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Abstract

This paper provides updated regional and global estimates of the costs and financing gaps for tar-
gets 1.3 and 3.8 of the SDGs relating to social protection and health care in 2020 and projections of
incremental financial needs for reaching universal coverage in 2030. The paper analyses options for
filling these financing gaps in developing countries during the crisis and beyond using domestic and
external resources, including the strengthening and expansion of contributory systems. The analysis
incorporates the effects of the COVID-19 pandemic. The paper considers five policy areas of the so-
cial protection floor (SPF): children; maternity; disability; old age; and health care. Findings are further
grouped by geographical regions and country income groups. The paper also estimate the financing
gap of contributory systems - and therefore the potential fiscal space that could be created assuming
a potential increase in social security coverage or contribution rates or both. Finally, it provides a list
of fiscal space options, paying particular attention to options for raising revenues from social security
contributions and taxation and official development assistance (ODA).

JEL Classification: I3, H6, H53, H55.
Keywords: social protection, social security systems, social protection floors, child allowances, mater-
nity benefits, disability benefits, social pensions, social health protection, social security contributions,

public expenditure, fiscal space, domestic resource mobilization, official development assistance (ODA),
developing countries, Sustainable Development Goals (SDGS).

About the authors

Fabio Duran-Valverde is the Head of Public Finance, Actuarial and Statistic Unit of the Social Protection
Department of the International Labour Organization. He is a Social Protection Economist with more
than 30 years working in the field of social protection and an international expert with activities in more
than 40 countries in Latin America and the Caribbean, Africa and Asia. Main work areas include pub-
lic finance for social protection, actuarial science, statistics, social security administration, pensions,
health economics, social spending, informal economy and poverty. He is the author of specialized
publications on social protection, health economics, actuarial studies, pensions and social spending.

Taneem Muzaffar is a Social Protection Economist currently working as a consultant for the International
Labour Organization (ILO). He also worked as a public finance economist in the Social Protection
Department of the ILO. He is one of the co-authors of the Fiscal Space Handbook published by the ILO
and UN-Women. Prior to joining the ILO, he worked as an academic staff in several universities in
Bangladesh and Australia. He received his academic training in Economics and Finance in Australia
(PhD) and the United Kingdom (MSc). His research articles have been published in journals such as The
World Economy, Studies in Nonlinear Dynamics and Econometrics, International Review of Financial Analysis,
and Journal of Forecasting.

José Francisco Pacheco-Jiménez has an MA in Development Economics from the Institute of Social
Studies in The Hague (Netherlands). He was the Vice-Minister of Finance of Costa Rica (2014-2017) and
is currently a member of the Board of Directors of that country’s Central Bank. For almost 20 years,
he has worked as a consultant in more than 35 countries in the fields of social protection, health care,
poverty, education and public management, with particular emphasis on fiscal space, costing, public
financial management and related areas.

Hazel Elizondo-Barboza is an economist with a master's degree in Economics of Public Policy from
the Barcelona Graduate School of Economics (BGSE). She has more than 6 years of experience in areas
such as fiscal policy, education, health care and social protection. She has collaborated with organiza-
tions such as the Inter-American Development Bank (IDB), the ILO, UNICEF and UNDP, as well as with
African and Central American governments.

01



P ILO Working Paper

> Table of contents

Abstract 01

About the authors 01

Acronyms 04

Executive Summary 06

Key results 07

Foreword 10

» 1 Introduction 1

P 2 Objectives and methodology 14

Objectives 14

Methodology 14

Methodological considerations 15

Projections and estimations of parameters 16

Cost estimates 17

Financing gap analysis 17

Fiscal space analysis 17

The model 18

Programme/benefit-specific considerations 19

Data and sources of information 20

P> 3 Main trends in social protection coverage and spending 22

Social protection coverage patterns 22

Trends in social protection expenditures 24

P> 4 Cost analysis and financing gap estimates 27
Costing the package of social protection benefits, including health care, under universal

coverage in 2020 27

Estimating the financing gaps for achieving universal coverage of SPFs in 2020 30

Incremental financing needs under progressive universal coverage from 2020 to 2030 31

02



P ILO Working Paper

> 5 Assessing financing gaps in contributory systems 34
> 6 Domestic and international financing efforts in response to COVID-19 37
P> 7 Fiscal space options for closing the financing gaps 40
Fiscal space creation is feasible even in low-income countries 40
Assessing taxation and ODA for closing the financing gap 45
Taxation 45

Role of ODA 46

> 8 Main findings, conclusions and the way forward 48
Main figures and findings 48
Moving from general strategies to specific policies and actions 50
Concrete actions for discussion at the level of national governments and with social partners 50

Annex 52
References 58
International statistics and data sources 60
Acknowledgements 62

03



P ILO Working Paper

>

Acronyms

ABND assessment-based national dialogue

ADB Asian Development Bank

ASPIRE Atlas of Social Protection Indicators of Resilience and Equity
DAC Development Assistance Committee

ECLAC UN Economic Commission for Latin America and the Caribbean
GDP gross domestic product

GFS Government Finance Statistics

GNI gross national income

IFIs international financial institutions

ILO International Labour Organization

IMF International Monetary Fund

ISSA International Social Security Association

LAC Latin America and the Caribbean

LICs low-income countries

LMICs lower-middle-income countries

ODA official development assistance

OECD Organisation for Economic Co-operation and Development
PPP purchasing power parity

R&D research and development

SDGs Sustainable Development Goals

SDSN Sustainable Development Solutions Network

SPF social protection floor

SPF-I One-UN Social Protection Floor Initiative

SSI ILO Social Security Inquiry

UN United Nations

UNDP United Nations Development Programme

UNICEF United Nations Children's Fund

04



P ILO Working Paper

VAT
WB

WHO

value-added tax
World Bank

World Health Organization

05



P ILO Working Paper

>

Executive Summary

This paper provides updated regional and global estimates of the costs and financing gaps for targets
1.3 and 3.8 of the SDGs relating to social protection and health care, which incorporate the effects of
the COVID-19 pandemic. It analyses a number of options for filling the financing gaps in developing
countries during the crisis and beyond using domestic and external resources. The paper considers
five policy areas of the social protection floor (SPF): children; maternity; disability; old age; and health
care. It estimates the coverage gaps for each area; the cost of providing universal coverage; the total
financing gap for achieving universal coverage in 2020; and the annual incremental financing needs
to progressively achieve universal coverage between 2020 and 2030. The estimates incorporate the
effects of the COVID-19 pandemic on the financing gaps for both social protection and health care in
2020 and, to a lesser extent, its projected effects in 2021.

In addition to measuring the cost and financing gap for the elements of an SPF as part of the non-con-
tributory social protection system, the paper presents the 2019 estimates? of the financing gap in con-
tributory systems in order to reveal the potential fiscal space that could be created assuming a poten-
tial increase in social security coverage or contribution rates or both beyond the crisis period.

Finally, the paper provides an account of resource mobilization options for domestic and international
efforts during the pandemic, as well as a list of fiscal space options that could be available in normal
times, paying particular attention to options for raising revenues using taxation and official develop-
ment assistance (ODA). It also highlights that, for low-income countries, it might be difficult to close
the financing gaps in domestic resources by 2030, which suggests the need for a global and solidari-
ty-based response to complement national financing efforts.

The study draws on the latest data available from developing countries and territories, which are classi-
fied into three income groups using the World Bank’s country classification, as well as regional groups
according to the International Labour Organization (ILO) regional classification.

1 Based on Duran-Valverde et al. (2019).
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Key results

1. Coverage rates by country-income group. Upper-middle-income countries show about 90 per

cent coverage of older persons aged 65 or over, while coverage is as low as 33.8 per cent for disa-
bility and somewhat higher at 53.6 per cent for maternity. Among lower-middle-income countries,
the best-performing policy area is health care, which covers 53.3 per cent of the population, while
disability benefits cover only 8.6 per cent of persons with severe disabilities. Finally, low-income
countries present very low coverage rates across the board, with disability having the lowest cov-
erage (1 per cent) across all regions and benefit types. Only about 15 per cent of the elderly receive
a pension in low-income countries. About 41.3 per cent of the population in low-income countries
are covered for health care expenses (WHO and World Bank, 2017).

. The cost of an SPF comprised of five benefit areas. * In addition to updating the 2019 esti-

mates for the four social protection areas (children, maternity, disability and old age), the esti-
mations of this paper also include the costs and financing gaps for health care. The estimations
on health protection are based on Stenberg et al. (2017), which uses World Health Organization
(WHO) methodologies and databases. The updated cost of the universal package comprised
of four social protection areas (children, maternity, disability and old age) is estimated at
US$1,040.8 billion in 2020, of which US$991.3 billion represents the cost of providing the ben-
efits and the remainder the administrative costs. This cost, including the administrative cost,
is estimated at 3.3 per cent of the GDP of the 134 developing countries included in the study.

For the four social protection areas:

e By geographic region, the regions representing the highest costs are Latin America and the
Caribbean, Eastern Asia and Eastern Europe. The cost in these three regions amounts to US$
577 billion or 55.4 per cent of the total cost.

e By benefit area, 55.2 per cent of the total cost derives from old-age benefits, followed by disa-
bility benefits at 18.9 per cent.

e By country-income group, costs range from US$41.9 billion for low-income countries to US$757.9
billion for upper-middle-income countries.

e In GDP terms, the cost is estimated at 8.5 per cent of GDP for low-income countries, 3.4 per
cent for lower-middle-income countries and 3.2 per cent for upper-middle-income countries.

For health care, the universalization cost is estimated at US$1,436.6 billion, which rep-
resents 4.6 per cent of the GDP of the 131 developing countries included in the study.

For health care:

e By geographicregion, two regions stand out with respect to the total cost of universal provision
by 2020 - Eastern Asia at US$601.2 billion (41.8 per cent of the total cost of health care) and Latin
America and the Caribbean at US$276.8 billion (19.3 per cent of the total cost of health care).

e By country-income group, more than 75 per cent of the total cost is attributed to upper-mid-
dle-income countries, while 20.2 and 3.3 per cent, respectively, is attributed to lower-middle-in-
come countries and low-income countries.

e Interms of GDP, the cost is estimated at 9.7 per cent of GDP for low-income countries, 4.1 per
cent for lower-middle-income countries and 4.6 per cent for upper-middle-income countries.

. The financing gap in providing universal coverage of the SPF in 2020. Considering the impact of the

COVID-19 crisis, the estimated financing gap in 2020 to achieve universal coverage of the SPF (including
health care)is US$1,191.6 billion or 3.8 per cent of the GDP of the developing countries considered in the
study. More than 60 per cent of the gap (US$750.8 billion) corresponds to the share of upper-middle-in-
come countries, about 30 per cent (US$362.9 billion) to lower-middle-income countries and 6.5 per
cent (US$77.9 billion) to low-income countries. This is partly explained by the composition of the set of
countries included in the study, of which low-income countries represent a smaller share of the total

The study considers only five benefits, although social protection floors can also include more benefits, such as survivor’s
benefits, employment injury, unemployment benefits and so on. The ILO’s Social Protection Floors Recommendation, 2012
(No. 202) recommends that the SPF should be nationally defined.
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number of developing countries than the other country-income groups. Differences in the amounts
of benefits in countries in different country-income groups are an additional explanatory factor.

Separately, the gap in the four areas of social protection (children, maternity, disability and old age)
for the purpose of this study reaches US$707.4 billion, which represents 2.2 per cent of GDP for
the developing countries included in the study. In other words, the COVID-19 crisis has contribut-
ed to increasing financing needs from 1.6 per cent of GDP based on the 2019 estimates to 2.2 per
cent in less than a year (a net increase of US$ 180 billion, most probably due to an increase in the
needs for social protection and insufficient investments to meet these additional needs). With re-
spect to health care, following Stenberg et al. (2017) based on WHO methodologies and databases
(2017), the effort needed to close the gap by 2020 reaches US$484.2 billion or 1.5 per cent of GDP.

. The incremental financing needs for progressive universal coverage between 2020 and
2030. The entire financing gap to ensure universal coverage cannot be filled immediately since
many countries do not yet have comprehensive national social protection systems in place
to be able to provide an SPF for all. It will require several years to build capacities and institu-
tions, register people and organize the payment of benefits. Therefore, the financing needs
will progressively increase as systems mature. Assuming that universal coverage of the SPF
(including health care) will be achieved progressively over the period 2020-2030, the annu-
al financing need is estimated at US$769.0 billion in 2020 and at US$781.0 billion in 2021.

The current estimate has therefore increased significantly compared to 2019 estimates. From 2022
onwards, the incremental need will grow progressively until 2030, when it will reach US$1,200.7 bil-
lion. In relative terms, low-income countries will require a greater proportion of their GDP to cover
the additional financing needs. For example, by 2030 the incremental financing need will reach 11.5
per cent of GDP for low-income countries, 3.2 per cent for lower-middle-income countries and 1.7
per cent for upper-middle-income countries. At the beginning of the period, the incremental annu-
al financing needs for the four social protection areas (children, maternity, disability and old age)
represent 1.56 per cent of GDP in developing countries. By 2030, they will represent 1.32 per cent
of GDP. With respect to health care, these needs will increase from 0.88 per cent of GDP in 2020 to
0.87 per centin 2030. These needs follow an inverted “U” shaped pattern, which is influenced by the
assumptions based on Stenberg et al. (2017) and an increase of 14.6 per cent in health expenditure
in 2020 for the set of countries included in the study due to the COVID-19 effect.

. The social protection financing gap in contributory systems and potential fiscal space. Globally,
before the COVID-19 crisis, social security contributions represented 5.1 of the GDP of the develop-
ing countries. If all countries that are currently below the expected average coverage/contribution
trends were to raise their contributions to the expected level, it could reach 6.3 per cent of GDP.
The expected netincrement in fiscal space creation through this channel would be a gain of 1.2 per
cent of GDP, which appears to be an achievable goal over the next ten years.

. Domestic and international financing efforts in response to the COVID-19 pandemic. In terms
of domestic efforts to respond to the COVID-19 crisis, approximately US$10.6 trillion have been mo-
bilized as of 3 September 2020 to 196 countries. Based on data from 53 countries, on average 54
per cent of commitments have been allocated to health care and social protection. However, most
of these fiscal responses have taken place in high-income countries, whereas only 0.06 per cent of
the total resource envelope has been mobilized in low-income countries. In terms of international
efforts, as of 3 September 2020, an amount of up to US$126.6 billion has been effectively approved
and allocated to support countries in the area of social protection and health care. Although this
resource contributes to mitigating the effects of the COVID-19 crisis, it appears to be insufficient,
so far, to cover the estimated total financing gap in 2020 for developing countries of US$1,191.6
billion for social protection and health care.

. Assessing taxation and ODA options for closing the social protection financing gap. The glob-
al tax burden in 2018 is estimated at 11.1 per cent of GDP. On average, based on pre-COVID-19
estimates, the universal SPF (excluding health care) financing gap in 2019 represented 13.5 per
cent of the total tax collection - or 45.0, 16.3 and 13.0 per cent, respectively, for low-income, low-
er-middle-income and upper-middle-income countries. Financing the SPF from taxes in low-income
countries is therefore unlikely. In countries with limited capacity to generate domestic resourc-
es, external assistance will therefore be required to complement national efforts to create fiscal
space. While the SPF financing gap in 2019 is estimated at 1.6 per cent of GDP, the total ODA allo-
cation to developing countries (included in the study) was 0.3 per cent of GDP in 2017. Therefore,
the current level of ODA is insufficient to meet the financing needs identified by the 2019 study.
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The need for additional and more stable sources of financing for development is not new but has
been further reinforced by the current crisis. However, in the current context, many countries may
face difficulties in providing development assistance in light of the domestic challenges they are
facing. Nevertheless, countries that are members of the Development Assistance Committee (DAC)
of the Organisation for Economic Co-operation and Development (OECD) should live up to their
0.7 per cent ODA target, while ODA for social protection, which represented only 0.0047 per cent
of the GNI of OECD/DAC countries in 2017, should be increased. Furthermore, there is a clear need
for a renewed political and financial mobilization and a stronger coordination of programmes and
sources of finance to invest more and better in social protection, through a global and solidari-
ty-based response.

Social dialogue is important for identifying needs, policy priorities and ensuring the smooth imple-
mentation of any reforms in social protection. Experience has shown that policy decisions on social
protection reforms usually have a long-lasting effect on the country’s national budget, as well as on
employers' and workers' contributions to the system. In many countries, therefore, governments do
not take such decisions in isolation; rather, they seek support from the full range of political parties
in order to ensure that decisions are politically sustainable and that social dialogue (consultations) is
undertaken with relevant stakeholders, including employers’ and workers' organizations, in order to
ensure a better understanding and acceptance of their decisions. More dialogue between ministries
of labour and social partners, together with ministries of finance, is needed to increase understand-
ing and develop a common road map to invest more and better in social protection. These national
dialogues should also be supported by increased coordination between development partners and
international financial institutions.

