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Foreword

Social security is a human right but it is not geeality. Only 45 per cent of the global
population are effectively covered by at least @oeial protection benefit, while the
remaining 55 per cent — as many as 4 billion peemee unprotected. This global estimate
hides regional differences, with the highest cogergaps in Asia and Africa.

Extending social protection coverage is a matteurgfency in order to eliminate
poverty, reduce inequality, facilitate access taltiecare and education, promote gender
equality and achieve decent work for all. That lsywlosing the social protection gap lies
at the heart of the 2030 Agenda for Sustainablesldgwent. In particular, target 1.3 of the
Sustainable Development Goals (SDGs) urges cosntige “[iimplement nationally
appropriate social protection systems and measoredl, including floors ...".

SDG target 1.3 can be achieved by the establishimaiticountries of social protection
floors defined as a national set of basic socialisey guarantees. Social protection floors
comprise access to essential health care and insemity across the life cycle. Income
security can be achieved by providing those wheeHaeen affected by a loss of income
with child benefits and family allowances; mateyrand unemployment benefits; sickness
and disability benefits; and old-age pensions.

Today countries spend on average 11.1 per ceheofgross domestic product (GDP)
on public social protection, although that globaydstment hides regional differences.
Public social protection expenditure (excludingltieprotection) is estimated to be higher
in Europe and Central Asia (16.5 per cent of GDBhtin Asia and the Pacific (7.4 per cent)
or Africa (5.9 per cent). Closing the coverage galb require additional investments in
social protection, which can and should be achidwedncreasing the “fiscal space” for
social protection.

The International Labour Organization estimated thdow-income, lower middle-
income and middle-income countries, a social ptmedloor package, excluding health,
would cost 2.4 per cent of their GDP on averagewvéi@r, some of those countries have
already established some guarantees of a socigtian floor. The present study aims to
calculate what additional investment would be regplito establish a social protection floor
in all countries and reach SDG target 1.3 by 2038lso measures incremental financing
needs to illustrate how existing gaps can be clgsedressively to achieve 100 per cent
coverage by 2030. Finally, it analyses potentiakses of financing to create the additional
fiscal space needed.

The study is based on data obtained for 134 casamd territories around the world.
However, it cannot replace the country-level cgstimd fiscal planning exercises that are
urgently needed to meet the SDGs. National effghtaild be led by governments through
national social dialogues with workers and emplsyasrganizations and with the
participation of civil society, academia, relevasiited Nations agencies, international
financial institutions and other development pardne

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

Valérie Schmitt

Director ad interim

Social Protection Department
International Labour Office
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“Everyone, as a member of society, has the righbvtial security ... Universal Declaration
of Human RightsArticle 22.

“Everyone has the right to a standard of livingcadse for the health and well-being of
himself and of his family, including food, clothingousing and medical care and necessary
social services, and the right to security in then¢é of unemployment, sickness, disability,
widowhood, old age or other lack of livelihood iircamstances beyond his control”.
“Motherhood and childhood are entitled to specéecand assistance. All children, whether
born in or out of wedlock, shall enjoy the sameaaqarotection.”Universal Declaration of
Human RightsArticle 25.

Vi
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Executive summary

This paper provides regional and global estimatabe costs and financing gaps of
target 1.3 of the Sustainable Development Goalsg§Delating to social protection and
analyses a number of options for filling those ficiag gaps in the developing countries
using domestic and external resources. The pap®idars four policy areas (excluding
health) of the social protection floor (SPF): chéld, maternity, disability and old age. It
estimates the coverage gaps for each area; thefqustviding universal coverage; the total
financing gap for achieving universal coverage Bil2 and the annual incremental
financing needs to progressively achieve univecsa&krage between 2019 and 2030. In
addition to measuring the cost and financing gagsdcial protection floor (i.e. with respect
to non-contributory social protection systems), phper attempts to estimate the financing
gap of contributory systems — and therefore ther@l fiscal space that could be created
assuming a potential increase in social securitye@e or contribution rates or both.
Finally, it provides a list of fiscal space optippaying particular attention to options for
raising revenues using taxation and official depeient assistance (ODA).

The study draws on the latest data available fremelbping countries and territories,
which are classified into three income groups usiireg\World Bank’s country classification
by income group, as well as regional groups acogrdb the International Labour
Organization (ILO) regional classification.

Key results

1. Coverage rates by country-income groupUpper-middle-income countries show
about 90 per cent coverage of older persons aged 6%er, while in the other social
protection areas, coverage is as low as 33.8 perfoe disability or as moderate as
53.6 per cent for maternity. Among lower-middleente countries, the best-
performing policy area is maternity, which coversgon every three mothers, while
none of the other policy areas achieve 30 peramrarage and disability benefits cover
only 8.6 per cent of persons with severe disabiitynditions. Finally, low-income
countries present very low coverage across thereift social protection areas, with
disability having the lowest coverage (1 per ceatjong all regions and types of
benefits. Only about 15 per cent of the elderlyeiee a pension in low-income
countries.

2. The cost of a social protection floor comprised dbur benefit areas.The total cost
of the universal package is estimated at US$798i6nbin 2019, of which US$754.9
billion represents the cost of providing the betsednd the remainder the administrative
costs. In other words, this amount is the globait @d achieving the universal SPF
package in 2019. The total cost, including the aistriative cost, is estimated at 2.4
per cent of the gross domestic product (GDP) ofithesloping countries in the sample.
By geographic regions, the cost of the top thregoress — Latin America and the
Caribbean, Eastern Asia and Eastern Europe — asitubtS$439.5 billion or 55.5 per
cent of the total cost. One of every three doll@irghe cost corresponds to Latin
America and the Caribbean alone. By benefit ared$ per cent of the total cost
derives from old-age benefits, followed by disdapibenefits at 19.1 per cent. Costs by
country-income group range from US$31.1 billion fow-income countries to
US$577.4 billion for upper-middle-income countrida. GDP terms, the cost is
estimated at 6.4 per cent of GDP for low-incomentoes, 2.6 per cent for lower-
middle-income countries and 2.3 per cent for uppieldle-income countries.

3. The financing gap in providing universal coverage bthe SPF in 2019.The
estimated financing gap in 2019 — the amount netaladhieve universal coverage of
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the SPF in the current year — is US$527.1 billiorl® per cent of the GDP of the
developing countries considered in the study. Abowb thirds of the gap

(US$364.8 hillion) corresponds to the share of wppieldle-income countries and
5.6 per cent (US$26.8 billion) to the share of limeeme countries. This is partly
explained by the composition of the sample, in WhHav-income countries represent
a smaller share of the total number of developiogntries than the other country-
income groups. Differences in the amounts of béhificountries in different country-
income groups are an additional explaining factor.

4. The incremental financing needs for progressive umersal coverage between 2019
and 2030.If the universal coverage of the SPF is achievesyiessively over the
period 2019-2030, the annual incremental financiegd is about US$246.5 billion
(0.75 per cent of GDP) in 2019, after which thechedl increase progressively to
reach US$735.2 (1.24 per cent of GDP) by 2030.elative terms, low-income
countries require a greater proportion of their Gi3Padditional spending needs. For
example, by 2030 the incremental financing neetineédch 3.78 per cent of GDP in
low-income countries, 1.34 per cent in lower-miditleome countries and 1.16 per
cent in upper-middle-income countries.

5. The social protection financing gap in contributory systems and potential fiscal
space Globally, social security contributions could regent 6.3 per cent of the GDP
of the developing countries if all countries that @urrently below the expected
average coverage/contribution trends were to thisie contributions to the expected
level. The expected net increment in fiscal spaeatmon through this channel would
be a gain of 1.2 per cent of GDP.

6. Assessing taxation and ODA options for closing theocial protection financing
gap. The global tax burden in 2018 is estimated at p&ricent of GDP. On average,
the universal SPF financing gap in 2019 repres&ftS per cent of the total tax
collection — or 45.0, 16.3 and 13.0 per cent, retpay, for low-income, lower-
middle-income and upper-middle-income countrie® $RF financing gap’s very high
share of current taxes in low-income countriesd4fer cent) makes it very unlikely
that it can be reduced by a significant proportiorcountries with limited capacity to
generate domestic resources, external assistatidhevefore be required. While the
SPF financing gap in 2019 is estimated at 1.6 get af GDP, the total ODA allocation
to developing countries (in the sample) was 0.3ceet of GDP in 2017. Therefore,
the current level of ODA is insufficient to meetetfinancing needs identified by the
study.

Social dialogue is important to identify policy guities and ensure the smooth
implementation of any reforms in social protectidxperience has shown that policy
decisions on social protection reforms usually haveng-lasting effect on the country’s
national budget, as well as on employers’ and wistlentributions to the system. In many
countries, therefore, governments do not take gieciisions in isolation; rather, they seek
support from the full range of political partiesarder to ensure that decisions are politically
sustainable and they hold social dialogue (corsoits) with stakeholders, including
employers’ and workers’ organizations, in orderetwsure a better understanding and
acceptance of their decisions.

In terms of meeting financing needs, the challeisgmuch higher for low-income
countries, both in terms of the relative cost &nthand their relative capacity. This situation
must be considered as a critical factor in the fdation of a specific development assistance
policy. Massive financial assistance for startipgamd temporarily financing benefits could
be a feasible option for addressing the SPF gajmvinincome countries with limited
domestic capacity.

XVi
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1.

Introduction

In September 2015, leaders around the world addp&e#030 Agenda for Sustainable
Development, which promises that by 2030 the wailtlhave made significant progress
towards sustainable development and social, ecanand environmental justice.

Social protection plays a central role in implemerihg the 2030 Agenda Social
protection contributes to ending poverty (SDG tafdg8); achieving healthy lives and well-
being (SDG target 3.8); gender equality (SDG tabgé); decent work and economic growth
(SDG target 8.5); and reducing inequality (SDGeatdd.4). Increased investments in social
protection are necessary, as reflected in SDGttdrgeon resource mobilization and SDG
indicator 1.a.2 on measuring public spending omas@cotection, health and education. In
particular, SDG target 1.3 calls on countries t@lement “nationally appropriate social
protection systems and measures for all, includiogrs ...”. In other words, it calls on
countries to achieve universal coverage and apjategprotection for all.

