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Universal pensions in Bolivia

Renta Dignidad (“Dignity Pension”): Making the
social protection floor a reality for all older people

Despite having the lowest GDP per capita in South
America, Bolivia has achieved one of the highest
coverage rates in old-age pensions. With the
introduction of the non-contributory old-age
pension Renta Dignidad in 2007, Bolivia closed
coverage gaps and achieved universal coverage.

Renta Dignidad costs around 1 per cent of the
country’s GDP and is financed by public revenues
generated from taxes on oil and gas production and
dividends from a group of state-owned companies.

The impacts of Renta Dignidad on people’s lives are
remarkable. For example, the programme led to a
reduction in the poverty rate by 14 percentage
points at the household level. Renta Dignidad has
secured the incomes and consumption of
beneficiaries, reduced child labour, and increased
school enrolment. In households receiving the
benefit, child labour has been halved and school
enrolment has reached close to 100 per cent.

Main lessons learned

e Bolivia’s Renta Dignidad programme shows that
universal social protection for older persons is
achievable, even in developing countries.

e This
programme has a significant impact on poverty

non-contributory  social  protection
reduction for older persons and other family
members living with the elderly; it has reduced
poverty by 14 percentage points.

e Political will and the government’s commitment
are essential. In particular, increasing fiscal
space is indispensable to significantly extending
old-age pension coverage. Renta Dignidad is
financed by revenues from natural hydrocarbon
resources.

e Renta Dignidad is administered by the Ministry
of Economy and Public Finance but the Bolivian
Armed Forces have also played a critical role in
achieving higher coverage rates in remote rural
areas. There are over 200 payment points
installed in military facilities and its mobile
units.

e By boosting local demand, stimulating the rural
economy, and improving civil registration in
rural areas, the universal old-age pension is a
driver of growth and development.

1. What does the system look like?

Renta Dignidad is a universal programme, i.e. there
are no conditions or means tests to receive the
benefit. Along with the country’s conditional cash
transfer programmes, Bono Juancito Pinto (for
school children) and the Bono Juana Azurduy (for
expectant and new mothers and their infants),
Renta Dignidad is another step forward towards
creating a national social protection floor.

Key figures

e Renta Dignidad reaches 91 per cent of the
population over the age of 60.

e The monthly benefit amount is 250 bolivianos
(BOB) (USS35.9) for beneficiaries without a
contributory pension. BOB200 (528.7) is paid to
recipients of the contributory scheme.

e [nvolvement of the armed forces has played a
critical role to achieve higher coverage rates in
rural areas.

Benefit packages: The monthly benefit amount for
retirees who are not part of the contributory
pension scheme was raised in 2013 to BOB250
($35.9) and to BOB200 ($28.7) for those covered by
the contributory pension scheme. These amounts
represent 38 per cent of the poverty line and 21 per
cent of the minimum wage, respectively.



Financing: The scheme’s cost (benefits plus
administrative costs) amounts to roughly 1 per cent
of GDP. It is financed from two sources: resources
derived from a direct tax on hydrocarbons and
dividends from nationalized public enterprises that
are earmarked to finance the Renta Dignidad. The
Government’s revenue from the exploitation and
sale of hydrocarbons has increased tremendously.
This in turn has brought about a significant increase
in fiscal revenues and hence fiscal space for

financing social protection.

Legal aspects: Renta Dignidad was established in
2007 by Act No. 3791, replacing the previous social
pension scheme known as BONOSOL. The benefit is
guaranteed under the Constitution of 2009, which
states that “all older persons have the right to a
dignified old age, with human quality and warmth.
The State shall provide a lifelong old-age pension in
the framework of the integrated social security
system, as stipulated by Eligible
beneficiaries must be at least 60 years of age, be a

legislation.”

Bolivian or naturalized citizen, be domiciled in the
country, and have a national identity document.

Institutional arrangements for delivery: Renta
Dignidad is administered by the Ministry of
Economy and Public Finance with cooperation from
the military and the national banking system in the
delivery of benefits.