In terms of meeting financing needs, the challenge is much greater for low-income countries, both in
terms of the relative cost to them and their relative fiscal and administrative capacities. This situation
must be considered as a critical factor in the formulation of a specific development assistance poli-
cy. Significant financial assistance for starting up and temporarily financing benefits could be a feasi-
ble option for addressing the SPF gap in low-income countries with limited domestic capacity, along
with reforms in the global economic and financial architecture to support and enable national efforts
to achieve domestic resource mobilization for building national social protection systems and floors.
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Foreword

Social security is a human right but it is not yet a reality for millions of people around the world. Only
45 per cent of the global population is effectively covered by at least one social protection benefit, while
the remaining 55 per cent - as many as 4 billion people - are unprotected. This global estimate hides
regional differences, with the highest coverage gaps in Asia and Africa. It also hides significant other
inequalities in terms of income group, rural/urban location, gender and other labour market status.

Extending social protection coverage is a matter of urgency in order to eradicate poverty, reduce ine-
quality, facilitate access to health care and education, promote gender equality and achieve decent work
for all. That is why closing the social protection gap lies at the heart of the 2030 Agenda for Sustainable
Development. In particular, target 1.3 of the Sustainable Development Goals (SDGs) urges countries to
“lilmplement nationally appropriate social protection systems and measures for all, including floors ...".

SDG targets 1.3 and 3.8 can be achieved by the establishment in all countries of social protection floors
defined as a national set of basic social security guarantees. Social protection floors comprise access
to essential health care and income security across the life cycle. Income security can be achieved by
providing those who have been affected by a loss of income with child benefits and family allowances;
maternity/paternity/parental and unemployment benefits; employment injury insurance; sickness and
disability benefits; and old-age and survivors’ pensions.

Today countries spend on average 10.7 per cent and 7 per cent of their gross domestic product (GDP)
on public social protection and health care, respectively, although this level of global investment hides
significant regional differences. Public social protection expenditure (excluding health protection) is
estimated to be higher in Europe and Central Asia (17 per cent of GDP) than in Asia and the Pacific
(7.3 per cent) or Africa (3.4 per cent). Public expenditure on health care stands at 6.3, 3.9 and 2.6 per
cent of GDP in Europe and Central Asia, Asia and the Pacific, and Africa, respectively, demonstrating a
similar regional disparity. Closing the coverage gap will require additional investments which can and
should be achieved by increasing the “fiscal space” for social protection, including health protection.

The International Labour Organization estimates that in low-income, lower-middle-income and mid-
dle-income countries, a social protection floor package, excluding health care, would cost 2.4 per cent
of their GDP on average. However, some of those countries have already established some of the
guarantees of a social protection floor. The present study aims to calculate the additional investment
that would be required to establish a social protection floor in all countries and meet SDG targets 1.3
and 3.8 by 2030. It also measures incremental financing needs to illustrate how existing gaps can be
closed progressively to achieve 100 per cent coverage by 2030. Finally, it analyses potential sources of
financing to create the necessary fiscal space.

The study is based on data obtained for 134 countries and territories around the world. However, the
global aggregate costing that is presented in this paper cannot replace the more fine-grained coun-
try-level costing and fiscal planning exercises that are urgently needed to meet the SDGs. National ef-
forts should be led by governments through national social dialogues with workers and employers'’
organizations and with the participation of civil society, academia, relevant United Nations agencies,
international financial institutions and other development partners. As the COVID-19 pandemic recedes,
it is all the more urgent that sufficient resources are mobilized in a fair and equitable manner to ena-
ble sustained investments in social protection systems that can protect everyone from future shocks.

It is our hope that this study will stimulate national and global action by all stakeholders to increase
and sustain the necessary investments that are needed by 2030 if we wish to make the right to social
security a reality for all.

Shahra Razavi

Director

Social Protection Department
International Labour Office

“Everyone, as a member of society, has the right to social security ..."”
Universal Declaration of Human Rights, Article 22.
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> ‘I Introduction

In September 2015, leaders around the world adopted the 2030 Agenda for Sustainable Development,
which envisages that by 2030 the world will have made significant progress towards sustainable de-
velopment and social, economic and environmental justice.

Social protection plays a central role in implementing the 2030 Agenda. Social protection contrib-
utes to ending poverty (SDG target 1.3); achieving healthy lives and well-being (SDG target 3.8); gender
equality (SDG target 5.4); decent work and economic growth (SDG target 8.5); and reducing inequality
(SDG target 10.4). Increased investments in social protection are necessary, as reflected in SDG target
1.a on resource mobilization and SDG indicator 1.a.2 on measuring public spending on social protec-
tion, health care and education. In particular, SDG target 1.3 calls on countries to implement “nation-
ally appropriate social protection systems and measures for all, including floors ...". In other words, it
calls on countries to achieve universal coverage and appropriate social protection for all. Furthermore,
SDG target 10.b urges for external financial assistance and calls on countries to “encourage official
development assistance and financial flows, including foreign direct investment, to States where the
need is greatest, in particular least developed countries, African countries, small island developing
States and landlocked developing countries, in accordance with their national plans and programmes”.

The ILO’s two-dimensional strategy on the extension of social protection provides a practical
pathway for countries to meet SDG target 1.3. According to the ILO's strategy, which was adopted
by the International Labour Conference in 2011, countries should at the same time pursue a “horizon-
tal” extension of social protection (ensuring that all people are covered with at least a basic level of so-
cial security defined as the SPF) and a “vertical” extension (ensuring that increasing numbers of people
have access to higher levels of protection).

Social protection should be universal, comprehensive, adequate and sustainable. The SPF is by na-
ture universal, which means that all residents and all children should be able to exercise their rights to
it. At the same time, the level of the floor cannot be minimalistic because, again under the ILO’s two-di-
mensional strategy, it should “secure protection aimed at preventing or alleviating poverty, vulnerabil-
ity and social exclusion”. Benefits should, therefore, be provided at a level that is deemed adequate to
live a life in dignity. In that sense, the SPF represents a more ambitious objective than merely alleviat-
ing poverty. Finally, protection should be provided not only for specific categories of people or at cer-
tain points in life but across the life cycle, which refers to the comprehensiveness of social protection.
According to the life-cycle approach reflected in ILO Social Protection Floors Recommendation, 2012
(No. 202), at least four guarantees should be included in all national SPFs: access to essential health
care, including maternity care; basic income security for children; basic income security for persons in
the economically active age category who are unable to earn sufficient income, in particular in cases
of sickness, employment injury, unemployment, maternity and disability; and basic income security or
pensions for older persons. The ILO Centenary Declaration for the Future of Work underscores that
universal access to comprehensive and sustainable social protection is necessary for the development
of its human-centred approach to the future of work.

Today 55 per cent of the world’'s population still live without any social protection. This massive
social protection gap is a real and daily threat to 4 billion people’s lives and well-being. Only one in
three children (35 per cent) benefit from child allowances that enable them to receive childcare, nu-
trition and education. Only 41 per cent of women with newborns receive maternity cash benefits that
provide them with income security during the critical first few months of life of their children. Only one
in five unemployed workers - or 22 per cent worldwide - receive unemployment benefits. Only 28 per
cent of people with severe disabilities receive disability benefits. Older persons are perhaps the least
disadvantaged of the four groups in terms of social protection, with 68 per cent of all persons above
retirement age receiving a pension; however, the levels of their benefits are in many cases insufficient.
In short, despite significant progress in the extension of social protection coverage, most people are
still left unprotected and therefore renewed efforts are needed to realize the human right to social
protection and achieve the SDGs.
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Universal social protection coverage is feasible in developing countries. At least 23 low- and mid-
dle-income countries have achieved universal social protection coverage for at least one social protec-
tion benefit (such as access to old-age pensions). However, in many cases such protection is not com-
prehensive and the levels of benefits are not adequate. The Global Partnership for Universal Social
Protection (USP2030) was launched in New York during the seventy-first session of the United Nations
General Assembly, on 21 September 2016, co-chaired by the ILO and the World Bank. It aims to stim-
ulate all countries to make significant progress towards achieving SDG target 1.3 and to mobilize de-
velopment aid around SDG target 1.3. Members of the USP2030 have agreed to promote five actions:
protection throughout the life cycle; universal coverage; national ownership; sustainable and equita-
ble financing; and participation and social dialogue. The United Nations, notably through the Social
Protection Floor Initiative, is supporting the achievement of SDG target 1.3 through joint program-
ming, technical assistance and resource mobilization.? Thirty-six United Nations country teams recent-
ly benefited from a US$72 million allocation from the Joint SDG Fund to support countries towards the
achievement of the SDGs on social protection.

To close coverage gaps, countries need to assess and close financing gaps. Progressive realization
of universal social protection by 2030 in the developing countries requires an understanding of (a) the
current coverage gaps in the different areas of social protection, (b) the total costs and annual incre-
mental financing needed to close those gaps and (c) the strategies required to find domestic and ex-
ternal resources to finance the additional spending needs. To identify the costs and financing require-
ments in different areas of the SDGs, a number of recent attempts have been taken, including within
the United Nations system, such as the Sustainable Development Solutions Network (SDSN) costing
and financing team and international financial institutions, including the International Monetary Fund
(IMF). Previous ILO initiatives have also tried to shed light on the affordability of basic social protection
in developing countries. Yet there is a lack of comprehensive analysis of the financing gap in social
protection that pays attention to both its components - social security contributions and non-contrib-
utory systems including social assistance - and provides a quantitative assessment to show how the
gap can be closed by the year 2030.

The paper by Duran-Valverde et al. (2019) fills the knowledge gap by (a) providing regional and
global estimates of the costs and financing gaps of SDG target 1.3 and (b) analysing several op-
tions to fill the financing gaps using domestic and external resources. Using a data set of 134 de-
veloping countries, the paper focuses on four policy areas of social protection (excluding health care):
children, maternity, disability and old age. For each policy area, it estimates the coverage gaps, the cost
of providing universal coverage and the total financing needs for achieving universal coverage (the SPF
financing gap). Social protection can be provided through contributory and non-contributory (often
financed through taxes and other government revenues or in certain cases through external grants
and loans) schemes. Therefore, in addition to considering measures for non-contributory schemes,
the paper assesses the amount of additional resources that could be generated by extending contrib-
utory schemes (i.e. social insurance). It also analyses the potential for creating fiscal space to achieve
universal coverage by 2030 through other strategies, including from domestic and external resources.

This paper is an updated version of the working paper by Duran-Valverde et al. (2019) that aims
to address the need to revisit the financing gaps in social protection, including health care, as
a result of the COVID-19 pandemic. The pandemic presents a public health challenge and has had
severe economic and social impacts, making it even more challenging to achieve the SDG targets and
showing that social protection systems are an indispensable part of a coordinated crisis response.
Countries with strong health and social protection systems can react quickly by expanding and adapt-
ing existing protection mechanisms. As of 1 September 2020, 1,407 social protection measures have
been announced by 208 countries in response to the COVID-19 crisis, about 24 per cent of which (334)
are related to unemployment and job protection.

3 See United Nations, “The Social Protection Floor Initiative (SPF-I)”.
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The paper provides new estimates for five policy areas (children, maternity, disability, old age and
health care) of social protection, taking into account the effects of the COVID-19 pandemic. It is or-
ganized into seven sections. Section 2 explains the objectives and methodology of the paper and pre-
sents the sources of data. Section 3 describes the main trends in global and regional social protection
coverage and patterns of social protection financing. Section 4 presents the analysis and results of the
estimates of the costs and financing gaps of the five social protection areas considered in this study.
Section 5 provides an assessment of the additional resources that could be generated from contribu-
tory systems by extending social insurance. Section 6 reviews the domestic and international financ-
ing efforts that have been mobilized in response to COVID-19 pandemic. Section 7 discusses potential
fiscal space options for closing the social protection financing gaps. Finally, section 8 summarizes the
key findings and provides conclusions and concrete actions to chart a way forward.
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> 2 Objectives and methodology

This section presents the main objectives of this study and the methodology applied to estimate the
coverage gaps and global costs of an SPF consisting of a package of benefits representing SDG tar-
gets 1.3 and 3.8; the total gap in financing the coverage of such an SPF, including health care; and the
annual incremental financing needs that would be required to fill that gap over the period 2020-2030.
The exercise calculates the additional resource needs that the COVID-19 pandemic would represent to
social protection and health care interventions in the different regions and income groups. The sourc-
es of data used in the estimates are also indicated in this section.

»  Objectives

The main objective of the study is to provide updated estimates of the gaps in social protection and
health care coverage and financing for achieving SDG targets 1.3 and 3.8 of the 2030 Agenda, taking
into account the effects of COVID-19 pandemic.

Specific objectives include:
1. To identify the coverage gaps in non-contributory systems for a selected number of social protec-
tion policy areas that provide income security benefits for children, maternity, disability and old age.

2. To measure coverage gaps in the provision of health care services.

3. To measure the cost of providing an SPF comprised of the selected package of benefits mentioned
above, including health care.

4. To assess the current allocation of resources to finance social protection programmes.

5. To measure the total global and regional costs of a selected SPF package and estimate the mag-
nitude of the additional resources needed to close the social protection financing gaps by 2030.

6. To measure the financing gaps of contributory systems.

7. To analyse and discuss the potential fiscal space that could be created using domestic and exter-
nal resources.

»  Methodology

Assessing the financing gap for achieving the SPF, including health protection, raises a number of con-
ceptual, methodological and practical challenges.

A practical exercise like the one attempted in this study requires moving from a theoretical definition
to an operational one of what types of benefits should be included as a part of the SPF. In addition, the
exercise implies decisions on the benefit levels of the different policy areas in order to make it possi-
ble to work with a base that is comparable across the countries and territories included in the study.
The third type of challenge relates to the availability of information on the coverage, financing and ex-
penditures of social protection programmes. Despite significant progress in building national capaci-
ty to generate data on social protection, many countries lack the necessary data. Such a lack of data is
particularly severe in low-income countries. Finally, the COVID-19 pandemic is still prevalent and con-
sequently its expected impact on the level of spending on social protection and health care initiatives
is still based on data that are subject to continuous change.

Given those circumstances, this estimation of the financing gap of a social protection floor comprises
several steps, which are discussed below.
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Methodological considerations

The methodological considerations require a number of assumptions and decisions to be made to
overcome the challenges mentioned above.

A key initial decision involves defining the potential beneficiary population and specifying the type and
size of benefits that would be granted to the different beneficiary groups. Another key issue to resolve
is how to move from a conceptual definition to an operational one that can be captured in a quantita-
tive model, which is explained as follows.

1. Four categories of social protection benefits are selected for the social protection floor package:
benefits for children, maternity and disability benefits and old-age benefits. In addition, the anal-
ysis includes health care.

2. For children, the analysis considers children aged between 0 and 5 years. The maternity benefit is
considered for women aged 15-49 with newborns and the number of beneficiaries is calculated
based on the observed country-specific fertility rates. For disability benefits, the study only consid-
ers persons with a severe disability, on the assumption that participation in employment may be
challenging and may require specific support such as transportation allowances; the size of the el-
igible population is obtained from country-specific disability estimates from the WHO's Estimated
Years Living with Disability database. For old age, the potential beneficiary population includes per-
sons aged 65 years and over. Finally, for health care, coverage would be for the entire population.

3. Benefit rates are defined as equivalent to national poverty lines or a proportion of them. For chil-
dren, the benefit is defined as 25 per cent of the national poverty line - a lower percentage applied
to children compared with adult household members in order to reflect differences in consump-
tion levels (Ortiz et al., 2017b; OECD, 2011). For maternity, the cash benefit is set at 100 per cent of
the national poverty line during four months around childbirth to protect the critical period when
mothers and newborns are most vulnerable. For disability and old-age pensions, the amount of the
benefit is 100 per cent of the national poverty line.*

4. Health care services differ in terms of the definition of the benefit. According to Stenberg et al.
(2017),° health care corresponds to the provision of four service delivery platforms:

a) policy and population wide interventions;
b) periodic schedulable and outreach services;
c) first-level clinical services; and

d) specialized services.

The assumptions and estimations of this paper are also based on the work of Stenberg et al. (2017),
who estimate per capita costs and health care financing needs for 67 countries and four platforms
of services (policy and population wide interventions; periodic schedulable and outreach services;
first-level clinical services; and specialized care). The authors consider two scenarios - the progress
and the ambitious scenario - where the difference between the two is the level of achievement of
the SDG health care targets by 2030. This paper uses the results of the ambitious case. A U-shaped
curve is observed in the path of total and per capita costs in Stenberg et al. (2017). This behaviour is
due to the assumption that core investments in human resources and infrastructure may take time
to consolidate and to be effectively implemented. In the case of human resources, for instance, it
may take five years to graduate trained medical doctors and nurses, while infrastructure projects
require some initial design and planning before construction can commence. Stenberg et al. (2017)
assume that the most important investments would be done in the middle of the 2016-2030 peri-
od covered in the analysis. The available data on per capita incremental financing needs to close
the basic health care coverage by 2030 come from Stenberg et al. (2017), who use the databases
of WHO. The cost of the public health package, consequently, refers to the sum of the public per
capita spending in 2020 plus the incremental needs as previously mentioned.