The ILO’s two-dimensional strategy on the extensiof social protection provides
a practical pathway for countries to meet SDG targe1.3. According to the ILO’s
strategy, which was adopted by the Internationdous Conference in 2011, countries
should at the same time pursue a “horizontal” esttanof social protection (ensuring that
all peopleare covered with at least a basic level of sogglurity defined as the social
protection floor) and a “vertical” extension (enisgrthat more and more people have access
to higher levelsof protection).

Social protection should be universal, comprehensévand adequate.The social
protection floor is by nature universal, which me#mat all residents and all children should
be able to exercise their rights to it. At the samee, the level of the floor cannot be
minimalistic because, again under the ILO’s two-girsional strategy, it should “secure
protection aimed at preventing or alleviating poyevulnerability and social exclusion”.
Levels of benefits should, therefore, be provided level that is deemed adequate to live a
life in dignity. Finally, protection should be piided not only for specific categories of
people or at certain points in life but across fiife cycle, which refers to the
comprehensiveness of social protection. Accordmthe life-cycle approach reflected in
ILO Social Protection Floors Recommendation, 2042.(202), at least four guarantees
should be included in all national social protectftbors: access to essential health care,
including maternity care; basic income security ¢bildren; basic income security for
persons in active age who are unable to earn mrifictncome, in particular in cases of
sickness, unemployment, maternity and disabilitgt basic income security or pensions for
older persons.

Today 55 per cent of the world’s population stillive without any social protection.
This massive social protection gap is a real anly tfareat to 4 billion people’s lives and
well-being. Only one in three children (35 per ¢dr@nefit from child allowances that enable
them to receive childcare, nutrition and educati@mly 41 per cent of women with
newborns receive maternity cash benefits that geothem with income security during the
critical first few months of life of their childref©nly one in five unemployed workers — or
22 per cent worldwide — receive unemployment bésne®nly 28 per cent of people with
severe disabilities receive disability benefits.d€l persons are perhaps the least
disadvantaged of the four groups in terms of squiatlection, with 68 per cent of all persons
above retirement age receiving a pension; howékerlevels of their benefits are in many
cases insufficient. In short, despite significardgress in the extension of social protection
coverage, many people are left unprotected anctfibrer renewed efforts are needed to
realize the human right to social protection arfiece the SDGs.
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Universal social protection coverage is feasible ideveloping countries.At least
23 low- and middle-income countries have achievedarsal social protection coverage for
at least one social protection benefit (e.g. actesdd-age pensions). However, in many
cases such protection is not comprehensive anigvbés of benefits are not adequate. The
Global Partnership for Universal Social Protectfod$P2030) was launched in New York
during the seventy-first session of the United dlati General Assembly, on 21 September
2016, co-chaired by the ILO and the World Banlaiths to stimulate all countries to make
significant progress towards achieving SDG targ8tdnd to mobilize development aid
around SDG target 1.3. Members of the USP2030 lagveed to promote five actions:
protection throughout the life cycle; universal eage; national ownership; sustainable and
equitable financing; and participation and soci@lajue. The United Nations, notably
through the Social Protection Floor Initiative sigoporting the achievement of SDG target
1.3 through joint programming, technical assistaamue resource mobilizatiohThirty-six
United Nations country teams recently benefitednfamUS$ 72 million allocation from the
Joint Fund for Agenda 2030 to support countriesatals the achievement of the SDGs on
social protection.

To close coverage gaps, countries need to assessl a@ipbse financing gaps.
Progressive realization of universal social pratecby 2030 in the developing countries
requires an understanding of (a) the current cgeegaps in the different areas of social
protection, (b) the total costs and annual incraaidinancing needed to close those gaps
and (c) the strategies required to find domestid arternal resources to finance the
additional spending needs. To identify the costsfarancing requirements in different areas
of the SDGs, a number of recent attempts have tmem, including within the United
Nations system, such as the Sustainable Develop8wntions Network (SDSN) costing
and financing team headed by Professor Jeffrey sSamid international financial
institutions, including the International Monetd&iynd (IMF). Previous ILO initiatives have
also tried to shed light on the affordability osimasocial protection in developing countries.
Yet there is a lack of comprehensive analysis effiiancing gap in social protection that
pays attention to both its components — social rigatontributions and social assistance —
and provides a quantitative assessment to showttgap can be closed by the year 2030.

This paper fills the knowledge gap by (a) providingegional and global estimates
of the costs and financing gaps of SDG target 1.3d (b) analysing several options to
fill the financing gaps using domestic and externatesources.Using a data set of 134
developing countries, the paper focuses on fouicpakeas of social protection (excluding
health): children, maternity, disability and oldead-or each policy area, it estimates the
coverage gaps, the cost of providing universal e and the total financing needs for
achieving universal coverage (the SPF financing.g8pcial protection can be provided
through contributory and non-contributory (tax-ficad) schemes. Therefore, in addition to
considering measures for non-contributory scherttes, paper assesses the amount of
additional resources that could be generated Bneiktg social insurance. It also analyses
the potential for creating fiscal space to achien&ersal coverage by 2030 through other
strategies, including by obtaining it from domesticl external resources.

The study is organized in eight chapters. Chapsem@marizes the findings of selected
studies on measuring SDG financing needs. Chaptex@ains the objectives and
methodology of the paper and presents the soufcdata. Chapter 4 describes the main
trends in global and regional social protectionerage and patterns of social protection
financing. Chapter 5 presents the analysis andtsesti the estimates of the costs and
financing gaps of the four social protection a@@ssidered in this study. Chapter 6 provides
an assessment of the additional resources thal beujenerated from contributory systems

1 See the UN Social Protection Floor Initiative (SIPFat https://www.social-protection.org/
gimi/ShowProject.action?id=2767.
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by extending social insurance. Chapter 7 discyssetial fiscal space options for closing
the social protection financing gaps. Finally, Clea8 summarizes the key findings and
provides conclusions and concrete actions to heigrchine a way forward.

2.  Summary of the findings of selected studies
on measuring SDG financing needs

There is no comprehensive study on assessing tlaadial gaps to achieve SDG
target 1.3. Existing studies focus on measuringtst of a set of social protection benefits
without considering the financing gaps to achiesreegal (if not all) SDGs by 2030. This
chapter presents findings on costing and financaegs from a list of selected studig¢bat
take several SDGs, including social protectiorg extcount.

According to a previous ILO study (Ortiz et al.,17@), the average cost of a
comparable social protection floor package in apanof 101 developing countries is
equivalent to 1.6 per cent of the GDP of those tioes) over a range from 0.9 to 2.9 per
cent of GDP depending on the region. The averageafca comparable social protection
floor package in a sample of 57 low-income and lem@dle-income countries is
equivalent to 4.2 per cent of their GDP, over aggeafrom 0.3 per cent in Mongolia to 9.8
per cent in Sierra Leone. That study provides ttel tcost of a social protection floor
package but does not take into account currenbmeitiexpenditures on social protection
floor. Therefore, it does not provide an estimatghe additional investment needed to
achieve the social protection floor. However, mahyhose countries are not starting from
scratch and have already established some soadigtion floor programmes. Therefore,
the present study fills that knowledge gap by esfiing the additional investment, beyond
existing levels of spending, that will be necesdargstablish a social protection floor in all
countries and achieve SDG target 1.3 by 2030.

According to Schmidt-Traub (2015), it will cost &lirillion a year to end extreme
poverty for 700 million people and meet the othmb#ious targets included in the 2030
Agenda. That study includes 27 low-income countgesl 38 lower-middle-income
countries according to World Bank country-incomassifications and its results are based
on the sectors of education, health, power, roadter and sanitation, agriculture and food
security, telecommunications and ecosystems. Iterswdres the need for additional
investments in health, education, agriculture aatifsecurity, social protection systems,
energy, infrastructure and ecosystem managemeggesting that an additional investment
of US$ 1.4 trillion could be financed if governmersiet the right policy frameworks. The
study also reiterates the importance of externgpsti, stating that “achieving the SDGs in
[low and lower-middle-income] countries will... regainot only significant increases in
domestic resource mobilisation... but also expandégrnational concessional and non-
concessional public finance.” (Schmidt-Traub, 2045124). It does not, however, provide
information on incremental investment needs inattea of social protection.

Manuel et al. (2018) take into account all threeiacsectors — health, education and
social protection — and provide SDG spending esémaased on 145 countries, with an
emphasis on 48 countries that the authors defitenaer-resourced”. The annual financing
gap - the financing needs minus half of the podétdix revenues — is about US$150 billion
for those under-resourced countries. The authersmas that only 50 per cent of a country’s
tax potential is available for the social sectocadiese government revenues also need to
finance a broader range of other investments, quaatily in infrastructure. The study
recommends that, in order to close the financing gavernments increase taxation and
allocate 50 per cent of public spending to humaveligment. It also recommends that

2 Therefore, it is not an exhaustive list of all tiog studies to date.
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donors fulfil their 0.7 per cent ODA/gross natioiraiome (GNI) commitment and allocate
half their aid to the poorest countries, which dodiose the gap to meet SDG goal 1 and
end extreme poverty by 2030.

A more recent IMF study (Gaspar et al., 2019) nittasfor emerging market economies,
the average additional annual spending requireelaich key SDGs by 2030 is equivalent to 4
per cent of GDP, compared to 15 per cent of GDRHeraverage low-income developing
country. The study draws on a sample of 155 caesjtwith an emphasis on low-income
developing countries (49 countries) and emerginket@aconomies (72 countries). It covers
the sectors of education, health, power, roads,vestgr and sanitation, finding that the
additional annual spending by low-income developdogntries required for meaningful
progress on the SDGs by 2030 in those areas is §iiz# (0.5 per cent of global GDP).
However, the authors do not include social pradecti their analysis. They recommend that
building tax capacity should be the top prioritgc& many developing countries still collect
very little tax revenue; they suggest that increg#ie tax-to-GDP ratio by 5 percentage points
of GDP in the next decade would be an ambitiousréagonable target in many countries.
However, that extra tax revenue could finance amlg third of the required total additional
needs of $528 billion, which would leave a gap eajgint to 0.3 per cent of global GDP.
Therefore, the authors acknowledge that domessiaurees are not enough to finance the
additional SDG spending needs of low-income dewetppountries, noting that a concerted
effort by all stakeholders, including the privaget®r, donors, philanthropists and international
financial institutions, will be required to closeetremaining gap.

