneve s
allowing only targeted safety nets for the poor may punish the middle classescagidbigys.

A Allocation of costavings The large cost savings resulting from reductions in energshsuibtdidilesv

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

Subsidy reforms are complex and their social impacts need to dssemepargnd discussed within
framewd of national dialogue, so that the net welfare effects are understood and reforms are ag
subsidies are scaled back or removed.

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

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

Curtailing illicit financial flows

In addition, curtding lllicit Financial Flows (IFFs) could also free up additional resources
for social protection in many developing countries. IFFs involve capital that is illegally
earned, transferred or utilized and include, inter alia, traded goods that are mispaiozid

higher tariffs, wealtHunneledto offshore accounts to evade income taxes and unreported
movements of cash. Almost US$1 trillion in IFFs are estimated to have moved out of
developing countries in 2012, mostly through trade mispricing. Nearhitirds end up in
developed countries (Kar and Spanjers, 2014). Overall, the average annual outflow of illicit
capital is estimated to surpass 10 per cent of GDP in 30 developing coiingrigsly
staggering amount, especially when compared to the €ssic@al protection floors. IFFs
amounted to almost ten times the total aid received by developing countries in 2012. To put
this in perspective, the net effect would be that for every one dollar that developing countries
receive in ODA, they are giving bl about seven dollars to wealthy countries via illicit
outflows.
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Based on information estimated by thiecit Financial Flows to and from Developing
Countries: 200582014% (Global Financial Integrity, 2017), the situation of 48 countries with
available ata part of the sample utilized hétevere analysed. The evidence shows that the
overall cost of the SPF package (3.9 per cent of GDP for this group of countries) is well
below the estimated illicit inflows and outflows. On average, illicit outflows sapre
11.3per cent of GDP (ranging from less than 1 per cent of GDP in Cabo Verde, Cameroon
and Ghana to more than 30 per cent of GDP
Republic) while illicit inflows (21.2 per cent of GDP) are much more volatile \&ith
minimum of 1.4per cent of GDP in Sierra Leone and a maximum of 121.4 per cent of GDP
in Benin(figure 7.1) In other words, the cost of the SPF package represents, for these 48
countries, 34.4er cent of the estimated outflows and 18.4 per cent @sti@ated inflows.

Figure 7.1. lllicit inflows and outflows in comparison to average Social ProtectiGcbgtor
(per cent of GDP)

25.0

20.0

% GDP

5.0

Outflows as % GDP Inflows as %% GDP

mmm Inflows ——SPF cost

Source: Authorsdé estimations using the | LOOMyREDCI al Protecti ol

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

25 The report estimated illicit flows from 3 sourcéisancial flows, trade misnvoicing and balance

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

26 The following countries had no data available to proceed with the analysis: Bhutan, Chad, the
Gambia, Guinea, Guinddissau, Mauritania, Niger, Swaziland and Tirt@ste.
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Political priority to extend social protection floors

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

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

On average, the Awillingness to support soc
total public spendingCountries like Ethiopia, Nicaragua and Swaziland present coefficients
above 60 per cent while other countries like Afghanistan, Georgia and-Last# do not

even reach 15 per cent.

For the purpose of this analysis, countries are classified into gioegs {able 7.4),
according to the proxy indicator of willingness to support social investment. There is positive
correlation between the willingness indicator and the cost of the SPF so, the lower the
willingness coefficient, the lower is the cost of frackage. Countries in the percentile group

1 present an average willingness indicator of 23 per cent and the simple average cost of the
SPF package for this group was estimated at 2.9 per cent of GDP. The corresponding figures
for the other groups were83 per cent and 4.4 per cent and 52.2 per cent and 4.3 per cent
for percentile groups 2 and 3, respectively.