5. The estimations cover the period 2020-2030, on the assumption that, by 2030, the five policy areas
included in this study will achieve universal coverage for the respective population groups. There

4 The authors acknowledge that monetary poverty for persons with disabilities is largely underestimated because the com-
monly accepted poverty measurement based on poverty line does not always take disability-related costs into account.
5 See Stenberg et al. (2017), table S4.
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is an additional scenario that estimates the financing needs of achieving universal coverage in so-
cial protection and health care in 2020.

6. Financing effects of the COVID-19 pandemic on social protection systems, including health care, are
incorporated for the years 2020 and, to a lesser degree, in 2021. Although the impact of the crisis
is still ongoing and subject to continuous change, the exercise provides initial estimates based on
reported figures from a set of countries and their policies in terms of increases in benefits, incre-
ments in health care budgets and the number of potential beneficiaries.

7. Only developing countries and territories are included in the study. For the purpose of this study's
analysis, countries are classified by geographic subregion and by country-income level. From a
geographic point of view, each country was categorized using the ILO regional classification (see
ILO, 2017); of the 12 regions defined, the study utilizes 11 regions since 1 of the regions (Northern
America) only includes high-income countries. From the point of view of income, each country or
territory was classified under the country-income classification of the World Bank, which catego-
rizes countries by gross national income (GNI) per capita as follows: low-income, US$1,025 or less;
lower-middle-income, US$1,026-3,995; upper-middle-income, US$3,996-12,375; and high-income,
US$12,376 or more.

Projections and estimations of parameters
For projecting costs and financing gaps, five variables are critical, as set out below.

First, coverage rates were assumed to be 100 per cent in 2030 for each country. Therefore, the annual
path to universal coverage in social protection and health care was assumed to be the difference be-
tween that eventual 100 per cent and the existing effective coverage rate, divided by 9 (the number
of years between 2022 and 2030, both inclusive). The covered population for each year is the result of
multiplying the coverage rate of each year by the potential population to be covered in the year. Due
to the COVID-19 effect, the coverage rates for years 2020 and 2021 are considered to remain at the
levels of 2019 but with the addition of 15 and 7.5 points, respectively. The rationale for the assump-
tion of a 15-point increase in the coverage rate in 2020 is based on the observations of the ILO Monitor
on Social Protection Response to the COVID-19 Crisis, which note an increased effort by countries in dif-
ferent regions. However, the study projects that the heightened effort due to COVID-19 would be re-
duced by half in 2021 and therefore assumes a 7.5-point increase relative to the 2019 coverage rate.

The second variable of importance was the amount of the benefit, as proxied by adjusted national pov-
erty lines in the case of social protection interventions. As noted above, poverty lines in United States
dollars are assumed to maintain their real value during the period of analysis. With respect to health
care, the exercise makes use of the results of Stenberg et al. (2017), as already mentioned. The incre-
mental per capita financing needs of 2030 (when universal coverage is achieved) is brought to 2020
in present value terms.

Third, to calculate the estimated cost in GDP terms at the beginning of the projection period, the data
on GDP for the year 2020 was taken from the IMF. For the remaining years, the nominal GDP was pro-
jected by applying the average real GDP growth rate observed in the last 8-10 years, depending on
country data availability. In some specific cases, that average rate was calculated considering the spe-
cific country’s conditions observed in the past decade. For example, some countries have experienced
periods of negative rates punctuated by a few years of positive rates; in such cases, the average rate
was calculated taking into account only the positive growth rates. The use of real rates instead of nom-
inal rates follows the same principle of the poverty line to avoid introducing inflationary effects in the
projections.

Fourth, for administrative costs, a rate of 5 per centis applied to total cost of providing benefits for four
of the five policy areas included in this study. That assumption is based on the experiences of a num-
ber of universal and targeted social protection programmes around the world. A previous ILO study
assumed 3 per cent administrative costs for all universal benefits (for a detailed explanation, see Ortiz
et al.,, 2017b, Annex I). This study assumes a slightly higher administrative cost of 5 per cent, given
that non-contributory schemes usually entail high initial set-up costs and the need to procure assets
to support delivery in developing countries. In addition, it is also assumed that in developing countries
it takes time to gain from economies of scale and thereby reduce administrative costs.
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Finally, the fifth variable of importance is the COVID-19 effect. The exercise reviews information on in-
creases in social protection coverage, benefits and expenditure in response to the COVID-19 pandemic
obtained from the ILO Monitor on Social Protection Responses to the COVID-19 Crisis. Based on observa-
tions for a set of 15 countries from different regions, it estimates the expected average growth of social
protection benefits and beneficiaries in 2020. Overall, the study applies a 28.2 per cent increase in pov-
erty lines and 15 additional points in coverage to the number of beneficiaries in 2020 relative to 2019.
For 2021, the study assumes that this heightened effort due to COVID-19 would be reduced by half,
that s, it assumes 7.5 additional points relative to the 2019 coverage. In the case of health protection,
the additional resources were the result of applying a 14.6 per cent increment of the projected public
health per capita spending in 2020, which is multiplied by each country population. The 14.6 per cent
increment is a simple average of the expected health expenditure increases, based on an observation
from a set of countries taken from the ILO Monitor on Social Protection Responses to the COVID-19 Crisis.

Cost estimates

Individual costs per benefit area are estimated using two indicators - the total monetary cost of the
benefits package and the total cost as a percentage of GDP. The total cost is calculated by multiplying
the desired benefit amount for the respective social protection policy areas by the potential covered
population, according to the coverage rate of each year and country. The total cost of social protec-
tion benefits, for each region and income group, is calculated by adding up countries’ costs for each of
the four benefits. That procedure applies to both monetary estimates and estimates as a proportion
of GDP. For health care, the analysis applies a different methodology that consists of multiplying the
expected beneficiary population by the incremental per capita financing needs. The COVID-19 factor
is added to cost estimates for 2020 and 2021.

Financing gap analysis

The assessment of the financing gap considers the difference between two components: (a) the pro-
jected cost of the four social protection benefits per region and country-income group, expressed in
monetary and GDP terms in the relevant year; and (b) the baseline expenditure or the social assistance
expenditure for each region or country-income group in 2019. It is assumed that, in the absence of
universal coverage, the baseline will maintain its per capita value during the period of analysis. The fi-
nancing gap consists, therefore, of the difference between the cost of the four social protection ben-
efits considered in the estimations and the baseline spending on social assistance. It is important to
highlight that, due to the COVID-19 effect, the exercise assumes a 21.9 per centincrement in social as-
sistance spending in 2020 (based on the observations made by the ILO Monitor), which subsequently
declines by 50 per centin 2021 (assuming that the COVID-19 effect dissipates). The study assumes that
in 2022, countries will revert to the level of social assistance spending (in GDP terms) that prevailed in
2019. From 2022 to 2030, this initial value is adjusted to keep the same per capita value.

As noted above, the gap for health care is equivalent to the multiplication of the per capita incremen-
tal value by the beneficiary population, supplemented with a COVID-19 factor.

Fiscal space analysis

The last step takes the results of the previous stage and evaluates the possibilities for regions/coun-
try-income groups to finance the gap from different sources. It records the financing efforts taken by
individual countries and international financial institutions in response to the COVID-19 crisis. It also
presents the two alternative options that are considered in Duran-Valverde et al. (2019) - taxation and
ODA, before the pandemic. The first option shows how domestic resources can be mobilized, which is
a fundamental element of the strategy to create comprehensive and sustainable social protection sys-
tems, including social protection floors. The second option takes into account situations in which do-
mestic fiscal capacity is insufficient and international aid is needed. The study also presents the exercise
on social security contributions provided by Duran-Valverde et al. (2019), which assumes that countries
with coverage rates and contribution rates below their expected average will experience an increase
in coverage and contribution rates over the medium term until they reach the averages of countries
with the same level of per capita income. However, decisions in that regard should be taken only after
consultations have taken place between governments and social partners, given that a participatory
approach is the most promising way to obtain necessary support in the implementation and roll-out
of new policy measures that affect employers and workers to a significant extent.
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The model

The construction of the model for estimations is carried out in three stages. First, the Cost of a Universal

Social Protection Benefit for the four income protection benefits is calculated. This represents the op-

timal situation of universal coverage at the desired level of benefits. The Financing Gap is then calcu-

lated, defined as the difference between the total cost of a universal SPF benefit and the current total

expenditure on social assistance in 2020. Finally, the Incremental Financing Needs are measured. This

represents the amounts associated with progressively increasing coverage to meet the goals to be

achieved between 2020 and 2030. The formulation is detailed below.

The Cost of a Universal Social Protection Benefit for the four benefit areas (excluding health care) is: *
CUCf,j.t = PCPf,j,f*B_'Af,j,f-I—ADM/,j.f

Where,

CUCi,j.t stands for the cost in monetary terms of the universal benefit

PCP; j ¢ is the Potential Covered Population (100 per cent for universal coverage)

BA i,jt is the desired average benefit amount, and

ADM; ; trepresents the administrative costs of running the programme.

The aggregated Financing Gap for the four social protection policy areas considered in this study cor-

responds to the difference between the cost of achieving universal coverage and the baseline level of
social assistance expenditure in each period.

FG/Et= ZCUCI.j.t — CEXPsocial assistancejvt
i

—_— Baseline expenditure
Universal coverage

Where,

CEXPsocial assistance; ; is the baseline of expenditure on social assistance in the period t. The base-
line is adjusted every year in relation to each year’s population growth rate (pgr) of the period in order
to keep constant its value in per capita terms:

CEXPsocial assistance; ; = CEXPsocial assistance;; * (1 +pgr, t)

The Incremental Financing Needs of a social protection benefit or programme in order for it to move
from its current level of coverage to that needed for achieving universal coverage in 2030 is calculat-
ed by subtracting the baseline expenditure from the projection of the incremental expenditure (/E;, j¢)
associated with the desired target coverage rate in each year. The target coverage rate is assumed to
evolve linearly to reach 100 per cent by 2030.

IE," f,f= PCPi,j,t *tCOV,"]"t*B_A,"j't +ADMi,j.t
Where,

IE; j t is the incremental expenditure associated with the target coverage rate

tcovjj ¢ is the target coverage rate every year.

6 For this methodological section, the sub-index i corresponds to the programme or social protection benefit, the sub-index j
stands for geographical region and the sub-index t for time.
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To close the coverage gap so that the region achieves universal protection by 2030, the coverage rate
would need to be annually adjusted by

0 100% — cov;j ¢,
T (2030 — t,)

Where,

6; is the level of annual adjustment (in percentage points) of the coverage rate necessary to achieve
universal coverage by 2030

t; refers to the year for which latest data on effective coverage is available, which is considered as the
start year for the projections for universal coverage

BA i,jt as mentioned above is the desired average benefit amount, which may also be understood as a
desired level ([3,-) of replacement rate with respect to the national poverty line PL; ;.

BAi,j,t= Bi *PLj,f
Therefore, the Incremental Financing Needs results from the following expression:

IFN ;= Y IE;;+ — CEXPsocial assistance;
i

— Baseline expenditure
Coverage

Given the particular parameters and data availability that this paper utilizes for health care estimations,
the basic equation would differ from the ones described above. Therefore, to estimate the health care
incremental financing needs of the 2020 universal coverage scenario, the mathematical expression
was synthetized as follows:

ACostgysersal = (IncrementalPVcapitaj2030 + PHEcapitaj2020 * cov2020) * Population

Where Incremental PV refers to the present value of the 2030 per capita incremental financing need
estimates, as per the calculations of Stenberg et al. (2017) based on WHO methodologies and databas-
es (2017). The value for the COVID-19 financing demands parameter, cov2020, was estimated at 14.6
per cent of the projected 2020 public per capita health care spending (PHEcapitajzozo). To obtain this
last figure, the exercise linearly applied the average 2013-2017 public per capita health care expend-
iture growth rate to the 2017 level.

Programme/benefit-specific considerations

Given the heterogeneity of the programmes involved in the exercise, it is important to adjust the equa-
tions mentioned above to generate social protection benefit-specific calculations. Such adjustments
should include the specific beneficiary populations to be covered and the dynamics of the path to uni-
versal coverage (scenarios based on hypotheses of how to close the coverage and financing gaps grad-
ually over time), depending on the starting point.

In the case of protection for children, the specific desired benefit level B_, is usually lower than 1 as it
reflects age-adjusted needs that in many cases vary according to age group, such as lower calorie con-
sumption needed for children aged 0-5.

For maternity, the specific desired benefit level B_, is usually lower than 1 because the benefit is paid
for only a part of the year, that is to say, 14 weeks (3.5 months) in line with Article 4 of the Maternity
Protection Convention, 2000 (No. 183).
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For maternity, the specific desired benefit level B_, is usually lower than 1 because the benefit is paid

for only a part of the year, that is to say, 14 weeks (3.5 months) in line with Article 4 of the Maternity
Protection Convention, 2000 (No. 183).

> Data and sources of information

The data on a set of variables have been collected to produce estimates using the model and perform
additional calculations. The following list specifies the data collected:

e National poverty line by country. The data were obtained from the World Bank's World Development
Indicators and national sources such as central banks and national statistical offices. Each of the
lines was adjusted to 2020 terms using inflation rates from the year of the definition of the line and
converted into United States dollars using the corresponding exchange rate. During the period of
projection, poverty lines are assumed to maintain their values in real terms.

e Coverage rates by country. The source of these data is the ILO World Social Protection Database
update as of September 2019 and comprises information on the proportion of the population
groups that receive in-cash social protection benefits. For contributory systems, pension effective
coverage rates as a proportion of the labour force were considered as a proxy of all social insurance
programmes. The estimates for coverage rates are weighted by the number of people in the rele-
vant population group. With respect to health care coverage, the information is taken from WHO
and World Bank (2017), in which the figures represent the average coverage rate for the sample of
countries considered in that report. The report uses a “universal service index” that includes infor-
mation on effective coverage derived from 14 indicators covering prevention (health promotion and
iliness prevention) and treatment (curative, rehabilitation and palliation) services.

e Government expenditure by function and by expense category, as a percentage of GDP. This
information comes from the following sources: (a) the ILO Social Protection Database as of 2019;
(b) the IMF Government Finance Statistics database; (c) the Asian Development Bank (ADB) (2019);
(d) the Economic Commission for Latin America and the Caribbean (ECLAC) database on non-con-
tributory social protection programmes; (e) the African Union and the United Nations Development
Programme (UNDP)(2019); and World Bank’s Atlas of Social Protection Indicators of Resilience and
Equity (ASPIRE) database. The latest available country information was utilized. Estimates for re-
gional and income groups are weighted by nominal GDP.

e Actual and projected population by country. The source of this information is the United Nations
World Population Prospects 2019 and covers 2020-2030 by age group.

e GDP in nominal terms, per capita, and in terms of purchasing power parity (PPP) in the last
ten years. Real GDP growth rates in the last ten years by country were used, based on the World
Bank's World Development Indicators.

o Inflation rates and official exchange rates. This information was also obtained from the World
Development Indicators of the World Bank.

e Health care incremental financing needs. Data on per capita financing needs to achieve univer-
sal health coverage in 2030 are taken from the work of the authors of Stenberg et al. (2017), a WHO
team. They estimate the incremental financing needs of 67 low- and middle-income countries be-
tween 2016 and 2030.

e COVID-19 expenditure and coverage parameters. The calculation basis to estimate the growth in
the level of social protection benefits and the additional number of beneficiaries is taken from the
ILO’s monitor on “Social Protection Responses to COVID-19 Crisis around the World".” Increments
in public health expenditures were estimated after collecting information online for country-spe-
cific cases.

For each analytical category, the latest available country information is utilized. For missing informa-
tion or when the available data are obsolete (i.e. from well before 2019), data imputations are carried

7 See ILO, “Social Protection Responses to COVID-19 Crisis around the World”.
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out based on regressions between the GDP per capita (PPP terms) and the variable of interest. The
resulting equation is then applied to estimate missing data. Imputation analyses are conducted for
coverage and spending variables at the country level. In some other cases, such as in social security
contributions, imputations are developed to calculate the expected coverage rate with social security
(proxied by the contributory coverage of the labour force with pensions) and estimate the contributo-
ry rate based on national old-age dependency ratios.

Table 1 presents the variables for which data have been collected, including their sources.