A report by the United Nations Sustainable DeveleptrSolutions Network (SDSN,
2018) estimates that the required SDG budget ofdldpw-income countries in the area of
social protection is US$55 per capita or 5 per adnEDP. A more recent SDSN study
(SDSN, 2019) finds that the total costs for loweime developing countries of financing
social protection would be US$93.4 billion and U$&5 billion in 2019 and 2030,
respectively, with an average for the period 2003820f US$104.8 billion. In line with
Ortiz et al. (2017b), the study considers four srefasocial protection — child and orphan
benefits, maternity, disability and pension. Th&ltaosts for low-income developing
countries of financing all SDGs, excluding non-SOgablic expenditure, would be
US$753.2 hillion and US$1,006.8 billion in 2019 apd30, respectively. The sectors
included in the study are health, education, itfuasure, biodiversity, agriculture, social
protection, justice, humanitarian affairs and de@anagement. Like the other studies, it
concludes that increased domestic revenues widtrconly part of the required SDG budget
of lower-income developing countries and urges tietors meet the long-standing target
of 0.7 per cent of GNI allocated to ODA in orderégluce the SDG financing gap.

In short, the comparison of the results of previstuslies is complicated by differences
in the samples of countries studied, sectoral @gesrdefinitions of spending, estimation
methodologies and the periods for which results raqgorted. In addition, no study
comprehensively measures the financing gaps andnrental needs that must be met in
order to achieve universal social protection betw#@19 and 2030. Finally, existing studies
focus on non-contributory social protection systemby, while contributory systems are
missing from their assessments. This study ainfil those gaps.

3. Objectives and methodology

This chapter presents the main objectives of thidysand the methodology applied to
estimate the coverage gaps and global costs otial qmotection floor consisting of a
package of benefits representing SDG indicatod 1tBe total gap in financing the coverage
of such a social protection floor; and the annoatémental financing needs that would be
required to fill that gap over the period 2019-208fe sources of data used in the estimates
are also indicated in this chapter.
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3.1. Objectives

The main objective of the study is to estimateghps in social protection coverage
and financing for achieving SDG target 1.3 of td8@ Agenda.

Specific objectives include:

1. To identify the coverage gaps in non-contribyteystems (excluding health) for a
selected number of social protection policy arbas provide income security benefits
for children, maternity, disability and old age.

2. To measure the cost of providing a social ptaiadloor comprised of the selected
package of benefits mentioned above.

3. To assess the current allocation of funds tanfie social protection programmes.

4. To measure the total global and regional cobta selected social protection floor
package and estimate the magnitude of the additforemncing resources needed to
close the social protection financing gaps by 2030.

5. To measure the financing gaps of contributosteays.

6. To analyse and discuss the potential fiscalespizett could be created using domestic
and external resources.

3.2. Methodology

Assessing the financing gap for achieving the $g@eiection floor raises a number of
conceptual, methodological and practical challenges

A practical exercise like the one attempted in ttisdy requires moving from a
theoretical definition to an operational definitiohwhat types of benefits should be included
as a part of the social protection floor. In adufifithe exercise implies decisions on the
benefit levels of the different policy areas in@rdo make it possible to work with a base
that is comparable across the countries and teesteampled. The third type of challenge
relates to the availability of information on theverage, financing and expenditures of
social protection programmes. Despite significangpess in building national capacity to
generate data on social protection, many countaigs the necessary data. Such a lack of
data is particularly severe in less developed ctasit

Given those circumstances, this estimation of i@nicing gap of a social protection
floor comprises the following steps.

3.2.1. Methodological considerations

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

A key initial decision involves defining the poteitbeneficiary population and
specifying the type and size of benefits that wdagdgranted to the different beneficiary
groups. Another key issue to resolve is how to misem a conceptual definition to an
operational definition that can be captured in argitative model, which is explained as
follows.
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1. Four categories of social protection benefiessalected for the social protection floor
package: benefits for children, maternity and dlggtbenefits and old-age benefits.

2. For children, the analysis considers childrezddoetween 0 and 5 years. The maternity
benefit is considered for women aged 15-49 with bews and the number of
beneficiaries is calculated based on the observedtry-specific fertility rates. For
disability benefits, the study only considers passwith a severe disability, on the
assumption that participation in employment maychallenging and may require
specific support such as transportation allowaritessize of the eligible population is
obtained from country-specific disability estimatédsom the World Health
Organization’s Estimated Years Living with Disatyilidatabase. For old age, the
potential beneficiary population includes persogsce65 years and over.

3. Benefit rates are defined as equivalent to natipoverty lines or a proportion of them.
For children, the benefit is defined as 25 per oétihe national poverty line — a lower
percentage applied to children compared with adoltsehold members in order to
reflect differences in consumption levels (Ortizadt, 2017b; OECD, 2011). For
maternity, the cash benefit is set at 100 per aktiite national poverty line during four
months around childbirth to protect the criticatipd when mothers and newborns are
most vulnerable. For disability and old-age pensjdhe amount of the benefit is 100
per cent of the national poverty line.

4. The estimations cover the period 2019-2030herassumption that, by 2030, the four
policy areas included in this study will achievevensal coverage for the respective
population groups.

5.  Only developing countries and territories amtded in the study. For the purpose of
this study’s analysis, countries are classifiedjeyggraphic subregion and by country-
income level. From a geographic point of view, eeahntry was categorized using the
ILO regional classification (see ILO, 2017); of thzregions defined, the study utilizes
11 regions since 1 of the regions (Northern Amgrioaly includes developed
countries. From the point of view of income, eaolrdry or territory was classified
under the country-income classification of the WoBank, which categorizes
countries by gross national income (GNI) per cagstéollows: low-income, US$1,025
or less; lower-middle-income, US$1,026-3,995; uppitdle-income, US$3,996—
12,375; and high-income, US$12,375 or more.

3.2.2. Projections and estimations of parameters
For projecting costs and financing gaps, four \deis are critical, as set out below.

First, coverage rates were assumed to be 100 merice2030 for each country.
Therefore, the path to universal coverage was asdum be the difference between that
eventual 100 per cent and the existing effectiweecage rate, divided by 12 (the number of
years between 2019 and 2030). The covered popul&tio each year is the result of
multiplying the coverage rate of each year by tbgeptial population to be covered in the
year.

The second variable of importance was the amourthefbenefit, as proxied by
adjusted national poverty lines. As noted aboveepy lines in United States dollars are
assumed to maintain their real value during théogesf analysis.

Third, to calculate the estimated cost in GDP teams at the beginning of the
projection period, the nominal GDP was projecte@pplying the average real GDP growth
rate observed in the last 8—10 years, dependimgontry data availability. In some specific
cases, that average rate was calculated takingauount the specific country’s conditions

6 Measuring financing gaps in social protection for achieving SDG.docx



observed in the past decade. For example, somérmsuihave experienced long periods of
negative rates punctuated by a few years of pesrates; in such cases, the average rate
was calculated taking into account only the positirowth rates. The use of real rates
instead of nominal rates follows the same principfethe poverty line by avoiding
inflationary effects in the projections.

Fourth, for administrative costs, a rate of 5 pemtds applied to total spending on
benefits for the four policy areas included in teiady. That assumption is based on the
experiences of a number of universal and targeieilsprotection programmes around the
world. A previous ILO study assumed 3 per cent astriative costs for all universal
benefits (for a detailed explanation, see Ortialet2017b, Annex I). This study assumes a
slightly higher administrative cost of 5 per ceggiven that non-contributory schemes usually
entail high initial set-up costs and the need tpre assets to support delivery in developing
countries. In addition, it is also assumed thadewmeloping countries it takes time to gain
from economies of scale and thereby reduce admatiig costs.

3.2.3. Financing gaps estimates

Individual costs per benefit area are estimatedlgusio indicators — the total monetary
cost of the benefits package and the total cost percentage of GDP. The total cost is
calculated by multiplying the desired benefit amofor the respective social protection
guarantee by the potential covered population, ralieg to the coverage rate of each year
and country. The total cost of social protectionddgs, for each region and income group,
is calculated by adding up countries’ costs forheatthe four benefits. That procedure
applies to both monetary estimates and estimatagpesportion of GDP.

3.2.4. Financing gap analysis

The assessment of the financing gap considersffeesthce between two components:
(a) theprojected cosbf the four social protection benefits per regéod country-income
group, expressed in monetary and GDP terms in dlevant year; and (b) theaseline
expenditureor the social assistance expenditure for eaclomegi country-income group in
2018. It is assumed that, in the absence of urdavemverage, the baseline will maintain its
per capita value during the period of analysis. filk@ncing gap consists, therefore, of the
difference between the cost of the four social guiddon benefits considered in the
estimations and the baseline spending on socistasse.

3.2.5. Fiscal space analysis

The last step takes the results of the previougeséad evaluates the possibilities for
regions/country-income groups to finance the gamfdifferent sources. Two alternative
options are considered: taxation and ODA. The épton shows how domestic resources
can be mobilized, which is a fundamental elemernhefstrategy to create comprehensive
and sustainable social protection systems, inctudiocial protection floors. The second
option takes into account situations in which ddiwesapacity is insufficient and
international aid is needed. The study also corsdacieparate exercise on social security
contributions, which assumes that countries withecage rates and contribution rates below
their expected average will experience an incr@aseverage and contribution rates over
the medium term until they reach the averages ohttaes with the same level of per capita
income. However, decisions in that regard shouldazen only after consultations have
taken place between governments and social pargigen that a participatory approach is
the most promising way to obtain necessary sugpdtte implementation and roll-out of
new policy measures that affect employers and werkea signficant extent.
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3.3.