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

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

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

Lower Wiingness to Social MediumWillingness to Social HigheWillingness to Social
Investments Investments Investments

Country Per cent Country Per cent Country Per cent
TimoiLeste 13.3 Bangladesh 31.6 Kyrgyzstan 43.7
Georgia 13.8 Madagascar 33.2 Viet Nam 439
Afghanistan 14.9 ;eggi%rlliiédé?ited 34.5 Burkina Faso 44.5
Nigeria 18.3 Philippines 37.4 Kenya 45.3
Armenia 19.7 Cabo Verde 37.8 TheGambia 45.6
Pakistan 19.9 El Salvador 38.6 Rwanda 47.0
Egypt 214 Sierra Leone 38.7 Cote d’lvoire 48.6
Morocco 21.6 Ghana 39.2 Paraguay 49.4
Cambodia 25.4 Mali 39.2 Benin 51.0
Indonesia 27.4 Senegal 41.0 Bhutan 55.1
Sri Lanka 28.3 Guatemala 41.2 Lesotho 56.3
Uganda 288 Congo 41.2 Malawi 56.7
Zambia 28.9 Honduras 41.9 Nicaragua 61.7
Mongolia 31.1 Mozambique 42.8 Swaziland 63.0
India 31.6 Ethiopia 69.6

SourceA u t lesiimagiahs using thedllSocial Protection Fd@alculatoratda s e d o n t h al Protectha datahsiser |

Political will to invest in social protection can also be created. National social dialogue is
essential to articulate optimal solutions for macroeconomic and fiscal policies, and social
protection strategie¥ National sociald o gue, wi th government, en
organizations as well as civil society, academics, UN agencies and others, is fundamental to
generate political will to exploit all possible fiscal space options in a country, and adopt the
optimal mix of pultic policies for inclusive development with social protection.

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

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

28 |n this context, it is advisable that the analysis of the investment of the available fiscal space take
into consideration mediunand longterm horizons to evaluate the impacts of aiternative use of

fiscal resources; in general, a btawards shorterm measures has traditionally prevailed. In the
context of social dialogue exercises, it is critical to take into consideration that the greatest impacts
linked to the investments afevelopment are difficult to observe and measure in the-stront
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programmes identified during national consultations, the fiscal space availability and
potential sources of financing for the benefits.

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

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

cost estimates cannot be as precise as those informed by a technical study, they have to be
precise enough to guide the selection of viable social protection programmes for
implementation. Unreasonably high estimates omiadstration cost can deter the
attractiveness of a much needed social protection intervention in a country. Unreasonably
low estimates of administration cestin yield gross expenditure levels which are not borne

out in practice, resulting in an unsustble social protection (SP) system.

The ILO and World BankGrosh etal2008)Juse a simil ar definition
¢ o sforsdtial protectiorschemes. They are broadly defined as expenses related to the
running of a social protection sche, including eligibility determination (including
targeting or screening processes, if any), beneficiary registration, contribution collection
(with respect to social insurance schemes only), benefit / claims processing, dealing with
appeals, governancadfinancial controls, as well as the ongoing monitoring and evaluation

of the various scheme outcomes.

The gross expenditure afsocial protectiorscheme comprises of administration costs and

the benefits disbursed. The administration costs of a spacifieme are usually reported
either as percentage of the gross expenditure, or on a per capita basis (i.e. the administration
cost divided by the number of beneficiaries). This report tabulates administrative costs
utilizing the former (percentagmasedyapproach.

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

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

Further, thesocial protection scheme administrator may manage multiple schemes or
undertake other peripheral activities, veftthe accounting systems are only able to tabulate
gross administration expenses. This therelonits the ability to clearly attribute unique
coststo a specificsocial protectiorprogranme. This challenge is compounded whéhne
scheme administrator is a State entity. TFr
office leasing, IT equipment, vehicles and other peripheral administration relpted to

deliver social assistance goods and services, are often accounted for using different national
accounts budget codes. As a consequence they are not directly attributable to the unique
social protectiorscheme to which they are deployed. It is Wdrighlighting that many of

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

As in every project, nogontributory schemes are expected to have high initial
administration installation costs, and the procurement of assets to support its delivery. As

the programtme becomes more established, these administration costs are expected to
stabilize at an operative norm. By way of example, in the first seven years of the
impl ementati on of Me x imgddasmirsRaive BOEISIAl frgomr5d g r a m
per cent of the programe0 s t ot al pdr cedtdhestwasthereséit of the large

up-front expenditures for the procurement of administragiygems (Grosh et.&008).In

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