» Table 1. Required variables/data and sources of information

Information requirement

Source(s)

Website

Total population, structure and projections,

including by age groups 0-5 and 65+

World Population Prospects, United
Nations Population Division

https://population.un.org/wpp/

Poverty lines (national)

National statistical offices and central
banks

Inflation rates, past 5 years

World Development Indicators, World
Bank

https://databank.worldbank.org/data/source/
world-development-indicators

GDP nominal and growth rates, past 10
years

World Development Indicators, World
Bank

https://databank.worldbank.org/data/source/
world-development-indicators

Poverty rates based on national poverty
lines estimates

World Development Indicators, World
Bank

https://databank.worldbank.org/data/source/
world-development-indicators

Coverage rates, per benefit

World Social Protection Database, ILO

https://www.social-protection.org/gimi/gess/Wspr.
action

Mothers with newborns

World Population Prospects, United
Nations Population Division

Disability rates

World Report on Disability, WHO

https://www.who.int/disabilities/world_report/2011/
report.pdf?ua=1

Social protection expenditures, total and
per benefit

World Social Protection Database, ILO

https://www.social-protection.org/gimi/gess/Wspr.
action

Government Finance Statistics, IMF

https://data.imf.org/?sk=3C005430-5FDC-4A07-
9474-64D64F1FB3DC

https://data.imf.org/?sk=5804C5E1-0502-4672-BD-
CD-671BCDC565A9

The Social Protection Indicator for Asia:
Assessing Progress, Asian Development
Bank

https://www.adb. org/S|tes/defauIt/f|Ies/publlca-
tion/516586/spi-asia-2019.pdf

Economic Commission for Latin America
and the Caribbean

https://dds.cepal.org/bpsnc/ptc

African Union and UNDP

https://reliefweb.int/sites/reliefweb.int/files/re-
sources/The%20State%200f%20Social%20
Assistance%20in%20Africa%20Report-compressed.
pdf

ASPIRE, World Bank

http://datatopics.worldbank.org/aspire/

Official development assistance (ODA)

OECD, International Development
Statistics

https://data.oecd.org/oda/net-oda.htm

Per capita health incremental financing
needs

Stenberg et al. (2017), Department
of Health Systems Governance and
Financing, WHO

https://www.thelancet.com/journals/langlo/article/
PIIS2214-109X(17)30263-2/fulltext and direct contact
with the authors

Effects of COVID-19 in benefit amount and
additional beneficiaries

ILO Social Protection Responses to
COVID-19 Crisis

https://www.social-protection.org/gimi/ShowWiki.ac-
tion?lang=EN&id=3417

Note: Most of the data from different sources listed above are part of the ILO World Social Protection Database 2019.
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Main trends in social protection
coverage and spending

This section synthesizes the key trends and characteristics observed concerning social protection cov-
erage and health care, as well as the spending in these areas. The analysis focuses on the presenta-
tion of “baseline” data on existing coverage rates and levels of social protection spending for each of
the four social protection benefit areas and health care considered in the study, by geographic and
country-income criteria.

Social protection coverage patterns

According to the latest available data and the projections carried out, the four benefits considered in
the SPF package calculated in the exercise cover 1.55 billion® people in low- and middle-income coun-
tries in 2020 and health care covers 6.59 billion people, giving a combined coverage of 8.14 billion
people. Significant coverage differences exist across the social protection benefits. The estimated av-
erage coverage rates show that about two out of every three older persons are covered by some type
of pension benefit, although the rate is well below that average in low-income and lower-middle-in-
come countries (see figure 1). By contrast, persons with severe disabilities have the lowest social pro-
tection coverage: only 18.5 per cent of persons with a severe disability receive a benefit in low- and
middle-income countries (see table 2). Coverage rates for children and mothers are 29.7 and 34.8 per
cent, respectively. Health care, as is the case for old-age protection, reaches more than 60 per cent of
the potential beneficiaries. In sum, old-age protection has the highest levels of coverage and disabil-
ity protection the lowest.

» Table 2.Potential population covered by social protection policy areas in low-and middle-income countries (latest available

data)
Type of policy area Potential beneficiaries Coverage rate, %
Old-age (65 years and+) 496,982,130 63.8
Maternity 133,611,342 34.8
Disability (severe) 192,891,622 18.5
Children (0-5 years of age) 726,573,507 29.7
Health care 6,594,533,652 60.3
Total 8,144,592,253 58.0

Source: ILO estimates based on World Social Protection Database 2019 and WHO (2017)

Several facts emerge from cross-tabulating geographic areas by types of benefit. Table 3 is coloured
using the stoplight approach: coverage rates between 0.0 and 33.3 per cent are marked with one star,
rates between 33.4 and 66.7 per cent with two stars, and rates above 66.7 per cent with three stars.’

The colours yellow and red predominate in the overall map of social protection benefits. Of the 55
cells in table 3 (11 regions x 5 benefit areas), 27 cells are yellow (33.4-66.7 per cent) and 19 cells are
red (< 33.3 per cent), while only 9 cells are green (> 66.7 per cent), 4 of which refer to old-age benefits
and 2 to health care.

8 Individual beneficiaries for each policy area have been taken into account and some overlaps in the receipt of benefits from
different programmes are possible.

9 These results must be analysed while keeping in mind that, for some programmes and for regions, the set of countries may
be very small; see Annex 1 for more information.
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Disability predominates in terms of low coverage, with 9 regions coloured red for that benefit area.
Maternity, children and health coverage rates are mainly coloured yellow, with most regions showing
moderate coverage for those two benefit areas. Old-age coverage rates, as previously mentioned, are
the highest, with the rates of 4 regions coloured green, 3 yellow and 4 red. Health care has the second
highest coverage and is the only policy area that has no coverage rates coloured red (<33.3 per cent).

A horizontal analysis, by region, allows for disaggregating locations by coverage performance. The top
group with relatively higher performance includes Eastern Europe, Latin America and the Caribbean,
and Central and Western Asia. Eastern Europe has the highest coverage rates, with high coverage rates
(>66.7 per cent) in the 4 social protection areas and a moderate coverage rate in health care (33.4-66.7
per cent). Latin America and the Caribbean ranks second, with 2 rates coloured green and 3 yellow.
Central and Western Asia ranks third, with 1 rate green, 3 yellow and 1 red.

The second group of moderate performers can be split into two subgroups. The upper-moderate per-
formers (Northern Africa; Northern, Southern and Western Europe; and South-Eastern Asia) all have 4
coverage rates coloured yellow, 1 red and 0 green. The lower-moderate performers (Arab States and
Eastern Asia) have 2 coverage rates coloured red, although the latter has 2 rates coloured green (old age).

Finally, Southern Asia, Oceania, and sub-Saharan Africa comprise the group of low performers because
their coverage rates are coloured red for the majority of the benefit areas, except for the case of ma-
ternity in Oceania and health care in all the three regional groupings.

» Table 3. Coverage rates by type of social protection benefit (low-and middle-income countries/territories only, in

percentages)

' Developing countries/territories in Northern, Southern and Western Europe refer to Albania, Bosnia and Herzegovina,
Montenegro, Kosovo, North Macedonia and Serbia, all classified as upper-middle-income countries/territories.

Source: ILO estimates based on World Social Protection Database 2019 and WHQO (2017)

By country-income group, upper-middle-income countries show a quasi-universal coverage for per-
sons aged 65 years and over (figure 1) and almost 75 per cent of the total population have health cov-
erage. However, that rate is influenced by the weight of China and in those countries, only one third
of the children have access to child benefits (34.5 per cent) and half of the mothers enjoy maternity
benefits (53.6 per cent). In lower-middle-income countries, coverage is much lower for pensions (28
per cent) and the best-performing benefit area (health care) covers a little more than 5 out of 10 peo-
ple. Disability is the least developed benefit area, covering only 8.6 per cent of persons with severe
disability conditions. Finally, low-income countries present very low coverage across the different so-
cial protection areas, with disability having the lowest coverage for all regions and types of benefits.
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Only about 15 per cent of the elderly receive a pension in low-income countries, while only 4 out of 10
people have access to health care.

» Figure 1. Coverage rates by social protection benefit area and country-income group

(low-and middle-income countries), 2020
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Source: ILO estimates based on World Social Protection Database 2019 and WHO (2017)

> Trends in social protection expenditures

According to the latest available information, the estimated global expenditure on social protection
benefits (excluding health care) for developing countries amounted to US$2,086.6 billion or 6.6 per
cent of GDP (134 countries).

The share of social protection expenditure in developing countries differs considerably across regions.
For example, while social protection represents 1.9 per cent of GDP in Oceania, in Eastern Europe and
Northern, Southern and Western Europe it exceeds 11.0 per cent of GDP (figure 2).

Figure 2 allows three separate groups of regions to be identified according to their levels of invest-
ment in social protection. The first group comprises Oceania, South-Eastern Asia, sub-Saharan Africa
and Southern Asia, all with spending-to-GDP ratios below 3 per cent. The second group comprises the
Arab States, Northern Africa, Latin America and the Caribbean, Central and Western Asia, and Eastern
Asia, with spending-to-GDP ratios between 3.7 and 8.9 per cent. The third group comprises Eastern
Europe and Northern, Southern and Western Europe, with spending-to-GDP ratios of 11 per cent of
GDP or above.
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» Figure 2. Total social protection expenditures as a share of GDP, by region

(low- and middle-income countries)

Source: ILO estimates based on World Social Protection Database 2019.

There is a close connection between GDP per capita and the level of social protection spending. Figure
2 shows that upper-middle-income countries allocate, on average, about 6 times more than low-income
countries and 3.3 times more than lower-middle-income countries, in percentage terms.

Information on the different components of social protection spending is available for a small selec-
tion of 38 developing countries that have full or partial data on how total social protection spending is
disaggregated, which is summarized in figure 3. Old-age benefits account for 54.9 per cent of the total
social protection expenditures of those countries, followed by social protection not elsewhere classified
(n.e.c.) (20.7 per cent) and family and children (9.1 per cent). The four social protection policy areas in-
cluded in this study represent 68.6 per cent of their total social protection spending.

10|t is important to highlight that some data categories cover a mix of more than one policy area; for example, disability is ana-
lysed in this document as a single policy area but the category of disability in figure 3 includes both disability and sickness.
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» Figure 3. Share of total social protection spending by function, selected developing countries, in percentages

Source: ILO estimates based on World Social Protection Database 2019.
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> Cost analysis and financing gap

estimates

This section presents the results of the costing exercise applied to global regions and country-income
groups for the social protection benefits comprising the SPF (children, maternity, disability, old age
and health care) that are considered in this study. It is important to reiterate that all the estimates pro-
vided apply to developing countries.

This section consists of three parts, corresponding to the three stages of cost and financing analysis
explained in the model for estimates provided in section 3. The first part presents the results of costing
the package of five benefits under universal coverage in 2020. The second part presents the results of
estimating the financing gaps of universal coverage by taking the cost of the five benefits obtained in
the previous part subtracting the baseline expenditure on social assistance. The last part of the sec-
tion presents the results of a simulation exercise that projects the annual incremental financing needs
required between 2020 and 2030 in order to close the coverage gap progressively until universal cov-
erage is reached in 2030.

Costing the package of social protection benefits, including
health care, under universal coverage in 2020

The definitions of benefits and beneficiary groups are explained in section 2 above.

The cost estimation findings are summarized in the following two tables and figure 4. These figures
contain the cost estimations for the four social protection benefits included in the analysis (children,
maternity, disability and old-age protection). The results are presented both in monetary terms and as
a percentage of GDP, based on the methodology presented in section 2.

In 2020, according to the estimations, the cost of providing the universal package is US$1,040.8 bil-
lion. From this total, US$49.6 billion corresponds to the administrative costs of providing the benefits.
Four regions stand out in terms of total costs (Latin America and the Caribbean, Eastern Asia, Eastern
Europe and Southern Asia) and together they account for 66.8 per cent of the total cost estimated
for the 11 regions (US$649.9 billion). One third of the total cost corresponds to Latin America and the
Caribbean. By benefit area, old age is the benefit making up the highest proportion of total cost (55.2
per cent), followed by disability (18.9 per cent) and children (17.0 per cent). At the bottom, maternity
accounts for 4.1 per cent of the total cost.

When the analysis is broken down by income category, it shows that upper-middle-income countries
account for 72.8 per cent of the total cost of the package, while lower-middle-income countries ac-
count for 23.2 per cent and low-income countries just 4.0 per cent. By benefit, a similar trend may be
observed of an increased share in the total cost with increased income. The old-age benefit is highly
concentrated in upper-middle-income countries, which account for almost 80 per cent of the total cost
of that benefit, while low-income countries account for just 1.9 per cent. The remaining three benefits
show a similar pattern of distribution among income groups, with upper-middle-income countries on
average accounting for 61.7 per cent of the total cost, lower-middle-income countries for 30.5 per cent
and lower-income countries for 7.7 per cent.
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» Table 4. Cost of a universal package of four social protection benefits in 2020 (low- and

middle-income countries, in US$ billion)

Children Maternity

Disability

Old age

Administrative

Total

Arab States 5.0 1.4 4.2 7.0 0.9 18.4
Central and

s Asi 17.3 4.0 21.7 61.7 5.2 110.0
Eastern Asia 1.6 3.0 20.9 81.4 5.8 122.8
Eastern Europe 9.2 2.1 16.4 85.0 5.6 118.4
Latin America and

the Caribbean 56.3 13.2 60.1 190.2 16.0 335.8
Northern Africa 9.5 2.2 8.7 16.0 1.8 38.3
Northern, Southern

and Western 0.6 0.1 1.4 7.0 0.5 9.6
Europe

Oceania 0.4 0.1 0.4 0.6 0.1 1.6
South-Eastern Asia 12.2 2.8 15.7 47.0 3.9 81.5
Southern Asia 24.5 59 26.1 55.8 5.6 17.9
Sub-Saharan Africa 30.5 7.9 20.7 23.3 4.1 86.5
Low-income coun-

tries 15.0 4.1 9.7 1.1 2.0 41.9
Lower-middle-

eeIE EOUITITES 56.8 13.9 53.1 105.7 1.5 241.0
Upper-middle-

income countries 105.4 24.7 133.5 458.2 36.1 757.9
Total 177.2 42.8 196.3 575.0 49.6 1,040.8

Source: ILO estimates based on World Social Protection Database, including IMF Government Finance Statistics (GFS), World
Development Indicators (WDIs), UNDP, ADB, ECLAC and several national sources of information on poverty lines.

The total cost, including the administrative cost, is estimated at 3.3 per cent of the GDP of the set of
developing countries included in the study (table 5). Three regions stand out with the highest percent-
ages, namely Northern, Southern and Western Europe (10.8 per cent of GDP), Central and Western
Asia (10.1 per cent) and Latin America and the Caribbean (7.5 per cent). In contrast, Eastern Asia is the
region with the lowest percentage, which corresponds to 0.9 per cent of GDP; this can be explained
mainly by the presence of China in that region.

With respect to health care, Stenberg et al. (2017) estimate the cost of providing universal health ser-
vices in 2020 at US$1,436.6 billion, with Eastern Asia accounting for US$601.2 billion (41.8 per cent of
the total cost) and Latin America and the Caribbean for US$276.8 (19.3 per cent of the total cost). In
contrast, Oceania and Northern, Southern and Western Europe are the two regions with the lowest to-
tal costin health care (US$8.1 million combined). By income category, upper-middle-income countries
account for more than 75 per cent of the total cost, while lower-middle-income countries account for
20 per cent and lower-income countries for just 3.3 per cent.

28



» 1LO Working Paper

» Table 5. Cost of a universal package of four social protection benefits in 2020, by region and country-income group (low- and

middle-income countries, in percentage of GDP)

Children Maternity Disability Old Age Administrative Total
Arab States 1.5 0.4 1.3 2.1 0.3 5.5
Central and
s Asia 1.6 0.4 2.0 5.7 0.5 10.1
Eastern Asia 0.1 0.0 0.1 0.6 0.0 0.9
Eastern Europe 0.5 0.1 0.8 4.1 0.3 5.8
Latin America and
the Caribbean 1.3 0.3 1.3 4.3 0.4 7.5
Northern Africa 1.4 0.3 1.3 2.4 0.3 5.7
Northern,
Southern and 0.7 0.2 1.6 7.9 0.5 10.8
Western Europe
Oceania 1.3 0.3 1.2 1.9 0.2 5.0
South-Eastern
Asia 0.4 0.1 0.6 1.7 0.1 3.0
Southern Asia 0.6 0.1 0.6 1.3 0.1 2.8
Sub-Saharan
Africa 1.8 0.5 1.2 1.4 0.2 5.2
Low-income coun-
tries 3.1 0.8 2.0 2.3 0.4 8.5
Lower-middle-
I EeIE ERUTES 0.8 0.2 0.7 1.5 0.2 3.4
Upper-middle-
income countries 0.4 0.1 0.6 1.9 0.2 3.2
All low- and
middle-income 0.6 0.1 0.6 1.8 0.2 3.3
countries

Source: ILO estimates based on World Social Protection Database 2019, including IMF/GFS, WDIs, UNDP, ADB, ECLAC and
several national sources of information on poverty lines.

The total cost of providing the four social protection benefits (maternity, children, disability and old age)
to 100 per cent of potential beneficiaries in 2020 amounts up to 8.5 per cent of GDP for low-income
countries, 3.4 per cent for lower-middle-income countries, and 3.2 per cent for upper-middle-income
countries. According to figure 4, among the four benefits, benefits for children in low-income countries
make up the highest cost in terms of GDP (3.1 per cent). By region, developing countries in Northern,
Southern and Western Europe account for the highest cost in GDP terms (10.8 per cent). In contrast,
benefits for children in Eastern Asia have a total cost of 0.9 per cent of GDP. Old age is the benefit with
the highest cost across regions, except for sub-Saharan Africa, where the highest cost is registered
for children. Variations in costs across regions can be partly explained by demographic trends within
these regions and differences in the benefits (as determined by the poverty line), with relatively high-
er income countries paying higher level of benefits.