The model

The construction of the model for estimations igied out in three stages. First, the
Cost of a Universal Social Protection Beneafitcalculated. This represents the optimal
situation of universal coverage at the desiredllef/denefits. Thd=inancing Gapis then
calculated, defined as the difference betweendted tost of a universal SPF benefit and
the current total expenditure on social assistarically, thelncremental Financing Needs
are measured. This represents the amounts assbaiatle progressively increasing
coverage to meet the goals to be achieved betw@2f and 2030. The formulation is
detailed below.

TheCost of a Universal Social Protection Benefit is: *
CUC;;: = PCP;j; * BA,,; + ADM, ;,

Where,
CUC; ;; stands for the cost in monetary terms of the usaldoenefit
PCP, . is thePotential Covered Populatiof100 per cent for universal coverage)
BA, . is thedesired average benefit amopahd
ADM; ; ;represents thadministrative costsf running the programme.

The aggregateBinancing Gap for the four social protection guarantees congidén

this study corresponds to the difference betweersgiending needed to achieve universal
coverage and the baseline level of social assistergenditure in each period.

FGj, = Z CUC;j: — CEXPsocial assistance;,
i Baseline expenditure

[ —
Universal coverage

Where,

CEXPsocial assistance;; is the baseline of expenditure on social assistam¢he period
t. The baseline is adjusted every year in relatdhe average population growth rgig®t)
of the period in order to keep constant its vafupear capita terms:

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

Thelncremental Financing Needs of a social protection benefit or programme ineord
for it to move from its current level of coverage that needed for achieving universal
coverage in 2030 is calculated by subtracting tmeline expenditure from the projection
of theincremental expenditurdk; ; ) associated with the desired target coverage rate in
each year. Thearget coverage ratés assumed to evolve linearly to reach 100 pet bgn
2030.

IEi,j,t = PCPi,j,t * tCOUi'j't * BAi,j,t + ADMi,j.t

3 For this methodological section, the sub-inderrresponds to the programme or social protection
benefit, the sub-indejxstands for geographical region and the sub-indextime.

Measuring financing gaps in social protection for achieving SDG.docx



Where
IE; j , is the incremental expenditure associated with the target coverage rate
tcov; ;. is the target coverage rate every year.

To close the coverage gap so that the region aehieniversal protection by 2030, the
coverage rate would need to be annually adjusted by

0 100% - Covi,j,ta
LT(2030 — ty)

Where,

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

t, refers to the year for which latest data on eifectoverage is available, which is
considered as the start year for the projectionsiioversal coverage

BA,,: as mentioned above is the desired average bemebunt, which may also be
understood as a desired levg])(of replacement ratevith respect to the national poverty
line PL; ;.

BAL,],t = ﬁi * PLj,t

Therefore, théncremental Financing Needs results from the following expression:

IFN ;, = Z IE;j — CEXPsocial assistance;,
7

Baseline expenditure

Coverage

3.4. Programme/benefit-specific considerations

Given the heterogeneity of the programmes invoinethe exercise, it is important to
adjust the equations mentioned above to generat@l sprotection benefit-specific
calculations. Such adjustments should include prezific beneficiary populations to be
covered and the dynamics of the path to univemaage (scenarios based on hypotheses
of how to gradually close the coverage and finagn@aps over time), depending on the
starting point. For children, the benefit is a pdjon of the poverty line; for maternity, the
benefit is paid for a fraction of the year.

In the case oprotection for childrenthe specific desired benefit ley&lis usually
lower than 1 as it reflects age-adjusted needsritmany cases vary according to age group,
such as lower calorie consumption needed for aildged 0-5.

For maternity the specific desired benefit leyglis usually lower than 1 because the
benefit is paid for only a part of the year, ttsata say, 14 weeks (3.5 months) in line with
Article 4 of the Maternity Protection Conventio@@® (No. 183).
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3.5.

Data and sources of information

The data on a set of variables have been colléotprbduce estimates using the model
and perform additional calculations. The followirsg specifies the data collected:

= National poverty line by country. The data were obtained from the World Bank’s
World Development Indicators and national sourceh &s central banks and national
institutes of statistics. Each of the lines wasiaijd to 2019 terms using inflation rates
from the year of the definition of the line and gerted into United States dollars using
the corresponding exchange rate. During the pesfogrojection, poverty lines are
assumed to maintain their values in real terms.

m  Coverage rates by country The source of these data is the ILO World Social
Protection Database update as at September 20168ocamgtises information on the
proportion of the population groups that receiveash social protection benefits. For
contributory systems, pension effective coveragesras a proportion of the labour
force were considered as a proxy of all socialiasce programmes. The estimates for
coverage rates are weighted by the number of péoie relevant population group.

= Government expenditure by function and by expenseategory, as a percentage of
GDP. This information comes from the following sourcds) the ILO Social
Protection Database as at 2019; (b) the IMF GovemirRinance Statistics database;
(c) the Asian Development Bank (ADB) (2019); (d¥ tBconomic Commission for
Latin America and the Caribbean (ECLAC) databasenon-contributory social
protection programmes; (e) the African Union ane tnited Nations Development
Programme (UNDP)(2019); and World Bank’s Atlas ofial Protection Indicators of
Resilience and Equity (ASPIRE) database. The laeailable country information
was utilized. Estimates for regional and incomeugsoare weighted by nominal GDP.

= Actual and projected population by country. The source of this information is the
United NationdVorld Population Prospects 205&d covers 2019-2030 by age group.

m  Gross domestic product in nominal terms, per capitaand in terms of purchasing
power parity (PPP) in the last ten yearsReal GDP growth rates in the last ten years
by country were used, based on the World Bank’sltMdevelopment Indicators.

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

For each analytical category, the latest availablentry information is utilized. For
missing information or when the available datacdrsolete, i.e., from well before 2018, data
imputations are carried out based on regressiotvgeba the GDP per capita (PPP terms)
and the variable of interest. The resulting equaiahen applied to estimate missing data.
Imputation analyses are conducted for coveragespedding variables at the country level.
In some other cases, such as in social securityribations, special imputations are
developed to calculate the expected coverage rite sscial security (proxied by the
contributory coverage of the labour force with pens) and estimate the contributory rate
based on national old-age dependency ratios.

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

10
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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/

. . National statistical offices and central
Poverty lines (national) banks -

World Development Indicators, World  https://databank.worldbank.org/data/source/world-

Inflation rates, past 5 years

Bank development-indicators
GDP nominal and growth rates, past ~ World Development Indicators, World  https://databank.worldbank.org/data/source/world-
10 years Bank development-indicators
Poverty rates based on national World Development Indicators, World  https://databank.worldbank.org/data/source/world-
poverty lines estimates Bank development-indicators

World Social Protection Database, https://www.social-

(GRS, [ DL ILO protection.org/gimi/gess/\Wspr.action

World Population Prospects, United https://population.un.org/wpp/Download/Standard/Po
Nations Population Division pulation/

Mothers with newbhorns

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

World Social Protection Database, https://www.social-

ILO protection.org/gimi/gess/Wspr.action
https://data.imf.org/?sk=3C005430-5FDC-4A07-
9474-64D64F1FB3DC

https://data.imf.org/?sk=5804C5E 1-0502-4672-
BDCD-671BCDC565A9

https://www.adb.org/sites/default/files/publication/516
586/spi-asia-2019.pdf

Disability rates World Report on Disability, WHO

Government Finance Statistics, IMF

The Social Protection Indicator for
Social protection expenditures, total  ASia: Assessing Progress, Asian

and per benefit Development Bank
Economic Commission for Latin .
America and the Caribbean https://dds.cepal.org/bpsnc/ptc
https://reliefweb.int/sites/reliefweb.int/files/resources/
African Union and UNDP The%20State%200f%20Social%20Assistance%20in
%20Africa%20Report-compressed.pdf
ASPIRE, World Bank http://datatopics.worldbank.org/aspire/
Official development assistance OECD, International Development .
(ODA) Statistics https://data.oecd.org/oda/net-oda.htm

Note: Most of the data from different sources listed above are part of the ILO World Social Protection Database 2019.

4.  Main trends in social protection coverage
and spending

This chapter synthesizes the key trends and cleistats observed concerning social
protection coverage and spending. The analysisskExwon the presentation of “baseline”
data on existing coverage rates and levels of kspritection spending for each of the four
social protection benefit areas considered in thdys by geographic and country-income
criteria.

4.1. Social protection coverage patterns

According to the latest available data and thegmt@pns carried out, the four benefits
considered in the SPF package calculated in theciseewould have a coverage of 884.7
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Table 2.

million * people in low- and middle-income countries in 208gnificant coverage

differences exist across the social protection fisn@he estimated average coverage rates
show that about two out of every three older pessame covered by some type of pension
benefit, although the rate is well below that ageran low-income and lower-middle-
income countries (see figure 1). By contrast, pesseith severe disabilities have the lowest
social protection coverage: only 18.5 per centatpns with a severe disability receive a
benefit in low- and middle-income countries (sddd&). Coverage rates for children and
mothers are 29.7 and 34.8 per cent, respectivelyuin, old-age protection has the highest
levels of coverage and disability protection thedet.

Potential population and estimated beneficiaries by type of benefit in low-and middle-income
countries (latest available data)

Type of Benefit Potential beneficiaries Coverage rate, %
Old-age (65 years and+) 356,447,505 63.8
Maternity 57,145,249 34.8
Disability (severe) 225,025,467 18.5
Children (0-5 years of age) 246,090,316 29.7
Total 884,708,537 320

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

A number of facts emerge from cross-tabulating ggoitic areas by types of benefit.
Table 3 is coloured using the stoplight approacvecage rates between 0.0 and 33.3 per
cent are marked in red, rates between 33.4 andp@d.@ent in yellow and rates above 66.7
per cent in green.

The colour red predominates in the overall mapoofat protection benefits. Of the 44
cells in table 3 (11 regions x 4 social protecti@mefit areas), 19 are red (< 33.3 per cent),
while 18 are yellow (33.4—66.7 per cent) and ongr& green (> 66.7 per cent), 4 of which
refer to old-age benefits.