The pension is paid on a monthly basis. The
payments are made in more than 1,100 payment
centres across the entire country, including
branches of financial institutions and National
Armed Forces payment centres. Involvement of the
armed forces has played a critical role in reaching
high coverage rates in remote rural areas. There are
more than 200 payment points installed in military
facilities and its mobile units. All military mobile
units are equipped with mobile satellite dishes. The
centralized database of beneficiaries can be
accessed from any place in the country, allowing

beneficiaries to collect their pensions anywhere.

2. How was this major breakthrough achieved?

Consolidation of Renta Dignidad as a universal social
pension can be explained by two main factors. First,
in the course of privatizing public enterprises in 1995,

half of the shares of these companies were sold to
foreign investors, while around 48 per cent were
granted to Bolivians 21 years of age or older. After
the renationalization, the dividends generated by
these enterprises were earmarked to finance the
Renta Dignidad. Second, in 2006, the Government
renationalized the hydrocarbon sector and recovered
ownership and control of the country's natural
hydrocarbon resources. The allocation of revenues
from this sector was renegotiated with an 82 per cent
share of revenues going to the State and 18 per cent
to private companies. This allowed for the creation of
fiscal space for financing social protection.

Figure 1. Cost of Renta Dignidad in percentage of
GDP
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Source: APS. Estadisticas 2014.

3. What is the impact on people’s lives?

Outcome: Renta Dignidad is the first, and so far only,
universal pension programme in Latin America. The
effective coverage rate reaches more than 90 per
cent of people over the age of 60.

Impact on people’s lives: Renta Dignidad led to a
reduction in the poverty rate at the household level
by 14 percentage points. The pension stabilizes
households’ incomes and contributes to boost
consumption levels. Positive impacts on child labour
and education are also significant. A study
conducted by UDAPE (Escobar Loza et al., 2013)
shows that children living in households receiving
Renta Dignidad benefits are less likely to be working
(a reduction of 8.4 percentage points) compared to
children in households that do not benefit from
Renta Dignidad. Meanwhile, school enrolment rates



were 8 percentage points higher in households
receiving the social pension, making the enrolment
rate close to 100 per cent for this group.

Figure 2. Number of Renta Dignidad beneficiaries
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Source: APS. Estadisticas 2014.

Introduction of the Renta Dignidad programme,
replacing the previous BONOSOL, reduced the
minimum age for pension eligibility from 65 to 60,
bringing out a significant expansion in coverage
between 2007 and 2008.

Impact on the economy: The impact of social
pensions on local development and formalization is
well known. Before the introduction of the Renta
Dignidad, there were many people of all ages
without national personal identification (ID)
documents in rural areas. The registration campaign
conducted by the programme reached members of
households of all ages, including working-age
people. The growing number of people with
personal IDs and the positive impacts of the social
pension on local demand for goods and services in
rural areas have contributed to the formalization of
the rural economy.

4. What’s next?

Bolivia has made significant efforts to universalize
its social pension system. The Government is now
focusing on improving the administrative and
financial governance of the programme, improving
the adequacy of benefits, as well as creating
complementary linkages with other social

protection programmes. Next steps include:

1. overcoming administrative issues to cover the
remaining 10 per cent of older persons who are
not yet part of Renta Dignidad;

2. maintaining and improving financial governance
in order to ensure the sustainability of the
programme in the long run;

3. exploring options for increasing the benefit
level, which remains modest; and

4. continuing to strengthen the coordination
mechanisms with other social protection
programmes.

Bolivia’s Renta Dignidad is a successful example of
guaranteeing universal social protection for older
persons. Such achievements would not have been
possible without the strong political will and
commitment of the Government to universalize the
coverage of social pensions and secure financing
sources for universal social protection policies.

This Universal Social Protection brief was produced
by Fabio Durdn-Valverde and Tomas Barbero of the
ILO. It was reviewed by Rocco BUSCO of the
European Commission, Charles Knox-Vydmanov of
HelpAge, Isabel Ortiz and Valérie Schmitt of the ILO.
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