With respect to health care, total cost represents 9.7 per cent of GDP in low-income countries, 4.1 per
centin lower-middle-income countries and 4.6 per cent in upper-middle-income countries. The top two
regions in terms of total cost to GDP are the Arab States and developing countries in Northern, Southern
and Western Europe, at 6.5 per cent and 6.4 per cent of GDP, respectively. Conversely, three regions
are at the bottom, all at 3.8 per cent of GDP (Eastern Europe, South-Eastern Asia and Southern Asia).
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» Figure 4. Cost of a universal package of four social protection benefits in 2020, by country-income group (low- and

middle-income countries, in percentage of GDP)

Source: ILO estimates based on World Social Protection Database 2019.

> Estimating the financing gaps for achieving universal
coverage of SPFs in 2020

This section presents the annual resources needed to close the financing gap in 2020. The objective is
to estimate the global effort needed to close the coverage gap in 2020. To do so, the financial gap is
calculated by subtracting the social assistance expenditure in 2020 from the total cost for the univer-
sal provision of the benefits for the five policy areas included in the analysis.

The total financing gap is estimated at US$1,191.6 billion (see table 6). The two regions with the highest
proportion of the total gap are Latin America and the Caribbean (28.0 per cent of total) and Southern
Asia (15.9 per cent of total). By income group, upper-middle-income and lower-middle income coun-
tries account for 63 per cent and 30 per cent of the total financing gap, respectively. In contrast, of the
total financial gap, low-income countries account for just 6.5 per cent. The differences are partly ex-
plained by the composition of the set of countries considered in the study, in which low-income coun-
tries represent a smaller share of the total number of 134 developing countries represented. Differences
in the amount of benefits in different country-income groups are an additional explanatory factor.
When the size of the financial gap is considered vis-a-vis the regional level of GDP, the highest ratios

11 Low-income countries tend to have national poverty lines with lower benefit amounts than those of higher-income countries.
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are found in Central and Western Asia (9.3 per cent), Northern Africa (8.3 per cent), and sub-Saharan
Africa (8.3 per cent).

Separately, the gap in the four social protection areas (children, maternity, disability and old age) reach-
es US$707.4 billion, which represents 2.2 per cent of GDP of the developing countries included in the
study. In relative terms, the gap is higher in low-income countries, where 7.4 per cent of GDP should
be devoted to close the gap by 2020. In upper-middle-income countries, the gap represents 2.1 per
cent of GDP. For health care, the effort needed to close the gap by 2020 reaches US$484.2 billion or
1.5 per cent of GDP. By income level, this gap varies from 1.1 per cent of GDP in upper-middle-income
countries to 8.5 per cent of GDP in low-income countries.

» Table 6. Financing gap for achieving universal social protection coverage in 2020, in US$ billions and as a percentage of GDP

(low- and middle-income countries only)

Gap in billion USS  Gap as % of GDP Gap in billion US$  Gap as % of GDP Total gapin Total gap as % of
4 SP areas 4 SP areas health care health care billion US$ GDP

Arab States 15.1 4.5 10.2 3.0 25.2 7.5
Central and
stz A 86.6 7.9 15.2 1.4 101.8 9.3
Eastern Asia 58.1 0.4 132.9 0.9 190.9 1.3
Eastern Europe 32.8 1.6 21.8 1.1 54.6 2.7
Latin America and
the Caribbean 272.1 6.1 61.1 1.4 333.2 7.5
Northern Africa 31.5 4.7 24.1 3.6 55.6 8.3
Northern, Southern
and Western 5.0 5.7 1.9 2.1 6.9 7.8
Europe
Oceania 1.5 4.5 0.9 2.7 2.4 7.2
South-Eastern Asia 48.2 1.8 46.3 1.7 94.5 3.5
Southern Asia 94.8 2.3 94.8 2.3 189.6 4.6
Sub-Saharan Africa 61.8 3.7 75.1 4.5 136.9 8.2
povincome coun- 36.2 7.4 418 8.5 77.9 15.9
Lower-middle-
O COUMIES 173.8 2.4 189.1 2.6 362.9 5.1
Upper-middle-
income countries 497.4 2.1 253.4 1.1 750.8 3.1
All low- and
middle-income 707.4 2.2 484.2 1.5 1,191.6 3.8
countries

Source: ILO estimates based on World Social Protection Database 2020 and Stenberg et al. (2017) using WHO methodologies
and databases (2017).

> Incremental financing needs under progressive universal
coverage from 2020 to 2030

This section aims to present a scenario in which universal coverage of the SPF is gradually achieved.
The estimations cover the period 2020-2030 and at the end of the period the figures show the 100 per
cent coverage for the five policy areas of the SPF (children, maternity, disability, old age and health
care) included in the study. The coverage of the SPF is estimated to increase progressively from the
levels observed in 2020 to reach 100 per cent in 2030, following a linear progression in the targeted
coverage rate for each year.

31



P ILO Working Paper

Two components need to be estimated to obtain incremental financing needs. The first component is
an estimation of the SPF cost year by year (following the progressive increase in coverage explained in
the previous paragraph). To reflect the effect of COVID-19, the coverage rate is increased by 15 per cent
in 2020 and by 7.5 per cent in 2021, the rationale for which has been provided above. In line with the
previous assumption, the level of benefits will also increase by 28.2 per cent in the period 2020-2021,
after which it will remain constant. The second component is the baseline social assistance expenditure,
which remains constant in its real per capita value during the projection period. Due to the COVID-19
effect, as explained in section 2.2 above, social assistance expenditure is projected to increase by 21.9
per cent in 2020 and by 10.95 per cent in 2021. The estimation of incremental financing needs corre-
sponds to the difference each year, in monetary or GDP terms, between the total cost and the baseline
social assistance expenditure. Table 5 and figure 7 summarizes the results of incremental financing needs.

» Figure 5. Incremental financing needs for progressively closing the social protection coverage gap, in US$ billions per year

and as a percentage of GDP (low- and middle-income countries), 2020-2030

Source: ILO estimates based on World Social Protection Database 2020 and Stenberg et al. (2017) using WHO methodologies
and databases (see WHO 2017).

At the beginning of the period, the incremental financing needs for the four social protection areas (chil-
dren, maternity, disability and old age) represent 1.56 per cent of GDP in developing countries. The fig-
ures for 2020 and 2021 are higher than the rest of the series, due to the increases in the coverage and
the level of benefits as a result of the COVID-19 effect, many of which were announced as temporary
measures. After this period, these financing needs grow progressively until 2030 to reach 1.32 per cent
of GDP. In the case of health care, these needs vary from 0.88 per cent of GDP in 2020 to 0.87 per cent
in 2030. These needs follow an inverted “U” shape pattern, based on the assumptions of Stenberg et
al. (2017) and an increase of 14.6% in the health care expenditure in 2020 due to the COVID-19 effect.
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Table 7 summarizes the amounts of incremental financing needs required to achieve the social protec-
tion floor by 2030 in the developing countries included in the study. The total incremental financing
needs are set at US$769.0 billion in 2020 and at US$781.0 billion in 2021, influenced by the COVID-19
effect. After 2022, the incremental need grows progressively until 2030 to reach US$1,200.7 billion. To
close the gap by 2030, low-income countries require a higher effort in terms of their GDP (11.49 per
cent) compared to lower-middle income countries (3.21 per cent) and upper-middle income countries
(1.67 per cent).

» Table 7. Annual incremental financing needs for progressive universal coverage, by income level, in US$ billions and

centage of GDP (low- and middle-income countries), 2020-2030

Income group 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Low-income countries

Financing needs (billion USS) 48.1 48.6 53.9 59.9 68.7 741 82.8 87.4 93.4 100.3 100.9
Financing needs as % of GDP 9.80 9.45 9.90 10.38 11.23 .41 12.02 11.95 12.01 12.14 11.49
Lower-middle-income

countries

Financing needs (billion USS)  203.2 209.3  219.7 240.0 268.4 296.1 326.3 351.7 379.4 406.7 413.4
Financing needs as % of GDP 2.83 2.74 2.72 2.80 2.96 3.08 3.20 3.25 3.31 3.35 3.21
Upper-middle-income

countries

Financing needs (billion USS) 517.6 523.2 409.4 4433 4791 518.0 5511 586.2 620.9 657.9 686.3
Financing needs as % of GDP 217 2.04 1.52 1.56 1.61 1.65 1.66 1.68 1.69 1.69 1.67
Total low- and middle-income

countries

Financing needs (billion USS)  769.0  781.0 683.0 743.2 816.2 888.3 960.2 1,025.3 1,093.7 1,164.9 1,200.7
Financing needs as % of GDP 2.44 2.31 1.92 1.98 2.07 213 2.18 2.21 2.23 2.25 2.19

Source: ILO estimates based on World Social Protection Database 2019 and Stenberg et al. (2017) based on WHO methodol-

ogies and databases (2017).
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>

Assessing financing gaps in
contributory systems'?

Social protection systems are typically financed through a combination of tax-financed non-contributory
schemes and social insurance schemes that are usually funded by workers and employers. The two-di-
mensional strategy for comprehensive and adequate social protection systems (see Recommendation
No. 202, paras 9(1) and 9(3)) also calls for ILO members to consider implementing the most effective
and efficient combination of both schemes. The level of social protection, both in terms of coverage
and benefits, is ultimately a decision to be taken at the national level that should be based on social
dialogue and tripartite participation with representative organizations of employers and workers, as
well as consultations with other relevant and representative organizations of persons concerned (see
Recommendation No. 202, paras 8(d), 13(1), 19 and 20).

Coverage extension through social insurance schemes is a desirable and necessary strategy to ensure
that people can progressively achieve higher levels of protection by moving from the basic benefit
levels offered by non-contributory systems to higher benefit levels secured through social insurance.
Many countries have made significant progress in extending the coverage of contributory systems,
as documented in several publications by the ILO (see for example, ILO, 2014, 2017, 2019; Ortiz et al.,
2019a). However, more efforts are required to expand social insurance coverage.

Countries can increase social security contributions through two main avenues. On the one hand, this
can be achieved by increasing effective coverage in the labour force. This option applies to virtually all
developing countries. On the other hand, a significant number of developing countries, particularly
low-income countries with limited benefit packages, have contribution rates that are still relatively low
and there is room to increase their fiscal space and financing social protection through this channel.

This section presents estimates of the capacity of contributory systems to reduce their financing gaps
by increasing coverage to uncovered groups or increasing contribution rates. Although the resources
from social security contributions are not intended to finance social assistance, greater contributory
coverage and contributions reduce the reliance on tax-financed schemes, thus creating fiscal space
for greater population coverage and adequate benefits.

The estimation method presented in this section develops a scenario in which both the contribution
rate and the coverage rate of the labour force with social insurance programmes are subject to policy
changes. The method follows several steps. First, two scatter plots are constructed: (a) one showing
the relationship between old-age dependency ratio and contribution rates and (b) one showing the as-
sociation between GDP per capita (PPP terms) and coverage rates, which is proxied by the number of
active contributors to a pension scheme. Next, a linear regression equation is generated in each case
to obtain average estimates. For all countries below the regression line, the study considers a scenar-
io that “adjusts” their contribution rate and coverage rate upwards to the average values estimated by
the regression lines. The observed values of countries above the line remain the same. 3

Social security contributions were estimated using the following equation:
SC,' = LF,*CR, *MW,*COT,
Where the initials of the variables in the country i should be read in the following terms:

SC refers to social security contributions

2. Results for this section are taken from Durén-Valverde et al. (2019), before the COVID-19 pandemic affecting health and
social protection systems worldwide.
13- An alternative scenario not applied here could be to explore increases in coverage for the full set of developing countries.
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LFis the labour force

CRis the coverage rate

MW is the mean annual wage

CoT is the contribution rate

If the estimation assumes that all countries below the coverage/contribution trends move up their
rates to the “expected level”, then globally speaking social security contributions may represent 6.3
per cent of the GDP of developing countries (table 8). The expected net increment in fiscal space cre-
ation through this alternative is a gain of 1.2 points of GDP. This appears to be an achievable goal in

the next ten years, particularly in low-income countries, as shown by recent experiences documented
by the ILO (see for example, Ortiz et al. 2019).

» Table 8. Social security contributions as a percentage of GDP: estimated baseline and alternative scenario based on adjust-

ed coverage and contribution rates, by region
(low-and middle-income countries)

. Scenario based on
Baseline adjusted rates

Arab States 1.4 1.5
Central and Western Asia 4.4 6.3
Eastern Asia 6.5 8.0
Eastern Europe 8.5 8.6
Latin America and the Caribbean 4.6 55
Northern Africa 3.4 3.8
Northern, Southern and Western Europe 6.5 6.5
Oceania 4.2 5.2
South-Eastern Asia 1.2 3.5
Southern Asia 3.3 3.5
Sub-Saharan Africa 0.6 1.9
_omegows
Low-income countries 0.4 0.8
Lower-middle-income countries 2.5 3.2
Upper-middle-income countries 5.8 71
All low- and middle-income countries 5.1 6.3

Source: ILO estimates based on World Social Protection Database 2019.

The former incremental revenue collection varies from +0.1 per cent of GDP in the Arab States and
Eastern Europe to +2.3 per cent in South-Eastern Asia. Low-income countries could expand their so-
cial security contributions to 0.8 per cent of GDP, meaning that they would double their current level.
Aless conservative scenario of increased coverage would certainly yield considerably higher results in
the potential for creating fiscal space through social security contributions in all regions.
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» Figure 6. Incremental collection of social security contributions as a percentage of GDP, by region (low-and middle-income

countries)
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Source: ILO estimates based on World Social Protection Database 2019.
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> 6 Domestic and international
financing efforts in response to
COVID-19"

The objective of this section is to illustrate the national and international resource mobilization efforts
mounted in response to COVID-19 pandemic. The domestic and international financing data illustrated in
this section are based on information collected from various sources, including the IMF, the World Bank,
the European Commission and other international financial institutions (IFIs) and development banks.

In terms of domestic efforts, as of 3 September 2020, more than 196 countries have introduced do-
mestic fiscal measures, totaling approximately US$10.6 trillion. However, most of these fiscal resources
have been dedicated to the COVID-19 responses (not limited to social protection and health care only)
in high-income countries, with only 0.06 per cent of the total being mobilized in low-income countries
(figure 7).

» Figure 7. National fiscal measures across country-income groups (as a percentage of total)
o
: 0.06%
10%

= High-income countries
Lower-middle-income
countries

Upper-middie-income
countries

= | ow-Income countries

Source: ILO calculations based on IMF COVID-19 Policy Tracker.

In developing regions, the countries of Asia and the Pacific have mobilized the greatest amount, about
US$813 billion, followed by the countries of Latin America and the Caribbean (figure 8). Among the
COVID-19 response measures taken by countries, the financing has been predominantly allocated to
health care and social protection sectors. However, limitations in terms of information on specific al-
location to social protection make it difficult to conclude whether the resources mobilized are suffi-
cient to mitigate the effects of the COVID-19 pandemic. Ethiopia, Kenya and Paraguay have allocated
close to 100 per cent of their overall COVID-19 funding exclusively to health care and social protection.
Reallocation of expenditure and higher levels of borrowing are the most common ways in which coun-
tries are allocating domestic resources to social protection and health care. For example, Albania has
reallocated 2 billion leks (US$18 million) of defence spending towards humanitarian relief for the most

4 This section draws on an ILO note on “Domestic and International Financing for Health and Social Protection in Response
to COVID-19".
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vulnerable, and increased spending on health care, unemployment benefits as well as social assistance.
Thailand has introduced a stimulus package, including measures on health care and social assistance,
totaling 1.5 trillion baht (approximately US$48 billion), with about 1 trillion baht (approximately US$32
billion) expected to be financed through additional borrowing. Similarly, countries such as Bhutan and
Honduras have increased the level of borrowing. The African Economic and Monetary Union has relaxed
its fiscal deficit rules to allow member countries to have more flexibility to raise resources by running
a higher budget deficit to respond to the urgent socio-economic needs arising from the pandemic.

» Figure 8. National fiscal measures across developing countries, by region (in billions of US$)
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Source: ILO calculations based on IMF COVID-19 Policy Tracker.

International efforts are also under way to raise resources to support countries in response to the
pandemic. IFIs and development cooperation agencies have announced various financial packages to
help governments tackle the various effects of the crisis. As of 3 September 2020, these institutions
have pledged about US$1.3 trillion, including US$1 trillion pledged by the IMF and about US$160 bil-
lion by the World Bank. As the money is being disbursed, it will provide the countries with increased
capacity to maneuver their economies, including by tackling the financing needs for social protection
and health care.

At the time of preparation of this paper (3 September 2020), an amount of up to US$126.6 billion has
been effectively approved and allocated to support countries in the area of social protection and health.
Although these resources are making an important contribution to mitigating the effects of COVID-19,
this amount appears to be insufficient, so far, to cover the estimated total financing gap of US$ 1,191.6
billion in social protection and health in 2020 for developing countries (see table 6). While the types of
financial assistance are varied (including emergency assistance packages, credit lines, debt service re-
lief and grants), most funds have been committed in the form of concessional and regular loans (see
figure 9). The IMF, the ADB and the World Bank are responsible for about 82 per cent of all funds dis-
bursed to date (see figure 9).
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» Figure 9. Total approved funds by type of financing and by IFIs (excluding domestic resources) (in percentage of total)

Source: ILO calculations based on data from various sources.