Disability predominates in terms of low coveragéhvthe rates of 9 regions coloured
red for that benefit area. Maternity and childrenerage rates are mainly coloured yellow,
with most regions showing moderate coverage fasahwo benefit areas. Old-age coverage
rates, as previously mentioned, are the highe#h, the rates of 4 regions coloured green, 4
yellow and 4 red.

A horizontal analysis, by region, allows for seggg locations by coverage
performance. The top group of high performers asté&n Europe, Latin America and the
Caribbean, and Central and Western Asia. Only @gson, Eastern Europe, currently
experiences high coverage rates in all four bemeéias, accounting for 4 of only 7 green
coverage rates overall. Latin America and the @e@nm ranks second, with 1 rate coloured
green and 3 yellow. Central and Western Asia rahkd, with 1 rate green, 2 yellow and
1 red.

4 Individual beneficiaries for each policy area haeen taken into account and some overlaps in the
receipt of benefits from different programmes avsgible.

5 These results must be analysed while keeping imlnifiat, for some programmes and for regions,
the sample of countries may be very small; see Adri@r more information.
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Table 3.

The second group of moderate performers can beirsjalitwo subgroups. The upper-
moderate performers are Northern Africa, Northé3outhern and Western Europe and
South-Eastern Asia, all with 3 coverage rates geldyellow and 1 red (0 green). The lower-
moderate performers, the Arab States and Easteim Asve 2 coverage rates coloured
yellow, although the latter has 1 rate colourecgreld age).

Finally, Southern Asia, Oceania and Sub-Saharaica@ttomprise the group of low
performers because their coverage rates are cdloedefor all the benefit types except for
1 coloured yellow (maternity) in Southern Asia.

Coverage rates by type of social protection benefit (low-and middle-income
countries/territories only, in percentages)

Region Children Maternity Disability Old-age

Arab States 36.9 39.7 9.6 32.7
Central and Western Asia 4.7 42.2 28.5 87.9
Eastern Asia 2.8 63.7 23.3 100.0
Eastern Europe 96.0 .7 95.4 98.8
Latin America and the Caribbean 54.3 34.3 59.5 67.7
Northern Africa 37.8 56.2 8.3 40.5
Northern, Southern and Western Europe 6 49.5 50.9 19.2 47.3
Oceania 18.4 221 4.6 5.1
South-Eastern Asia 33.0 35.6 14.4 345
Southern Asia 28.9 G515 7.0 241
Sub-Saharan Africa 11.0 12.3 6.1 19.2

e fivea o BT s s ws

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

By country-income group, upper-middle-income comstrshow a quasi-universal
coverage for persons aged 65 years and over (fiutdowever, that rate is influenced by
the weight of China and in those countries, only thrird of the children have access to child
benefits (34.5 per cent) and half of the mothejsyematernity benefits (53.6 per cent). In
lower-middle-income countries, coverage is muchdofer pensions (28 per cent) and the
best-performing benefit area (maternity) only cavene in every three mothers. Disability
is the least developed benefit area, covering &y per cent of persons with severe
disability conditions. Finally, low-income countsig@resent very low coverage across the
different social protection areas, with disabilitgving the lowest coverage for all regions
and types of benefits. Only about 15 per cent efalderly receive a pension in low-income
countries.

6 Developing countries/territories in Northern, Smrn and Western Europe refer to Albania, Bosnia
and Herzegovina, Montenegro, Kosovo, North Maceglanid Serbia, all classified as upper middle-
income countries/territories.
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Figure 1.  Coverage rates by social protection benefit area and country-income group
(low-and middle-income countries)
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Source: ILO estimates based on World Social Protection Database 2019.

4.2. Trends in social protection expenditures

According to the latest available information, thetimated global expenditure on
social protection benefits (excluding health) antedrio US$8,670.8 billion or 10.2 per cent
of GDP (192 countries, including high-income coig#). For developing countries only,
the estimated expenditure was US$2,086.6 billiod.6iper cent of GDP (134 countries).

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

Figure 2 allows three separate groups of regionsetadentified according to their
levels of investment in social protection. Thetfgjgoup comprises Oceania, South-Eastern
Asia, Sub-Saharan Africa and Southern Asia, alhwjtending-to-GDP ratios below 3 per
cent. The second group comprises the Arab Statashén Africa, Latin America and the
Caribbean, Central and Western Asia, Eastern Asilatlae Arab States, with spending-to-
GDP ratios between 3.7 and 8.9 per cent. The tinodp comprises Eastern Europe and
Northern, Southern and Western Europe, with spepttirGDP 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)
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Source: ILO estimates based on World Social Protection Database 2019.

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

Information on the different components of sociatpction spending is available for
a small selection of 38 developing countries tlatehfull or partial data on how total social
protection spending is disaggregated, which is sarmad in figure 3. Old-age benefits
account for 54.9 per cent of the total social ptite expenditures of those countries,
followed by social protection not elsewhere clasdif{n.e.c.) (20.7 per cent) and family and
children (9.1 per cent). The four social protectipolicy areas included in this study
represent 68.6 per cent of their total social mtite spending’

"It is important to highlight that some data carégmcover a mix of more than one policy area; for
example, disability is analysed in this documena aingle policy area but the category of disabilit
in figure 3 includes both disability and sickness.
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Figure 3.

Share of social protection spending by function, selected developing countries, in
percentages

Housing, 2.7%
Unemployment, 1.5% Survivors, 3.2%

Social exclusion n.e.c., 3.2%
Sickness & disability, 4.6%
Family & children, 9.1%

Social protection n.e.c., 20.7%

Old age, 54.9%

Source: ILO estimates based on World Social Prate@atabase 2019.

5. Cost analysis and financing gap estimates

This chapter presents the results of the costimgeese applied to global regions and
country-income groups for the four benefits (cheltr maternity, disability and old age)
comprising the social protection floor (excludingplth) that are considered in this study. It
is important to reiterate that all the estimatesvjated apply to developing countries.

The chapter consists of three sections, correspgriai the three stages of cost and
financing analysis explained in the model for eatiés provided in section 3.3. Section 5.1
presents the results of costing the package oflfenefits under universal coverage in 2019.
Section 5.2 presents the results of estimatindittacing gaps of universal coverage by
taking the cost of the four benefits obtained intise 5.1 and subtracting the baseline
expenditure on social assistance. Section 5.3 mietee results of a simulation exercise that
projects the annual incremental financing needsired between 2019 and 2030 in order to
close the coverage gap progressively until unive®aerage is reached in 2030.

5.1. Costing the package of four social protection
benefits under universal coverage in 2019

The definitions of benefits and beneficiary groaps explained in section 3.2.1 on the
methodological considerations. The child benefiléfined as the cash benefit granted to
children aged between 0 and 5 years. In line witiz@t al. (2017b), the benefit is equivalent
to 25 per cent of the national poverty line. Theematy benefit is defined as 100 per cent
of the national poverty line, granted to all pregn&omen in a determined year for four
months. Its real value remains constant duringptireod 2019-2030. The disability benefit
is also paid at 100 per cent of the full nationabgrty line, granted to persons with any
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severe disability. Finally, old-age pensions of p@® cent of the poverty line are granted to
older persons 65 years old or over.

Tables 4 and 5 and figure 4 summarize the findofghe cost estimations of a social
protection floor comprised of a package of fourddés: children, maternity, disability and
old-age protection. The estimates follow the methogly explained in detail in Chapter 3
and present the results both in monetary termsaradpercentage of GDP.

The total cost of the universal package is estichateUS$792.6 billion in 2019, of
which US$754.9 billion represents the cost of pling the benefits and the balance
corresponds to administrative costs. In other watds is the global cost of achieving the
universal SPF package in 2019. The cost of thehioge regions (Latin America and the
Caribbean, Eastern Asia and Eastern Europe) amtmitS$439.5 billion or 55.5 per cent
of the total cost. One of every three dollars ef¢bst corresponds to Latin America and the
Caribbean alone. Old-age benefits account for pérscent of the total cost, followed by
disability benefits at 19.1 per cent.

Costs by income category range from US$31.1 bilfimnlow-income countries to
US$577.4 billion for upper-middle-income countri@s.the income level rises, increases in
the cost of old-age benefits are relatively largempared to children, maternity and
disability benefits. That trend is also reflectedhie share of old-age benefits across income
groups. For example, in low-income countries, bignébr children account for 37 per cent
of total social protection costs while those fod alge represent 24.8 per cent; in upper-
middle-income countries, by contrast, benefitsclaitdren represent 14.3 per cent of costs
while old-age benefits represent 59.6 per cent.

Table 4. Cost of a universal package of four social protection benefits in 2019
(low- and middle-income countries, in US$ billion)

Children Maternity Disability Oldage  Administrative Total

Subregional groups

Arab States 338 0.9 3.2 46 0.6 133
Central and Western Asia 13.7 3.1 16.7 463 40 83.9
Eastern Asia 9.2 2.2 16.3 60.9 44 929
Eastern Europe 73 16 129 64.9 43 91.0
Latin America and the Caribbean 443 10.2 46.4 1426 122 255.6
Northern Africa 75 18 6.7 12.1 14 295
Northern, Southern and Western Europe 05 01 11 5.4 04 74
Oceania 03 0.1 03 05 0.1 13
South-Eastern Asia 95 22 121 35.0 29 61.9
Southern Asia 19.1 45 20.1 420 43 90.0
Sub-Saharan Africa 235 6.0 15.7 176 3.1 66.0
Low-income countries 1.5 30 74 77 15 31.1
Lower-middle-income countries 442 107 409 798 87 1841
Upper-middle-income countries 83.1 19.1 103.3 3444 275 577.4
Total 138.8 32.8 151.6 431.7 37.7 792.6

Source: ILO estimates based on World Social Protection Database, including IMF Government Finance Statistics (GFS), World Development Indicators
(WDls), UNDP, ADB, ECLAC and several national sources of information on poverty lines.
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The total cost, including the administrative cisgstimated at 2.4 per cent of the GDP
of the developing countries in the sample (tabl@ B three highest percentages correspond
to Northern, Southern and Western Europe (7.8 grtraf GDP), Central and Western Asia
(7.0 per cent) and Latin America and the Caribl{dehper cent). Eastern Asia ranks lowest,
with a total cost equivalent to 0.6 per cent of Gb& is explained mainly by the presence
of China in that region.