A large portion of the funds (71 per cent) has been allocated to countries in the Americas and Africa.
For instance, Colombia has received a loan of US$10.8 billion from IMF's Flexible Credit Line to tackle
the socio-economic and financial effects of the COVID-19 crisis. Nigeria has received a US$3.4 billion
concessional loan under the IMF's Rapid Financing Instrument to address the severe impact of the cri-
sis and the resulting fall in oil prices. Ecuador, one of the hardest hit countries in Latin America, took a
US$643 million concessional loan from the IMF to support the country’s health care and social protec-
tion systems. The World Bank provided a grant totaling about US$100 million to Afghanistan to sup-
port the country in strengthening the national public health system, while Georgia received a US$80
million loan to improve the public health system and provide temporary income support to vulnera-
ble populations, including the poor, the self-employed and workers in the informal economy. Asia and
the Pacific, India, Indonesia and the Philippines each took a loan of US$1.5 billion from the ADB to fi-
nance immediate health care priorities and extension of social assistance programmes. In the Arab
States region, the European Union approved a €55 million (US$62 million) support package to provide
relief to Syrian refugees and local communities in Jordan and Lebanon in the areas of health care, so-
cial protection, water and sanitation.

In short, although these funds provide short-term financial assistance, they represent only a small pro-
portion of the financing gaps for social protection (including health care) in developing countries. For
developing countries to be able to bridge those gaps and establish national social protection floors,
it is important that such efforts are sustained and even extended without being subject to austerity
measures.
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> 7 Fiscal space options for closing
the financing gaps

This section focuses on analysing potential sources of revenue to obtain the additional financing re-
quired to achieve universal social protection by 2030. Whereas the previous section shows how countries
are raising resources in the event of a crisis, this section shows how they do so in normal times. First,
the section presents some general considerations on existing sources of funding, including innovative
financial instruments that may help to close the gaps. Next, it explores two specific alternatives, name-
ly taxation and ODA. Regarding the creation of fiscal space through the extension of social insurance,
section 6 provides inputs for a discussion of how this option could raise potential revenue. It may be
recalled that the decisions in this respect taken at the national level should be prepared and developed
in close collaboration with employers’ and workers' organizations. Tripartite social dialogue should ide-
ally address all different risks, as provided in ILO Social Security (Minimum Standards) Convention, 1952
(No. 102), and should allude to the possible options outlined below (see also Recommendation No. 202).

> Fiscal space creation is feasible even in low-income
countries

Concerning financing options, SDG target 1.a calls on countries to “[e]nsure significant mobilization of
resources from a variety of sources, including through enhanced development cooperation, in order to
provide adequate and predictable means for developing countries ...” Recommendation No. 202 also
underscores the need for “ ... using a variety of different methods to mobilize the necessary resourc-
es...". Indeed, there exist several approaches, even in low-income countries, to create fiscal space for
financing social protection. International experience shows that countries can draw on eight differ-
ent strategies for creating fiscal space, which should be examined in the context of a national social
dialogue, namely: (i) increasing tax revenues; (ii) expanding social security coverage and contributo-
ry revenues; (iii) eliminating illicit financial flows; (iv) reallocating public expenditures; (v) using fiscal
and central bank foreign exchange reserves; (vi) managing debt: borrowing and restructuring existing
debt; (vii) adopting a more accommodating macroeconomic framework; and (viii) increasing ODA aid
and transfers (see ILO, 2017; Ortiz et al., 2019a).

Increasing tax revenues. This is a key channel for generating government revenue that is achieved by
altering the rates for different types of taxes - for example taxes on corporate profits, financial activi-
ties, property, inheritance, import/exports and natural resources - or by strengthening the efficiency
of tax collection methods and overall compliance. Many countries are increasing taxes for social pro-
tection or raising revenues through innovative taxes. For example, the Plurinational State of Bolivia,
Mongolia and Zambia are financing universal pensions, child benefits and other schemes from min-
ing and gas taxes; Ghana, Liberia and the Maldives have introduced taxes on tourism to support social
programmes; Gabon has used revenues from value-added-tax on mobile communications to finance
its universal health care system; Algeria, Mauritius and Panama, among others, have supplemented
social security revenues with a high tax (sin tax) on tobacco; and Brazil has introduced a temporary tax
on financial transactions to expand social protection coverage.

Initiatives to levy taxes on big tech companies and to enact a Google tax or diverted profit tax to deal
with profit-shifting to low tax jurisdictions have gained momentum in recent years. The OECD has an
initiative to design a strategy that addresses the challenges of taxing the digital economy. It involves
134 countries and proposes that the large corporations, including digital companies, pay taxes where
their users are, regardless of the tax domicile of the companies. OECD and G20 have an inclusive frame-
work on base erosion and profit-shifting (BEPS). According to them, BEPS practices cost countries about
US$100 to 240 billion in lost revenue annually, which is equivalent to 4 to 10 per cent of global corporate
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income tax revenue.'’ Other examples of innovative taxes include taxes on international billionaires that
could generate about US$ 40 to 50 billion per year additional to existing ODA (United Nations 2012).

Extending social security coverage and increasing contributory revenues. Increasing coverage and
thereby raising contributions is a reliable way to finance social protection, freeing fiscal space for other
social expenditure. Social protection benefits linked to employment-based contributions also encour-
age the formalization of the informal economy: Uruguay’s Monotax provides a remarkable example.
Argentina, Brazil, Tunisia and many other countries have demonstrated the possibility of broadening
both coverage and contributions.

Eliminating illicit financial flows. Estimated at more than ten times the size of all ODA received, a co-
lossal amount of resources illegally escapes developing countries each year. There is a growing effort,
particularly within the United Nations and other international agencies, to devote more attention to
cracking down on money-laundering, bribery, tax evasion, trade mispricing and other financial crimes
that are both illegal and deprive governments of revenues needed for social protection and the SDGs.

Reallocating public expenditures. This orthodox approach includes assessing ongoing budget allo-
cations through public expenditure reviews, social budgeting and other types of budget analysis; re-
placing high-cost, low-impact investments with investments that result in more substantial socio-eco-
nomic impacts; eliminating spending inefficiencies; and tackling corruption. For example, Costa Rica
and Thailand have reallocated military expenditures to universal health care, while Ghana, Indonesia
and many other developing countries have reduced or eliminated fuel subsidies and used the proceeds
to extend social protection programmes.

Using fiscal and central bank foreign exchange reserves. This option includes drawing down fis-
cal savings and other state revenues stored in special funds, such as sovereign wealth funds, and/or
using excess foreign exchange reserves in the central bank for domestic and regional development.
Chile, Norway and the Bolivarian Republic of Venezuela, among others, are tapping into fiscal reserves
for social investments, while Norway's Government Pension Fund Global is perhaps the best-known
example of this option.

Managing debt: borrowing and restructuring existing debt. This strategy involves an active explo-
ration of domestic and foreign borrowing options at low cost, including concessional, following care-
ful assessment of debt sustainability. For example, in 2017, Colombia launched the first social impact
bond in developing countries and South Africa issued municipal bonds to finance basic services and
urban infrastructure. Moreover, in the past more than 60 countries have successfully renegotiated debt
and more than 20 (for example, Ecuador and Iceland) have defaulted on or repudiated public debt, di-
recting debt-servicing savings to social protection. In the context of the COVID-19 crisis, the argument
in favour of debt moratorium - delaying the payment of debts or obligations - and debt cancellation
is gaining strength. A moratorium on public external debt service could release up to US$50.4 billion
over the next two years (Eurodad 2020).

Adopting a more accommodating macroeconomic framework. This entails permitting higher budget
deficit paths and/or higher levels of inflation without jeopardizing macroeconomic stability. A signif-
icant number of developing countries used deficit spending and a more accommodating macroeco-
nomic framework during the global recession to attend to pressing demands at a time of low growth
and support socio-economic recovery. In the current COVID-19 crisis, the fear of triggering high infla-
tion has halted the new issuance of Special Drawing Rights (SDRs) - reserve assets created by the IMF.
A large amount of new SDRs, at least 1-2 trillion, could inject additional liquidity into the global finan-
cial system and provide developing countries with much-needed foreign exchange reserves to combat
the crisis (see Ghosh 2020).

Increasing aid and transfers. The extension of fiscal space by drawing on domestic sources is a funda-
mental element of strategies for creating comprehensive social protection systems. However, there are
considerable gaps, especially in some developing countries, between domestically generated resources
and the resources required for universal social protection systems. Fiscal deficits and the inadequacy of
resources translate in many cases into gaps in coverage and loss of well-being. ILO Recommendation

15 See OECD/G20, “International Collaboration to End Tax Avoidance”.
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No. 202 accordingly suggests that countries “...whose economic and fiscal capacities are insufficient to
implement the guarantees may seek international cooperation and support that complement their own
efforts.” (para. 12). The Governments of countries such as Pakistan, Madagascar, Namibia, Tajikistan
and Zimbabwe report that they have received support from international partners to finance their social
protection systems in the past. Moreover, the Government of Burkina Faso counts on international co-
operation for its national social protection floors strategy, while the implementation of national plans in
Czechia has been based on resources from the state budget and the European Social Fund (ILO 2017).

The table below presents a selection of innovative financing instruments, grouped under three different
mechanisms - taxes, contributions and other obligatory charges; debt-based borrowing mechanisms;
and voluntary and solidarity contributions - with a list of eight criteria to assess each instrument. The
instruments in each group are arranged according to the degree of innovation, from the most to the
least innovative approach. The list does not include traditional instruments such as corporate taxes,
international trade taxes and social security contributions, which evidently play an important role in
generating revenue. The assessment has been prepared using a Harvey-Ball approach, in which no
shade implies no effect and a full shaded ball implies a high impact. Although the methodology gives
a quick assessment, each variable has multiple analytical dimensions that require specific considera-
tions. There are two ways to read the table. A “vertical reading” allows a comparison of each criterion
across different financing instruments. For example, in terms of “correction of misbehaviour”, some
options (such as sin taxes on tobacco and fast food) are better alternatives than others. The “horizon-
tal reading” allows each instrument to be assessed by different criteria. For instance, it may happen
that taxes on internet purchases have the potential to generate a large share of resources but the in-
stitutional capacity to effectively collect those funds is limited
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» Table 9. A selected list of innovative financial instruments assessed under different criteria

Environment- | Penalties/correcting Political Collection

Financing instrument Innovativeness | Sustainability | Progressivity | Efficiency friendly misbehaviour feasibility capacity

Taxes, contributions and other obligatory charges

Taxes on big tech companies’ trade (internet)

Google tax

Monotax

Taxes on airline tickets

Financial sector activities and transactions tax

Dedicated funds from extractive industries

Sin tax on tobacco and fast food

Billioniaires tax and Inheritance tax

Arms trade taxes

Taxes on tourism

Levy on mobile phone calls

Asset recovery
Debt-based borrowing mechanisms

Debt conversions linked to social protection

Diaspora bonds linked to social protection

Social impact bonds

Counter-cyclical loans
Voluntary and solidarity contributions

National lotteries

Corporate social responsibility

Voluntary contributions

Jaded bunyiom 011 «
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In general, a number of policy issues should be taken into consideration while using these financing
instruments. These may be summarized as follows.

1. Single or multiple objectives. Some financial instruments may have multiple objectives in addition
to resource generation for social protection programmes. For instance, taxes on financial transac-
tions and combating illicit financial flows may target improved progressivity and reduce unwanted
speculative behaviour in the financial markets. Negative externalities, including undesirable social
or environmental behaviour, may be corrected through sin taxes (on alcohol, tobacco and fast food),
extractive taxes and airline ticket levies.

2. Sustainability. The sustainability of taxes, such as on tech companies and financial markets as
shown in table 9, may be high in normal times but is also dependent on the business cycle and
therefore subject to volatility in periods of crisis, which should be added to the evaluation. In ad-
dition, the appraisal of political feasibility, for example, may be very different in a country where a
tax reform has been recently approved from its appraisal in another one where no structural fiscal
reforms have been adopted in a decade.

3. Short-term versus long-term objectives. Some taxes, such as surtax, may be implemented for
specific purposes (such as to improve social infrastructure) so that they may have a shorter lifespan
than other options that are oriented to cover recurrent expenditures. An example is the tobacco
tax. The implementation of this type of initiative generates finances for both preventive and pro-
motional health care and to support curative programmes related to smoking. If the consumption
of tobacco falls, then the negative effects of the practice will decrease and therefore fewer resourc-
es will be required for this activity.

4. General or earmarked. Some instruments may be earmarked for specific spending purposes. There
are different views on the wisdom of creating specific earmarked taxes, in particular because they
reduce the degree of flexibility that governments have to reallocate resources among different tax
uses in response to changing needs (see Ortiz et al. 2019). In addition, some critics consider that
earmarked taxes create poor incentives for improvement and continuous progress because institu-
tions secure revenues year after year without any obligation to achieve better outcomes. Although
this argumentis valid, the option should be analysed in light of specific national contexts, especially
where a dedicated tax for a good cause, such as social protection programmes, may be politically
more plausible compared to the option of increasing general tax revenues. In addition, earmarked
taxes or social security contributions for social protection have the advantage of providing a guar-
antee of financing against the political instability in some countries that could lead to decisions on
social investment policy being changed. In many countries, the volatility of resource allocation for
financing social protection is a great challenge.

5. Global or national approaches. The design of innovative sources and their feasibility of imple-
mentation should be considered. For instance, one may ask if there will be a global collection mech-
anism or if each country should make its own arrangements. Moreover, policymakers may also be
concerned about how globally generated revenues may be distributed.

6. Institutional capacity. A complete financing strategy should also take into consideration the capac-
ity of the country to effectively collect approved taxes and social security contributions. Institutional
enforcement capacity is usually weak in developing countries and consequently levels of evasion
tends to be high. In addition, payment mechanisms that are linked to concrete results in terms of
the benefits received by beneficiaries generate incentives for taxpayers and contributors to social
insurance.

7. Innovation to capture untapped resources. Although innovative approaches, such as the Monotax
mechanism in Latin American countries, have made significant progress in extending social securi-
ty coverage to workers in the informal economy, attention is required to utilize idle resources from
the formal economy, particularly from the financial markets. For example, Fortune reports that as
of January 2020, private equity firms had $1.5 trillion in unspent cash.’® This is a massive amount
of untapped resource and could provide potential funds for social protection and other develop-
ment through public-private partnerships, levying tax on the financial system or other innovative
approaches.

16 See Ann Sraders, “Private Equity Firms are Sitting on $1.5 trillion in Unspent Cash, and Looking to Raise More”, Fortune,
25 January 2020.
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8. Social security contributions and competitiveness. Social security contributions are often blamed
for reducing the level of competitiveness of the economy. However, the most competitive econo-
mies actually have higher levels of social security contributions. This suggests that there exists a
virtuous cycle between the variables, because social contributions finance programmes and initia-
tives that improve human development and, consequently, the productive capacity of the economy.

9. Political willingness. Above all, finding and implementing new financing sources for social protection
is a political exercise. Even if a proposal for a new tax or financing mechanism is technically sound,
itis political will that determines its implementation. National social dialogues with social partners
and stakeholders are essential to ensure the political sustainability of a policy option. If stakehold-
ers are convinced about the greater need for spending in social protection, they may also play an
important role in monitoring the use of resources, transparency and accountability of the process.

Assessing taxation and ODA for closing the financing gap"’

Taxation

Member States acknowledged in the Addis Ababa Action Agenda that additional domestic public re-
sources are required in order to achieve the SDGs (UN, 2015). Taxation is usually considered the first
source of additional financing to finance non-contributory programmes. Based on the information on
tax revenues in the World Bank World Development Indicators, the global tax burden in 2018 is esti-
mated at 11.1 per cent of GDP

In order to understand the magnitude of the gap in financing SDG target 1.3 in terms of overall tax
collection, a costing exercise was undertaken to calculate and analyse the corresponding indicator. On
average, the 2019 SPF financing gap represents 13.5 per cent of the total tax revenue.

Figure 10 allows the identification of three categories of regions. The first category (Eastern Europe
and Eastern Asia) refers to places where the financing gap represents less than 10.5 per cent of total
revenues from taxes. These regions may explore the possibility of implementing reallocation strate-
gies to reduce the financing gap, which would require strong political will to prioritize social protection
in terms of public financing.

In the second category (Southern Asia, South-Eastern Asia, Oceania and sub-Saharan Africa), the financ-
ing gap represents 10 to 20 per cent of the total revenues from taxes. Even if expenditure reallocation
is an option, the level of effort needed to reduce the financing gap would require structural, long-term
measures to generate more savings for allocation to social protection; however, such measures usu-
ally take a significant amount of time.