Table 5. Cost of a universal package of four social protection benefits in 2019, by region and country-
income group (low-and middle-income countries, in percentage of GDP)

Children ~ Maternity Disability Old Age Administrative Total

Subregional groups

Arab States 1.0 0.3 0.9 1.3 0.2 3.6
Central and Western Asia 1.1 0.3 14 38 0.3 7.0
Eastern Asia 0.1 0.0 0.1 0.4 0.0 0.6
Eastern Europe 0.3 0.1 0.6 3.0 0.2 42
Latin America and the Caribbean 0.8 0.2 0.9 2.7 0.2 48
Northern Africa 11 03 1.0 1.7 0.2 42
Northern, Southern and Western Europe 0.4 0.1 1.0 5.8 04 7.8
Oceania 1.0 0.2 0.9 1.4 0.2 36
South-Eastern Asia 0.4 0.1 0.4 1.3 0.1 23
Southern Asia 05 0.1 05 1.0 0.1 22
Sub-Saharan Africa 1.4 0.3 0.9 1.0 0.2 819
Low-income countries 24 0.6 1.5 1.6 0.3 6.4
Lower-middle-income countries 0.6 0.2 0.6 1.1 0.1 26
Upper-middle-income countries 0.3 0.1 0.4 14 0.1 2.3
All low- and middle-income countries 0.4 0.1 0.5 1.3 0.1 24

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.

Costs are estimated at 6.4 per cent of GDP in lmese countries, 2.6 per cent of
GDP in lower-middle-income countries and 2.3 pent @& upper-middle-income countries.
In terms of individual categories of social proieoct benefits (no administrative costs
considered), benefits for children in low-incomeitrsies account for the highest share in
GDP terms, at 2.4 per cent (figure 4).
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Figure 4.

Cost of a universal package of four social protection benefits in 2019, by country-income
group (low- and middle-income countries, in percentage of GDP)
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Source: ILO estimates based on World Social Protection Database 2019.

A comparison of the findings of cost estimates ioletz by different studies would be
interesting. According to the only recent study &) 2019) providing total cost estimates
of social protection that include four benefit aredmilar to this study, the costs in low-
income developing countries in 2019 of benefithaareas of children, maternity, disability
and pensions are US$32.7 billion, US$9.4 billiorg$17.3 billion and US$34.1 billion,
respectively (see SDSN, 2019, table 3). Those atscame substantially higher than the
amounts presented in table 4 of this study. Theare#or the difference is that the previous
study (SDSN, 2019) considers a different samplewfincome countries, which included
all lower-income countries and a subset of loweddig-income countries according to the
World Bank country classification by income group.

5.2. Estimating the financing gaps for achieving universal
coverage of social protection floors in 2019

This section presents a simulation exercise priojgdhe annual resources needed to
close the financing gap in 2019. The aim is todat# the level of global efforts required in
order to achieve universal coverage in the yea®2Uhe financing gap is estimated as the
difference between the total cost of achieving arsal coverage in the social protection
floor comprised of the four policy areas includedthis study in 2019 and the estimated
expenditure on social assistance in the baseliaegfe2019.
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Table 6 summarizes the estimated financing gapiliioris of dollars and as a
percentage of GDP for the developing countriestandtories considered in the study. The
gap is estimated at US$527.1 billion and 1.6 pet o GDP. The financing gap is the
difference between the estimated total cost of imeusal package of four SPF benefits in
2019 (2.4 per cent of GDP; see table 5) and thmatd expenditure on social assistance
in the same year (0.94 per cent of GDP; see Anndx A

The two largest shares of the SPF financing gapsimmated in Latin America and the
Caribbean and Southern Asia, at about 35.9 peiacehit 3.7 per cent, respectively. Two thirds
of the gap (US$364.8 billion) corresponds to trerstof upper-middle-income countries and
5.6 per cent to the share of low-income countti&s$26.8 billion). That difference is partly
explained by the composition of the sample, in Widev-income countries represent a smaller
share of the total number of developing countégsesented. Differences in the amounts of
benefits in different country-income groups areaaditional explaining factof.When the
size of the financing gap is considered vis-a-hesregional level of GDP, the highest ratios
are found in Central and Western Asia (5.3 per)ciarthern, Southern and Western Europe
(5.0 per cent) and low-income countries (5.6 pat)ce

Table 6. Financing gap for achieving universal social protection coverage in 2019, in US$ billions and
as a percentage of GDP (low-and middle-income countries only)
Gap in billion US$ Gap as % of GDP in 2019
Subregional groups

Arab States 10.4 2.8

Central and Western Asia 63.8 53

Eastern Asia 51.2 0.4

Eastern Europe 26.6 12

Latin America and the Caribbean 189.4 3.6

Northern Africa 22.3 3.2

Northern, Southern and Western Europe 4.6 5.0

Oceania 11 3.3

South-Eastern Asia 39.6 15

Southern Asia 72.1 1.7

Sub-Saharan Africa 45.9 2.7

Low-income countries 26.8 5.6

Lower-middle-income countries 135.5 1.9

Upper-middle-income countries 364.8 14

All low- and middle-income countries 527.1 1.6
Source: ILO estimates based on World Social Protection Database 2019.
8 For example, the total population of the low-in@oountries and territories considered represents
about 10 per cent of the total population of & tteveloping countries in the sample, compared with
48 per cent and 42 per cent, respectively, of theufations of lower-middle and upper-middle-
income countries.
® Low-income countries tend to have national povinigs with lower benefit amounts than those of
higher-income countries.
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5.3.

Incremental financing needs under progressive

universal coverage from 2019 to 2030

Figure 5.

While the previous section shows the amount reduioeclose the financing gap in
order to achieve universal coverage of the SPB192- the SPF financing gap — this section
illustrates how universal coverage can be achigredressively over the period between
2019 and 2030 and the annual incremental finanoéggls of countries to achieve this. The
coverage of the four social protection benefitsemttmated to increase progressively from
the levels observed in 2018 to reach 100 per ce®®80, following a linear progression in
the targeted coverage rate for each year.

To estimate théncremental financing needghe analysis takes the total costs of the
four types of benefits (plus the administrative tspghat result from assuming partial
population coverage rates that progressively irsergaar by year until universal coverage
is achieved in 2030. The baseline social assistarpenditure remains constant in its real
per capita value during the projection period. Teemental financing needs then the
difference, either in monetary or in GDP terms,ween the cost in the year under
consideration and the baseline spending represggetitie current investment in social
protection. The results are presented in figuracbtable 7.

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),
2019-2030
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The global annual incremental financing need duthmgfirst year in 2019 is about
US$246.5 billion, after which it increases progresly until in 2030 the additional
financing need stands at US$735.2 billion. Theam@ntal financing need in 2019 is 0.75
per cent of GDP of the developing countries arsliitsequently rises year by year to reach
1.24 per cent of GDP in 2030. In relative termsj-lncome countries will require a greater
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proportion of their GDP as additional spending rse&r example, in 2030 the incremental
financing need in low-income countries is 3.78 gamt of GDP, while the need for lower-
middle-income and upper-middle-income countried.i34 and 1.16 per cent of GDP,
respectively (table 7).

Table 7. Annual incremental financing needs for progressive universal coverage, by income level, in
USS$ billions and percentage of GDP (low- and middle-income countries), 2019-2030

Income group 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Low-income countries

Financing needs (billion US$) 35 5.8 8.2 107 133 161 189 219 250 283 316 351

Financing needsas % of GDP  0.73  1.14 152 188 220 250 277 302 324 344 362 378

Lower-middle-income countries

Financing needs (billion US$) 249 363 482 606 735 870 1010 1157 131.0 1468 163.1 180.0

Financingneedsas % of GDP 035 048 061 072 08 092 101 109 116 123 129 134

Upper-middle-income countries

Financing needs (billion US$) 2182 2425 2674 2924 3178 3441 3714 3995 4284 4582 4887 5202

Financing needs as % of GDP  ggs 091 095 099 102 105 108 110 112 114 115 116

Total low- and middle-income countries

Financing needs (billion US$) 2465 2844 3236 363.6 4046 4470 4911 5371 5844 6331 6834 7352

Financing needsas % of GDP 975 082 088 094 100 104 109 113 116 119 122 124

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

6. Assessing financing gaps in contributory systems

Social protection systems are typically financedulgh a combination of tax-financed
non-contributory schemes and social insurance sebe¢hat are usually funded by workers
and employers. The two-dimensional strategy for mamensive and adequate social
protection systems embodied in ILO Recommendation292 also calls for ILO members
to consider implementing the most effective anétiffit combination of both schemes (see
paras 9(1) and 9(3)). The level of social protettimoth in terms of coverage and benefits,
is ultimately a decision to be taken at the natidenel, preferably after consultations with
representatives of the persons concerned, i.acplary with the social partners (see ILO
Recommendation No. 202, paras 8(d), 13(1), 19 apd 2

Coverage extension through social insurance systerasdesirable and necessary
strategy to ensure that people can progressivéijeae higher levels of protection by
moving from the basic benefit levels offered by fwmmtributory systems to higher levels of
benefits secured through social insurance schelkt@sy countries have made significant
progress in extending the coverage of contribusystems, as documented in several
publications by the ILO (see for example, ILO, 202017, 2019; Ortiz et al., 2019a).
However, more efforts are required to expand saeglrance coverage.
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Countries can increase social security contribgtibimough two main avenues. On the
one hand, this can be achieved by increasing thetife coverage of the labour force. This
option applies to virtually all developing coungi€®©n the other hand, a significant number
of developing countries, particularly low-incomeuotries with limited benefit packages, in
which contribution rates are still relatively lomdathere is room to increase their fiscal
space and financing social protection through¢hennel.