Finally, in the third category (Arab States, Northern Africa, Northern, Southern and Western Europe,
Latin America and the Caribbean, and Central and Western Asia), the financing gap represents more
than 20 per cent of total revenues from taxes. The reduction of such a large financing gap would require
either the implementation of new taxes or a search for alternative and innovative sources of funds.

In low-income-countries, the SPF financing gap is very high - at 45 per cent of current tax revenues.
Therefore, reducing the financing gap in low-income-countries would require a significant realloca-
tion of public resources to finance social protection at the expense of other social spending priorities.

7 This section draws on Duran-Valverde et al. (2019).
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» Figure 10. Total SPF financing gap as a percentage of the tax burden in 2019, by region (low- and middle-income countries)
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Source: ILO estimates based on World Social Protection Database 2019.

Even if regions are able to finance SPFs in the short term by reallocating expenditure, in the medium
and long terms their financing strategy should include structural changes and span multiple sources
in order to achieve the objective of a universal social protection floor. Possible options include a mix
of financing sources, such as increasing taxation and social security contributions, additional ODA for
social protection and other alternatives, such as increasing corporate taxes, taxing the digital econo-
my and creating special taxes on financial transactions as discussed above.

Role of ODA

As it was done for taxation above, a similar exercise was conducted for ODA. Based on analysis of in-
formation on ODA flows to developing countries in 2017, table 10 compares the SPF financing gap with
ODA as a percentage of GDP. Overall, ODA does not seem to be a viable source if it remains at current
levels: the estimated global gap in SPF financing is five times the level of ODA currently allocated to
developing countries.

Of the 11 regions and 3 income groups considered in the exercise, only 3 categories (Arab States,
Oceania and low-income countries) have an SPF financing gap thatis smaller than their total ODA flows
and even in those instances the gap already represents a significant share of existing ODA. The SPF
financing gap is equivalent to between 65 and 85 per cent of the total ODA allocated by the OECD to
developing countries. In Latin America and the Caribbean, the gap would represent 36 times existing
ODA, while in upper-middle-income countries the multiplier would be 13.5.

Some specific regions may deserve attention. In sub-Saharan Africa, the SPF financing gap in 2019 is
equivalent to the total ODA allocation to that region. In other words, to fill the gap in financing the
SPF in that region with ODA flows only, total development assistance would have to be doubled. Table
10 gives ODA flows to Eastern Asia at 0 per cent of GDP owing to the significant influence of China
in both size of GDP and ODA outflows. If China were removed from the calculation, the level of ODA
flows would jump to 6.8 per cent of GDP and would thus greatly exceed the existing SPF financing gap.
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Even if there is room for action in some regions, in general terms the use of ODA for social protection
financing seems to be limited. For example, in order to fully close the SPF financing gap with ODA,
overall assistance for development would have to double between 2019 and 2030 and in some cases
such as Latin America and the Caribbean, regional ODA would have to be multiplied by 13. At the same
time, to achieve the desired result, the estimated increment would have to be fully allocated to social
protection, which seems unrealistic given the long list of other priority development areas. Moreover,
the idea of reassigning existing ODA to social protection without altering the level that OECD/DAC coun-
tries allocate is a very complex one given the history of past and future commitments.

This situation becomes even more complex when analysis focuses on ODA for social protection rath-
er than on total ODA allocated to all development areas. Between 2010 and 2015, the disbursed ODA
to social protection under OECD/DAC CRS code 16010 '® averaged US$2,346.7 million, while the com-
mitted level of social protection ODA totalized US$ 2,647.7 million. One of the critical characteristics of
disbursed ODA flows is its highly unstable growth rate. Over the same period, social protection ODA
grew at -1.0 per cent, so that in three of the five assessed years the rate was negative. The disbursed
flows represented 0.0037 per cent of GNI of the donor countries; since 2011, that contribution has nev-
er returned to its 2010 levels (Ortiz et al., 2017b). *®

» Table 10. Comparison of SPF financing gap in 2019 and ODA allocation in 2017, by region (low- and middle-income countries,

in percentage of GDP)

SPF financing gap in 2019 Total ODA allocations+

Swregonelgoves
Arab States 2.8 3.3
Central and Western Asia 5.3 0.9
Eastern Asia 0.4 0.0
Eastern Europe 1.2 0.7
Latin America and the Caribbean 3.6 0.1
Northern Africa 3.2 0.6
Northern, Southern and Western Europe 5.0 3.0
Oceania 8.3 4.7
South-Eastern Asia 1.5 0.3
Southern Asia 1.7 0.3
Sub-Saharan Africa 2.7 2.6

(nomegoves
Low-income countries 5.6 8.6
Lower-middle-income countries 1.9 0.6
Upper-middle-income countries 1.4 0.1
All low- and middle-income countries 1.6 0.3

Note: These ODA allocations comprise all categories of development assistance and not only social protection.

Source: ILO estimates based on World Social Protection Database 2019.

8 According to OECD/DAC, CRS code 16010 includes ODA for the following areas: social legislation and administration; insti-
tution capacity-building and advice; social security and other social schemes; special programmes for the elderly, orphans,
the disabled and street children; social dimensions of structural adjustment; and unspecified social infrastructure and ser-
vices, including consumer protection.

19 For analytical purposes, calculations were done using disbursements, that is, what is was effectively invested in that year.
The GNI utilized was the sum of all the ODA donors, including DAC and non-DAC countries, as reported by OECD.
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> Main findings, conclusions and the
way forward

»  Main figures and findings

According to ILO estimates, only 45 per cent of the world's population are covered by at least one so-
cial protection benefit. Given the specific situation of developing countries, the extent of the coverage
gap is even more worrying: coverage in those countries barely reaches 30 per cent of children, 18 per
cent of people with severe disabilities and 35 per cent of mothers with newborns.

This study shows that coverage gaps affect virtually all regions of the world and all developing coun-
tries, including upper-middle-income countries. As might be expected, the gaps in coverage - measured
as the percentage of the population who are potential beneficiaries of social protection programmes
- are significantly larger in low-income countries than in middle- or upper-middle-income countries.
For example, in low-income countries only 8.7 per cent of children and 15.3 per cent of older persons
are covered by social protection programmes, whereas in upper-middle-income countries 35 per cent
of children and 90 per cent of older persons are covered. In terms of absolute population size, total
coverage gaps are much more significant in middle- and upper-middle-income countries. More people
are excluded from social protection in a few large middle- and upper-middle-income countries than
in all low-income countries worldwide. This is a significant finding that should be taken into account
when analysing the regional and income distribution of absolute gaps in social protection financing
and considering strategies to fill the global gaps.

The total cost of the SPF with five policy areas in order to reach universal coverage in 2020 is about
US$2,476 billion. Concerning the cost of achieving universal coverage of a basic set of SPF benefits
- covering children between 0 and 5 years, women with newborn children, persons with severe dis-
abilities and older persons - the findings of this study indicate that costs vary both by region and by
country-income level. Globally, for the 134 developing countries considered in the study, the total es-
timated cost for 2020 is about US$1,040 billion or 3.3 per cent of their GDP, including administrative
expenditures. However, that cost is considerably higher in low-income countries, estimated at 8.5 per
cent of GDP. These findings are consistent with those of previous ILO studies (such as Ortiz et al. 2017).
The cost of ensuring universal health coverage increases the total cost by US$1,436.6 billion or 4.6 per
cent of the GDP of developing countries. As is the case for the four social protection benefits (children,
maternity, disability and old age), the cost for health protection is higher for low-income countries (9.7
per cent of GDP).

The findings presented in this study show that closing the global SPF financing gap in social protection,
including health care, would require an additional US$1,191.6 billion per year or 3.8 per cent of the GDP
of developing countries. This SPF financing gap varies across regions and country-income groups. It
ranges from 1.3 per cent of GDP in Eastern Asia to 9.3 per cent in Central and Western Asia and from
3.1 per cent in upper-middle-income countries to 15.9 per cent in low-income countries. In monetary
terms, however, the gap may be as low as US$2.4 billion per year in Oceania (due to the region’s small
population) or as high as US$332.2 billion per year in Latin America and the Caribbean. The financing
gap in low-income countries is estimated at US$77.9 billion per year.

In terms of the incremental financing needs to progressively achieve universal coverage by 2030, the
required amount is about US$491.1 billion in 2020 (excluding health care), equivalent to approximate-
ly 1.56 per cent of the GDP of the developing countries considered in the study. That required amount
will rise gradually in subsequent years to reach US$725.5 billion in 2030, equivalent to 1.32 per cent of
GDP. If health protection is included, the required amount by 2030 increases to US$1,200.7 billion or
2.19 per cent of GDP. For lower-middle income countries, the incremental financing needs (including
health protection) represent 11.49 per cent of GDP by 2030, while for lower-middle-income countries
it represents 3.2 per cent and for upper-middle-income countries 1.67 per cent.
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The study also assesses the capacity of contributory systems to reduce their financing gap by increas-
ing the coverage and contribution levels of existing contributory schemes. Assuming that all countries
below the expected level of coverage and contribution rates move up to that level, this would generate
additional social security contributions equivalent to 1.2 per cent of the GDP of developing countries.
In particular, low-income countries would double their current levels of collection of social security
contributions (from 0.4 to 0.8 per cent of GDP).

Domestic efforts to respond to COVID-19 amount to approximately US$10.6 trillion. However, most of
these fiscal resources were mobilized in high-income countries - a mere 0.06 per cent of that amount
was mobilized in low-income countries. International efforts are also under way to raise resources
to support countries in responding to the pandemic. As of 3 September 2020, the amount of up to
US$126.6 billion has been effectively approved and allocated to support countries in the area of social
protection and health care. Although this allocated amount has contributed to combating the crisis, it
is insufficient to cover the total financing gap of US$1,191.6 billion in social protection and health care
for developing countries in 2020.

Given the goals of the 2030 Agenda and the commitment to achieve the specific SDG targets1.3 and
SDG 3.8, these findings call attention to the need for a global effort that involves most countries and
does not focus exclusively on the poorest countries. However, strategies for achieving the goals of
universal coverage of the SPF may vary according to the specific level of development of countries.

As documented in this study, the social protection financing gap represents on average about 13.5 per
cent of the tax burden of developing countries in the pre-COVID-19 period. Many countries have the
potential to fill their gaps from domestic sources and that should undoubtedly be a policy priority. For
example, for upper-middle-income countries, the gap is equivalent to 13 per cent of the tax burden.
Experience shows that policy decisions on social protection reforms usually have a long-lasting effect
on the country’s national budget as well as on employers’ and workers’ contributions to the system. In
many countries, therefore, governments do not take such decisions in isolation; rather, they seek sup-
port and consult with a full range of stakeholders, in particular workers and employers’ organizations,
in order to ensure that decisions are politically sustainable, understood and accepted. Asworkers and
employers are the most directly affected by such decisions - in particular by the levels of contributions
and benefits in contributory systems - the success rate will increase considerably if they understand
the reasons for reforms and they can and should be involved in the smooth implementation of such
reforms. Genuine social dialogue is therefore an absolute condition of reaching these policy priorities.

On the other hand, many countries are far from being in a position to fill social protection financing
gaps through their own efforts; for example, low-income countries would require an equivalent of 45
per cent of their current tax revenues to do so (based on an analysis during normal times). Therefore,
the challenge is much greater for low-income countries, both during and outside periods of crisis as
well as in terms of the relative cost and their relative fiscal, administrative and institutional capacity.
That distinction must be considered as a critical factor in the formulation of a specific development
assistance policy. Massive financial assistance for starting up and temporarily financing benefits could
be a feasible option for addressing the SPF gap in low-income countries.

According to the estimates produced by this study, at least an annual investment of about US$77.9
billion, equivalent to 15.9 per cent of GDP of low-income countries, would be required to fill the social
protection (including health care) financing gaps in these countries. When that figure is considered as
a percentage of the GNI of donor countries, the amount becomes negligible.

However, the current level of ODA for social protection is insufficient to meet the financing needs
identified in this study. In terms of the Addis Ababa Action Agenda, many countries still fall short of
their ODA commitments. Moreover, in terms of ODA for social protection as opposed to total ODA, the
shortfall is much greater: the disbursed ODA for social protection represented 0.0047 per cent of the
GNI of donor countries in 2017.
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Moving from general strategies to specific policies and
actions

The possibilities for the development of a universal social protection system are closely linked to the
strategy and level of countries’ overall development. Social protection and social and economic devel-
opment go hand in hand and support each other. The positive effects on development of investing in
social protection are well documented and widely accepted. A new development model should place
investment in social protection and social investment in general at the heart of development policies.

The development of both contributory and non-contributory social protection systems can have a sig-
nificant positive impact in the short, medium and long terms. SPF development, for example, can lead
to an immediate reduction of poverty by improving the opportunities for better employment of young
people entering the labour market and supporting a more productive business environment that lev-
erages economic development. On the other hand, the extension of contributory systems linked to
formalization policies can also have immediate effects on the formalization of employment and enter-
prises, and poverty reduction, as well as covering people with higher levels of protection. In terms of
action, both strategies must complement each other and both are indispensable.

Opportunities to extend fiscal space exist in virtually every country, as international experience shows.
Countries and policymakers worldwide face the difficult task of thinking about and implementing inno-
vative ways of creating fiscal space beyond traditional recipes to offset the growing economic inequal-
ity. This and other ILO and United Nations studies explore and discuss several strategies for creating
fiscal space, including the actions proposed below.

Concrete actions for discussion at the level of national
governments and with social partners

1. Maximize the domestic fiscal space, including through taxes and social security contribu-
tions. The link with tax, labour market, employment and enterprise formalization policies plays a
critical role in this strategy.

2. Strengthen ODA. Developed countries should make an effort to comply with the minimum com-
mitments established in the Addis Ababa Action Agenda, which are far from being met. Given the
financing requirements for achieving the whole set of SDGs (several trillion US$), it is clear that cur-
rent ODA levels have limited capacity to fill the gap. In the area of social protection, ODA should
focus primarily on two objectives:

e First, ODA should contribute to the development of national capacities to improve social protection
systems, including the proper design, management and financial sustainability of those systems.

e Second, ODA can play an important role in the implementation of nationally defined social pro-
tection floors in low-income countries that guarantee universal protection, including by financ-
ing social protection benefits where national resources are insufficient.

3. Foster transitions from the informal to the formal economy. These are critical for promoting
coverage and financing based on taxes and social security contributions. Social security contribu-
tions must continue to play a fundamental role in financing social protection. Formalization, decent
work and the extension of contributory coverage are indispensable policies and are directly linked
to an integrated, fairer and more inclusive development model.

4. Commit the IFIs to play a bigger part in protecting social expenditure. The IMF, in particular,
could play a critical role. In that regard, it is crucial to refer to the IMF's recent commitments to de-
veloping a strategic framework that will provide broad guidance for future IMF engagement on so-
cial protection issues, including the use of social spending floors.