This chapter presents estimates of the capacitpmifibutory systems to reduce their
financing gaps by increasing coverage to uncovgredps or increasing their contribution
rates. Although the resources from social seceotytributions are not intended to finance
social assistance, greater contributory coverageantributions reduce the reliance on tax-
financed schemes, thus creating fiscal space fatgr population coverage and adequate
benefits.

The estimation method presented in this chaptezldps a scenario in which both the
contribution rate and the coverage rate of thedabarce with social insurance programmes
are subject to policy changes. The method follosveral steps. First, two scatter plots are
constructed: (a) one showing the relationship betweld-age dependency ratio and
contribution rates and (b) one showing the associdtetween GDP per capita (PPP terms)
and coverage rates, which is proxied by the nunabeactive contributors to a pension
scheme. Next, a linear regression equation is gerin each case to obtain average
estimates. For all countries below the regressios, the study considers a scenario that
“adjusts” their contribution rate and coverage rgtevards to the average values estimated
by the regression lines. The observed values aitci@s above the line remain the saffe.

Social security contributions were estimated usiregfollowing equation:
SCi = LFL * CRL * MVVL * COTi

Where the initials of the variables in the countspould be read in the following terms:
SCrefers to social security contributions
LF is the labour force
CRis the coverage rate
MW is the mean annual wage
CoTis the contribution rate

If the estimation assumes that all countries betbg coverage/contribution trends
move up their rates to the “expected level”, thdabally speaking social security
contributions may represent 6.3 per cent of the @Déeveloping countries (table 8). The
expected net increment in fiscal space creatiasug this alternative is a gain of 1.2 points

of GDP. This appears to be an achievable goalémtxt ten years, particularly in low-
income countries, as shown by recent experiencasndented by the ILO.

10 An alternative scenario not applied here coultboexplore increases in coverage for the full $et o
developing countries.
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Table 8. Social security contributions as a percentage of GDP: estimated baseline and alternative
scenario with adjusted coverage and contribution rates, by region
(low-and middle-income countries)

Scenario with

Baseline adjusted rates

Subregional groups

Arab States 14 1.5
Central and Western Asia 44 6.3
Eastern Asia 6.5 8.0
Eastern Europe 8.5 8.6
Latin America and the Caribbean 4.6 5.5
Northern Africa 34 3.8
Northern, Southern and Western Europe 6.5 6.5
Oceania 42 5.2
South-Eastern Asia 1.2 3.5
Southern Asia 33 35
Sub-Saharan Africa 0.6 1.9
Low-income countries 0.4 0.8
Lower-middle-income countries 25 3.2
Upper-middle-income countries 5.8 7.1
All low- and middle-income countries 5.1 6.3

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

The former marginal or incremental revenue colettaries from +0.1 per cent of
GDP in the Arab States and Eastern Europe to +&.2ent in South-Eastern Asia. Low-
income countries could expand their social securytributions to 0.8 per cent of GDP,
meaning that they would double their current leddkss conservative scenario of increased
coverage would certainly yield considerably higtesults in the potential for creating fiscal
space through social security contributions irredfions.
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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.

7. Fiscal space options for closing
the financing gaps

This chapter focuses on analysing potential sowtesvenue to obtain the additional
financing required to achieve universal social @ctibn by 2030. First, the chapter presents
some general considerations on existing sourcémding that may help to close the gaps.
Next, the chapter explores two specific alternatisech as taxation and ODA. Regarding
the creation of fiscal space through the extensiosocial insurance, the previous chapter
provides inputs for a discussion of how this opttowild raise potential revenue. It may be
recalled that the decisions in this respect takkeheanational level should be prepared and
developed in close collaboration with the most @spntative employers’ and workers’
organizations. Tripartite social dialogue shoule@ally address all different risks, as
provided in ILO Social Security (Minimum Standard3pnvention No. 102, and should
allude to the possible options outlined below @se Recommendation No. 202).
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7.1.

Fiscal space creation is feasible even
in low-income countries

Concerning financing options, SDG target 1.A cadls countries to “[e]nsure
significant mobilization of resources from a vayiet sources, including through enhanced
development cooperation, in order to provide adegaiad predictable means for developing
countries ..."” Indeed, there exist several approaahen in poor countries, to create fiscal
space for financing social protection. Internatiagerience shows that countries can draw
on eight different strategies for creating fiscphce, which should be examined in the
context of a national social dialogue, namely:ifgreasing tax revenues; (ii) expanding
social security coverage and contributory reven(igseliminating illicit financial flows;
(iv) reallocating public expenditures; (v) usingdal and central bank foreign exchange
reserves; (vi) managing debt: borrowing and restinirey existing debt; (vii) adopting a
more accommodating macroeconomic framework; anil) (vicreasing ODA aid and
transfers (see ILO, 2017; Ortiz et al., 2019a).

Increasing tax revenuesThis is a key channel for generating governmeveinue that
is achieved by altering different types of tax satdor example of taxes on corporate profits,
financial activities, property, import/exports amatural resources — or by strengthening the
efficiency of tax collection methods and overalimiance. Many countries are increasing
taxes for social protection. For example, the Rational State of Bolivia, Mongolia and
Zambia are financing universal pensions, child lienand other schemes from mining and
gas taxes; Ghana, Liberia and the Maldives havednted taxes on tourism to support
social programmes; Gabon has used revenues frome-aalded-tax on mobile
communications to finance its universal health eggem; Algeria, Mauritius and Panama,
among others, have supplemented social securigntms with high taxes on tobacco; and
Brazil has introduced a temporary tax on finanti@hsactions to expand social protection
coverage. Other countries have launched lottedesupplement social security spending
(e.g. China’s welfare lottery or Spain’s ONCE lojtéor the social inclusion of the blind).

Expanding social security coverage and contributoryrevenues Increasing
coverage and thereby raising contributions is mbkd way to finance social protection,
freeing fiscal space for other social expenditUBecial protection benefits linked to
employment-based contributions also encourageotimedization of the informal economy:
Uruguay’s monotax provides a remarkable examplgeAtina, Brazil, Tunisia and many
other countries have demonstrated the possibilityprmadening both coverage and
contributions.

Eliminating illicit financial flows . Estimated at more than ten times the size of all
ODA received, a colossal amount of resources illgggcapes developing countries each
year. There is a growing effort, particularly wittihe United Nations and other international
agencies, to devote more considerable attentiacracking down on money-laundering,
bribery, tax evasion, trade mispricing and othaaficial crimes that are both illegal and
deprive governments of revenues needed for somé&tqtion and the SDGs.

Reallocating public expenditures This orthodox approach includes assessing
ongoing budget allocations through public expenditeviews, social budgeting and other
types of budget analysis; replacing high-cost, imgact investments with investments that
result in more substantial socioeconomic impadisjieating spending inefficiencies; and
tackling corruption. For example, Costa Rica andiilimd have reallocated military
expenditures to universal health, while Ghana, medta and many other developing
countries have reduced or eliminated fuel subsidiesused the proceeds to extend social
protection programmes.

Using fiscal and central bank foreign exchange resees. This option includes
drawing down fiscal savings and other state reversiered in special funds, such as
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sovereign wealth funds, and/or using excess foreigihange reserves in the central bank
for domestic and regional development. Chile, Ngnaad the Bolivarian Republic of
Venezuela, among others, are tapping into fisce¢rmes for social investments, while
Norway’'s Government Pension Fund Global is perhtapsbest-known example of this
option.

Managing debt: borrowing and restructuring existing debt. This strategy involves
an active exploration of domestic and foreign berng options at low cost, including
concessional, following careful assessment of delstainability. For example, in 2017,
Colombia launched the first social impact bond @vealoping countries and South Africa
issued municipal bonds to finance basic servicelsughan infrastructure. In recent years,
more than 60 countries have successfully renegadtidebt and more than 20 (for example,
Ecuador and Iceland) have defaulted on or reputiiptiblic debt, directing debt-servicing
savings to social protection.

Adopting a more accommodating macroeconomic framewk. This entails
permitting higher budget deficit paths and/or higleeels of inflation without jeopardizing
macroeconomic stability. A significant number ofvelping countries used deficit
spending and a more accommodating macroeconomioefvark during the global
recession to attend to pressing demands at a fifoesgrowth and support socio-economic
recovery.

Increasing aid and transfers The extension of fiscal space by drawing on ddimes
sources is a fundamental element of strategiesréating comprehensive social protection
systems. However, there are considerable gapscielpan some developing countries,
between domestically generated resources and doeinees required for universal social
protection systems. Fiscal deficits and the inadeygwf resources translate in many cases
into gaps in coverage and loss of well-being. ILE&c&nmendation No. 202 accordingly
suggests that countries “... whose economic and lfisapacities are insufficient to
implement the guarantees may seek internationgdezation and support that complement
their own efforts.” (para. 12). The Governmentgadintries such as Pakistan, Madagascar,
Namibia, Tajikistan and Zimbabwe report that thayédireceived support from international
partners to finance their social protection systehsreover, the Government of Burkina
Faso counts on international cooperation for itsonal social protection floors strategy,
while the implementation of national plans in thee€h Republic has been based on
resources from the state budget and the Europezal Foind.

7.2. Assessing taxation and official development
assistance for closing the financing gap

7.2.1. Taxation

Member States acknowledged in the Addis Ababa Ac#genda that additional
domestic public resources are required in ordactoeve the SDGs (UN, 2015). Taxation
is usually considered the first source of additidireancing to finance non-contributory
programmes. Based on the information on tax rewernonethe World Bank World
Development Indicators, the global tax burden ih&® estimated at 11.1 per cent of GDP,
ranging from 6.3 per cent in the Arab States t® X&r cent in Northern, Southern and
Western Europe. Eastern and Southern Asia arentiiéveo regions with tax burdens below
the global rate.

In order to understand the magnitude of the gdjnancing SDG target 1.3 in terms
of overall tax collection, a costing exercise hakwated and analysed the corresponding
indicator. On average, the 2019 SPF financing ggpesents 13.5 per cent of the total tax
revenue.
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Figure 7.