5. Work at multiple levels (global, regional, national) with diverse actors, including the IFIs, to
increase financing mechanisms for social protection through national and global solidari-
ty and promote the application of ILO standards in financing social protection, prioritizing
low-income countries. This action could facilitate the identification of sources to temporarily and
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partially finance social protection benefits in low-income countries (through matching and oth-
er conditions), as well as the protection of countries in need against the shocks linked to climate
change, humanitarian crises and health emergencies. The estimates presented in this study pro-
vide a sound basis for initiating discussions on designing such mechanisms.
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» A.1. Number of low- and middle-income countries and territories included in estimation of current coverage rates

Children Maternity Disability Old age
Arab States 4 4 4 5
Central and Western Asia 10 10 10 1
Eastern Asia 2 3 2
Eastern Europe 6 6 6 6
Latin America and the
Caribbean 24 23 23 24
Northern Africa 7 6 7 7
Northern, Southern and
Western Europe 5 5 4 6
Oceania 1 8 8 1
South-Eastern Asia 9
Southern Asia 8
Sub-Saharan Africa 42 45 45 45
Low-income countries 28 28 28 29
Lower-middle-income
countries 43 46 46 47
Upper-middle-income
countries 57 53 52 58

» A.2. Population of projected beneficiaries for universal coverage scenario, by type of social protection benefit and region
(low- and middle-income countries), 2020

Region Children Maternity Severe disability Old age Health care
Arab States 14,193,813 2,655,907 2,815,253 4,184,375 104,994,431
Gentral and Western 24,819,268 4,525,376 6,403,268 14,283,194 212,648,773
Eastern Asia 98,383,636 18,265,253 44,610,206 173,771,837 1,479,264,645
Eastern Europe 15,940,987 2,657,312 7,114,849 36,951,478 227,128,067
Latin America and the

Caribbean 59,526,177 10,441,316 16,294,379 52,545,409 630,520,327
Northern Africa 35,686,102 6,091,081 8,030,922 14,707,928 259,061,992
Northern, Southern

and Western Europe 987,270 177,366 571,572 2,790,072 17,861,623
Oceania 1,597,914 295,842 359,912 520,141 1,163,179
South-Eastern Asia 68,027,777 12,031,320 19,216,465 45,209,900 662,636,715
Southern Asia 206,190,489 37,170,873 55,029,268 118,467,428 1,897,560,961
Sub-Saharan Africa 201,220,075 39,299,694 32,445,529 33,550,368 1,091,692,939
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» A.3. Current expenditure in social assistance as a percentage of GDP, by region (low- and middle-income countries), estimat-

ed as at 2018

Region Percentage of GDP
Arab States 2.2
Central and Western Asia 1.6
Eastern Asia 0.4
Eastern Europe 3.2
Latin America and the Caribbean 1.2
Northern Africa 1.0
Northern, Southern and Western Europe 3.3
Oceania 1.5
South-Eastern Asia 0.9
Southern Asia 0.5
Sub-Saharan Africa 1.2

» A.4. Social protection expenditure as a percentage of GDP, by type of social protection benefit and region (low- and

middle-income countries), estimated as at 2019

Region Children Maternity Severe disability Old-Age
Arab States 1.0 0.3 0.9 1.3
Central and Western Asia 1.1 0.3 1.4 3.8
Eastern Asia 0.1 0.0 0.1 0.4
Eastern Europe 0.3 0.1 0.6 3.0
Latin America and the Caribbean 0.8 0.2 0.9 2.7
Northern Africa 1.1 0.3 1.0 1.7
Northern, Southern and Western Europe 0.4 0.1 1.0 5.8
Oceania 1.0 0.2 0.9 1.4
South-Eastern Asia 0.4 0.1 0.4 1.3
Southern Asia 0.5 0.1 0.5 1.0
Sub-Saharan Africa 1.4 0.3 0.9 1.0
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» A.5. Estimated incremental financing needs for social protection by region

(low- and middle-income countries), in US$ billions, 2020-2030

Region 2020 2021 2022 2023 2024
Arab States 14.2 13.5 1n7 13.8 15.7
Central and Western Asia 86.6 84.9 65.2 69.8 74.6
Eastern Asia 103.1 15.7 100.8 107.6 15.2
Eastern Europe 59.8 62.6 37.7 39.9 42.2
Latin America and the Caribbean 230.2 222.4 176.2 192.5 209.5
Northern Africa 30.2 30.4 29.1 32.8 37.0
Northern, Southern and Western Europe 4.3 4.2 3.2 3.6 4.1
Oceania 1.2 1.2 1.2 1.4 1.5
South-Eastern Asia 58.4 56.2 53.3 58.6 65.7
Southern Asia 98.4 110.3 17.2 126.9 140.8
Sub-Saharan Africa 82.8 79.7 87.3 96.3 109.7

Region 2025 2026 2027 2028 2029 2030
Arab States 17.5 19.6 22.4 23.8 25.7 26.7
Central and Western Asia 79.8 84.8 89.4 94.1 99.3 102.3
Eastern Asia 124.4 128.9 135.9 142.3 149.7 153.2
Eastern Europe 44.6 46.4 48.2 49.6 51.0 51.0
Latin America and the Caribbean 2275 245.0 262.3 280.5 299.5 317.1
Northern Africa 41.4 46.3 50.4 54.5 59.0 60.2
Northern, Southern and Western Europe 4.6 5.0 54 5.8 6.2 6.6
Oceania 1.7 1.9 2.1 2.3 2.5 2.6
South-Eastern Asia 73.2 80.9 86.9 94.0 101.2 103.7
Southern Asia 154.2 168.4 181.0 194.6 208.2 211.4
Sub-Saharan Africa 19.5 133.0 141.2 152.1 162.6 165.9

» A.6. Estimated incremental financing needs for social protection by country-income group

(low- and middle-income countries), in US$ billions, 2020-2030

Country-income group 2020 2021 2022 2023 2024
Low-income countries 48.1 48.6 53.9 59.9 68.7
Lower-middle-income countries 203.2 209.3 219.7 240.0 268.4
Upper-middle-income countries 517.6 523.2 409.4 443.3 479.1

Country-income group 2025 2026 2027 2028 2029 2030
Low-income-countries 4.1 82.8 87.4 93.4 100.3 100.9
Lower-middle-income countries 296.1 326.3 351.7 379.4 406.7 413.4
Upper-middle-income countries 518.0 551.1 586.2 620.9 657.9 686.3
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» A.7.Social insurance coverage rates as a percentage of the labour force, by region

(low- and middle-income countries)

Region Percentage of labour force
Arab States 28.4
Central and Western Asia 47.5
Eastern Asia 81.3
Eastern Europe 72.2
Latin America and the Caribbean 36.1
Northern Africa 35.0
Northern, Southern and Western Europe 52.2
Oceania 55.7
South-Eastern Asia 21.8
Southern Asia 21.1
Sub-Saharan Africa 10.6

» A.8. Classification of countries and territories by income group

Income group Countries and territories

High-income Andorra, Australia, Austria, Antigua and Barbuda, Aruba, Bahrain, Bahamas, Barbados, Belgium, Bermuda,
British Virgin Islands, Brunei Darussalam, Canada, Cayman Islands, Channel Islands, Chile, Curacao, Cyprus,
Czechia, Denmark, Estonia, Faeroe Islands, Falkland Islands (Malvinas), Finland, France, French Guiana, French
Polynesia, Germany, Gibraltar, Greece, Greenland, Guam, Guernsey, Hong Kong (China), Hungary, Iceland,
Ireland, Isle of Man, Israel, Italy, Japan, Jersey, Korea (Republic of), Kuwait, Latvia, Liechtenstein, Lithuanisa,
Luxembourg, Macau (China), Malta, Martinique, Monaco, Netherlands, Netherlands Antilles, New Caledonia,
New Zealand, Niue, Norfolk Island, Northern Mariana Islands, Norway, Oman, Palau Islands, Poland, Portugal,
Puerto Rico, Qatar, Réunion, Saint Kitts and Nevis, Saint Martin (French part), Saint Pierre and Miquelon, San
Marino, Saudi Arabia, Seychelles, Singapore, Saint Maarten (Netherlands), Slovakia, Slovenia, Spain, Sweden,
Switzerland, Taiwan (China), Trinidad and Tobago, Turks and Caicos Islands, United Arab Emirates, United
Kingdom, United States, United States Virgin Islands. Uruguay, Wallis and Futuna Islands

Upper-middle-income Albania, Algeria, Anquilla, American Samoa, Argentina, Azerbaijan, Belarus, Belize, Bosnia and Herzegovina,
Brazil, Botswana, Bulgaria, China, Colombia, Cook Islands, Costa Rica, Croatia, Cuba, Dominica, Dominican
Republic, Ecuador, Equatorial Guinea, Fiji, Gabon, Grenada, Guadeloupe, Guyana, Iran (Islamic Republic of),
Irag, Jamaica, Kazakhstan, Lebanon, Libya, North Macedonia, Malaysia, Maldives, Marshall Islands, Mauritius,
Mexico, Montenegro, Montserrat, Namibia, Nauru, Panama, Paraguay, Peru, Romania, Russian Federation,
Saint Lucia, Saint Vincent and the Grenadines, Samoa, Serbia, South Africa, Suriname, Thailand, Tonga, Turkey,
Turkmenistan, Tuvalu, Venezuela (Bolivarian Republic of)

Lower-middle-income Armenia, Angola, Bangladesh, Bhutan, Bolivia (Plurinational State of), Cabo Verde, Cambodia, Cameroon;
Congo, Céte d'lvoire, Djibouti, Egypt, El Salvador, Micronesia (Federated States of), Georgia, Ghana,
Guatemala, Honduras, India, Indonesia, Jordan, Kenya, Kiribati, Kosovo, Kyrgyzstan, Lao People's Democratic
Republic, Lesotho, Mauritania, Mayotte, Moldova (Republic of), Mongolia, Morocco, Myanmar, Nicaragua,
Nigeria, Occupied Palestinian Territory, Pakistan, Papua New Guinea, Philippines, Saint Helena, Sao Tome and
Principe, Solomon Islands, Sri Lanka, Sudan, Eswatini, Syrian Arab Republic, Tajikistan, Timor-Leste, Tunisia,
Ukraine, Uzbekistan, Vanuatu, Viet Nam, Western Sahara, Yemen, Zambia

Low-income Afghanistan, Benin, ; Burkina Faso, Burundi, Central African Republic, Chad, Comoros, Congo (Democratic
Republic of the), Eritrea, Ethiopia, Gambia, Guinea, Guinea-Bissau, Haiti, Korea (Democratic People's Republic
of); Liberia, Madagascar, Malawi, Mali, Mozambique, Nepal, Niger, Rwanda, Senegal, Sierra Leone, Somalia,
South Sudan, Tanzania (United Republic of), Togo, Uganda, Zimbabwe
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» A.9. Classification of countries and territories by regional grouping

Region

Subregion (broad)

Countries and territories

Africa

Americas

Arab States

Asia and the Pacific

Europe and Central
Asia

Northern Africa

Algeria, Eqgypt, Libya, Morocco, Sudan, Tunisia, Western Sahara

Sub-Saharan Africa

Angola, Benin, Botswana, Burkina Faso, Burundi, Cabo Verde, Cameroon, Central African
Republic, Chad, Comoros, Congo, Congo (Democratic Republic of), Cote d'lvoire, Djibouti,
Equatorial Guinea, Eritrea, Ethiopia, Gabon, Gambia, Ghana, Guinea, Guinea-Bissau, Kenya,
Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius, Mayotte, Mozambique,
Namibia, Niger, Nigeria, Réunion, Rwanda, Saint Helena, Sao Tome and Principe, Senegal,
Seychelles, Sierra Leone, Somalia, South Africa, South Sudan, Sudan, Eswatini, Tanzania
(United Republic of), Togo, Uganda, Zambia, Zimbabwe

Latin America and the
Caribbean

Anguilla, Antigua and Barbuda, Argentina, Aruba, Bahamas, Barbados, Belize, Bolivia
(Plurinational State of), Brazil, British Virgin Islands, Cayman Islands, Chile, Colombia, Costa
Rica, Cuba, Curagao, Dominica, Dominican Republic, Ecuador, El Salvador, Falkland Islands
(Malvinas), French Guiana, Grenada, Guadeloupe, Guatemala, Guyana, Haiti, Honduras,
Jamaica, Martinique, Mexico, Montserrat, Netherlands Antilles, Nicaragua, Panama, Paraguay,
Peru, Puerto Rico, Saint Kitts and Nevis, Saint Lucia, Saint Martin (French part), Saint Vincent
and the Grenadines, Saint Maarten (Netherlands), Suriname, Trinidad and Tobago, Turks and
Caicos Islands, United States Virgin Islands, Uruguay, Venezuela (Bolivarian Republic of)

North America

Bermuda, Canada, Greenland, Saint Pierre and Miquelon, United States

Arab States

Bahrain, Irag, Jordan, Kuwait, Lebanon, Occupied Palestinian Territory, Oman, Qatar, Saudi
Arabia, Syrian Arab Republic, United Arab Emirates, Yemen

Eastern Asia

China, Hong Kong (China) Japan, Korea (Democratic People's Republic of), Korea (Republic of),
Macau (China), Mongolia, Taiwan (China)

South-Eastern Asia

Brunei Darussalam, Cambodia, Indonesia, Lao People's Democratic Republic, Malaysia,
Myanmar, Philippines, Singapore, Thailand, Timor-Leste, Viet Nam

Southern Asia

Afghanistan, Bangladesh, Bhutan, India, Iran (Islamic Republic of), Maldives, Nepal, Pakistan,
SriLanka

Oceania

American Samoa, Australia, Cook Islands, Fiji, French Polynesia, Guam, Kiribati, Marshall
Islands, Micronesia (Federated States of), Nauru, New Caledonia, New Zealand, Niue, Norfolk
Island, Northern Mariana Islands, Palau Islands, Papua New Guinea, Samoa, Solomon Islands,
Tokelau, Tonga, Tuvalu, Vanuatu, Wallis and Futuna Islands

Northern, Southern
and Western Europe

Albania, Andorra, Austria, Belgium, Bosnia and Herzegovina, Channel Islands, Croatia,
Denmark, Estonia, Faeroe Islands, Finland, France, Germany, Gibraltar, Greece, Guernsey,
Iceland, Ireland, Isle of Man, Italy, Jersey, Kosovo, Latvia, Liechtenstein, Lithuania,
Luxembourg, North Macedonia, Malta, Monaco, Montenegro, Netherlands, Norway, Portugal,
San Marino, Serbia, Slovenia, Spain, Sweden, Switzerland, United Kingdom

Eastern Europe

Belarus, Bulgaria, Czechia, Hungary, Moldova (Republic of), Poland, Romania, Russian
Federation, Slovakia, Ukraine

Central and Western
Asia

Armenia, Azerbaijan, Cyprus, Georgia, Israel, Kazakhstan, Kyrgyzstan, Tajikistan, Turkey,
Turkmenistan, Uzbekistan
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» A.10. List of developing countries and territories included in the study

Type

Countries and territories

4 policy areas of social pro-
tection

Health care

Afghanistan, Albania, Algeria, Angola, Argentina, Armenia, Azerbaijan, Bangladesh, Belarus, Belize, Benin,
Bhutan, Bolivia (Plurinational State of), Bosnia and Herzegovina, Botswana, Brazil, Bulgaria, Burkina Faso,
Burundi, Cambodia, Cameroon, Cabo Verde, Central African Republic, Chad, China, Colombia, Comoros, Congo,
Costa Rica, Cote d’lvoire, Djibouti, Dominica, Dominican Republic, Democratic Republic of the Congo, Ecuador,
Eqypt, El Salvador, Equatorial Guinea, Eritrea, Eswatini, Ethiopia, Fiji, Gabon, Gambia, Georgia, Ghana, Grenada,
Guatemala, Guinea, Guinea-Bissau, Guyana, Haiti, Honduras, India, Indonesia, Iraq, Iran (Islamic Republic of),
Jamaica, Jordan, Kazakhstan, Kenya, Kiribati, Kosovo, Kyrgyzstan, Lao People's Democratic Republic, Lebanon,
Lesotho, Liberia, Libya, Madagascar, Malawi, Malaysia, Maldives, Mali, Marshall Islands, Mauritania, Mauritius,
Mexico, Micronesia, Moldova (Republic of), Mongolia, Montenegro, Morocco, Mozambique, Myanmar, Namibia,
Nauru, Nepal, Nicaragua, Niger, Nigeria, North Macedonia, Occupied Palestinian Territory, Pakistan, Papua New
Guinea, Paraguay, Peru, Philippines, Romania, Russian Federation, Rwanda, Saint Lucia, Samoa, Sao Tome and
Principe, Senegal, Serbia, Sierra Leone, Solomon Islands, South Africa, South Sudan, Sri Lanka, St. Vincent

and the Grenadines, Sudan, Suriname, Syrian Arab Republic, Tajikistan, United Republic of Tanzania, Thailand,
Timor-Leste, Togo, Tonga, Tunisia, Turkey, Turkmenistan, Tuvalu, Uganda, Ukraine, Uzbekistan, Vanuatu,
Venezuela (Bolivarian Republic of), Viet Nam, Yemen, Zambia, Zimbabwe.

Afghanistan, Albania, Algeria, Angola, Argentina, Armenia, Azerbaijan, Bangladesh, Belarus, Belize, Benin,
Bhutan, BoIiVia(PIurinationaIState of), Bosnia and Herzeqovma Botswana, Brazil, Bulgaria Burkina Faso
Burundi Cambodia, Cameroon, Cabo Verde, Central African Republic, Chad, China, Colombia, Comoros, Conqo,
Costa Rica, Cote d‘Ivoire, Cuba, Djibouti, Dominica, Dominican Republic, Democratic Republic of the Conqo,
Ecuador, Egypt, EI Salvador, Equatorial Guinea, Eritrea, Eswatini, Ethiopia, Fiji, Gabon, Gambia, Georgia, Ghana,
Grenada, Guatemala, Guinea, Guinea-Bissau, Guyana, Haiti, Honduras, India, Indonesia, Iraq, Iran (Islamic
Republic of), Jamaica Jordan Kazakhstan, Kenya Kiribati, Kyrqyzstan Lao Peoples Democratic Republic,
Lebanon, Lesotho, Liberia Libya Madagascar Malawi, MaIayS|a Maldives, Mali, Marshall Islands, Mauritania,
Mauritius Mexico, Microne5|a Moldova (Republic of), Mongolia Morocco, Mozambique Myanmar Namibia,
Nauru, NepaI, Nicaragua, Niger, Nigeria, North Macedonia, Pakistan, Papua New Guinea, Paraguay, Peru,
Philippines, Romania, Russian Federation, Rwanda, Saint Lucia, Samoa, Sao Tome and Principe, Senegal,
Serbia, Sierra Leone, Solomon Islands, South Africa, Sri Lanka, St. Vincent and the Grenadines, Sudan,
Surmame Syrian Arab Repubilic, TaJIKIStaI’\ United Republic of Tanzania, Thailand, Timor- Leste Togo, Tonga
Tunisia, Turkey Turkmenistan, Tuvalu, Uganda, Ukraine, Uzbekistan, Vanuatu Venezuela (Bolivarian Republic
of), Viet Nam, Yemen, Zambia, Zimbabwe.
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