Figure 7 allows the identification of three catégsrof regions. The first category
(Eastern Europe and Eastern Asia) refers to plabese the financing gap represents less
than 10.5 per cent of total revenues from taxess&hegions may explore the possibility of
implementing reallocation strategies to reducditiecing gap, which would require strong
political will to give social protection a positiemphasis in terms of public financing.

In the second category (Southern Asia, South-Hagtsia, Oceania and Sub-Saharan
Africa), the financing gap represents 10 to 20geert of the total revenues from taxes. Even
if expenditure reallocation is an option, the levegffort to reduce the financing gap would
require structural, long-term measures to genaraiee savings for allocation to social
protection; however, such measures usually takgnéfisant amount of time.

Finally, in the third category (Arab States, Northéfrica, Northern, Southern and
Western Europe, Latin America and the Caribbead, @entral and Western Asia), the
financing gap represents more than 20 per certtaf tevenues from taxes. The reduction
of such a large financing gap would require eithercreation of new taxes or a search for
alternative and innovative sources of funds.

In low-income-countries, the SPF financing gapasnhigh — at 45 per cent of current
tax revenues. Therefore, reducing it in low-incotoemntries would require a significant
reallocation of public resources to finance sopiaitection at the expense of other social
spending priorities.

Total social protection floor financing gap as a percentage of the tax burden in 2019,
by region (low- and middle-income countries)
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Even if regions are able to finance social protectfloors in the short term by

reallocating expenditure, in the medium and lomgngetheir financing strategy should
include structural changes and multiple sourcesrioter to achieve the objective of a
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universal social protection floor. Possible optionslude increasing taxation and social
security contributions, additional ODA for sociabpection and other alternatives such as
increasing corporate taxes, taxing the digital eaoynand creating special taxes on financial
transactions.

7.2.2. Role of official development assistance

As was done for taxation in section 7.2.1 abovaalar exercise was conducted for
ODA. Based on analysis of information on ODA flotesdeveloping countries in 2017,
table 9 compares the SPF financing gap with ODA psrcentage of GDP. Overall, ODA
does not seem to be a viable source if it remdicsir@ent levels: the estimated global gap
in SPF financing is five times the level of ODA emtly allocated to developing countries.

Of the 11 regions and 3 income groups considerdgtdrexercise, only 3 categories
(Arab States, Oceania and low-income countriesg lrewvSPF financing gap that is smaller
than their total ODA flows and even in those instmthe gap already represents a
significant share of existing ODA. The SPF finamgcgap is equivalent to between 65 and
85 per cent of the total ODA allocated by the Orgatmon for Economic Cooperation and
Development (OECD) to developing countries. In h#&merica and the Caribbean, the gap
would represent 36 times existing ODA, while in epmiddle-income countries the
multiplier would be 13.5.

Some specific regions may deserve attention. IfSalmran Africa, the SPF financing
gap in 2019 is equivalent to the total ODA allogatto that region. In other words, to fill
the gap in financing the social protection floortlat region with ODA flows only, total
development assistance would have to be doubldalie Bagives ODA flows to Eastern Asia
at 0 per cent of GDP owing to the significant iefiwe of China in both size of GDP and
ODA outflows. If China were removed from the cahtidn, the level of ODA flows would
jump to 6.8 per cent of GDP and would thus greaxigeed the existing SPF financing gap.

Even if there is room for action in some regionsgéneral terms the use of ODA for
social protection financing seems to be limited. &ample, in order to fully close the SPF
financing gap with ODA, overall assistance for depenent would have to double between
2019 and 2030 and in some cases such as Latin ¢arend the Caribbean, regional ODA
would have to be multiplied by 13. At the same tirtee achieve the desired result, the
estimated increment would have to be fully allodate social protection, which seems
unrealistic given the long list of other prioritgwkelopment areas. Moreover, the idea of
reassigning existing ODA to social protection withaltering the level that OECD
Development Assistance Committee (DAC) countriézcate is a very complex one given
the history of past and future commitments.

This situation becomes even more complex when aisalgcuses on ODA for social
protection rather than on total ODA allocated tadalvelopment areas. Between 2010 and
2015, the disbursed ODA to social protection un@&CD/DAC CRS code 16018
averaged US$2,346.7 million, while the committecelef social protection ODA totalized
US$ 2,647.7 million. One of the critical charactéios of disbursed ODA flows is a highly
unstable growth rate. Over the same period, spodiection ODA grew at -1.0 per cent, so
that in three of the five assessed years the rasawgative. The disbursed flows represented

11 According to OECD/DAC, CRS code 16010 includes OIbk the following areas: social
legislation and administration; institution capgdiuilding and advice; social security and other
social schemes; special programmes for the elderphans, the disabled and street children; social
dimensions of structural adjustment; and unspeti§iecial infrastructure and services, including
consumer protection.
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Table 9.

8.

0.0037 per cent of GNI; since 2011, that contrifiuthas never returned to its 2010 levels
(Ortiz et al., 2017b)-?

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

Total ODA allocations+

2019
Subregional groups
Arab States 28 33
Central and Western Asia 53 0.9
Eastern Asia 04 0.0
Eastern Europe 12 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 3.3 47
South-Eastern Asia 1.5 0.3
Southern Asia 1.7 0.3
Sub-Saharan Africa 2.7 26
Low-income countries 5.6 8.6
Lower-middle-income countries 1.9 0.6
Upper-middle-income countries 14 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.

Main findings, conclusions and the way forward

Main figures and findings

According to ILO estimates, only 45 per cent of Wmld's population are covered by
at least one social protection benefit. Given thecHic situation of developing countries,
the extent of the coverage gap is even more waryoverage in those countries barely
reaches 30 per cent of children, 18 per cent gbleewith severe disabilities and 35 per cent
of mothers with newborns.

This study shows that coverage gaps affect vigualll regions of the world and all
developing countries, including upper-middle-incooogintries. As might be expected, the
gaps in coverage — measured as the percentageeopdpulation who are potential
beneficiaries of social protection programmes — sigmificantly larger in low-income
countries than in middle- or upper-middle-incomertnies. For example, in low-income
countries only 8.5 per cent of children and 15.8 gant of older persons are covered by

12 For analytical purposes, calculations were doimggudisbursements, that is, what is was effectively
invested in that year. The GNI utilized was the sirall the ODA donors, including DAC and non-
DAC countries, as reported by OECD.
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social protection programmes, whereas in upper-ioidtcome countries 35 per cent of
children and 90 per cent of older persons are ealvdn terms of absolute population size,
total coverage gaps are much more significant inldiet and upper-middle-income
countries. More people are excluded from socidigmtton in a few large middle- and upper-
middle-income countries than are excluded in all-inocome countries worldwide. This is
a significant finding that should be taken into @aat when analysing the regional and
income distribution of absolute gaps in social @ctibn financing and considering strategies
to fill the global gaps.

Concerning the cost of achieving universal coverEgebasic set of social protection
floor benefits — covering children up to a limitegle, women with newborn children, persons
with severe disabilities and older persons — tihelifigs of this study indicate a rather
variable cost at the regional level and by couiigpme level. Globally, for developing
countries, the total estimated cost is about 24 geat of the GDP of the developing
countries considered in the study, including adstiative expenditures. However, that cost
is considerably higher in low-income countriesjreated at 6.4 per cent of GDP. These
findings are consistent with those of previous kiOdies.

The findings presented in this study show thatiotpshe global SPF financing gap
would require an additional US$527.1 billion perayer 1.6 per cent of the GDP of
developing countries. This SPF financing gap vadess regions and country-income
groups, ranging from 0.4 per cent of GDP in Eastssia to 5.3 per cent in Central and
Western Asia, and from 1.4 per cent of GDP in uppildle-income countries to 5.6 per
cent in low-income countries. In monetary termsyéwer, the gap may be as low as US$1.1
billion per year in Oceania (due to the region's Ipopulation) or as high as US$189.4
billion per year in Latin America and the Caribbedime financing gap in low-income
countries is estimated at US$26.8 billion per year.

In terms of the incremental financing needs to pFsgively achieve universal coverage
by 2030, the required amount is about US$246.®hilh 2019, equivalent to approximately
0.75 per cent of the GDP of the developing cousitiensidered in the study. That required
amount will rise gradually in subsequent yeargteh US$735.2 billion in 2030, equivalent
to 1.24 per cent of the GDP of those countries.

The study assesses the capacity of contributogmgsto reduce their financing gap
by increasing the coverage and contribution lewdlsexisting contributory schemes.
Assuming that all countries below the expectedll@fecoverage and contribution rates
move up to that level, this would generate addéi@ocial security contributions equivalent
to 1.2 per cent of the GDP of developing countrlasparticular, low-income countries
would double their current social security conttiba collection levels (from 0.4 to 0.8 per
cent of GDP).

Given the goals of Agenda 2030 and the commitn@athieve the specific target of
SDG 1.3, these findings call attention to the n&®da global effort that involves most
countries and does not focus exclusively on thegsiccountries. However, strategies for
achieving the goals of universal coverage of treéas@rotection floor may vary according
to the specific level of development of countries.

As documented in this study, the social protectioancing gap represents on average
about 13.5 per cent of the tax burden of develogmogntries. Many countries have the
potential to fill their gaps from domestic sour@e®l that should undoubtedly be a policy
priority. For example, for upper-middle-income cties, the gap is equivalent to 13 per
cent of the tax burden. Experience shows that palécisions on social protection reforms
usually have a long-lasting effect on the countngsional budget as well as on employers’
and workers’ contributions to the system. In maoyrtries, therefore, governments do not
take such decisions in isolation; rather, they segdport from the full range of stakeholders
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in order to ensure that decisions are politicallgtainable and they hold social dialogue
(consultations) with the most representative emgaigiyand workers’ organizations in order
to ensure a better understanding and acceptandbedf decisions. As workers and
employers are the most directly affected by suatisitns — in particular by the levels of
contributions and benefits — the success rateiméhease considerably if they understand
the reasons for reforms and they can and shouidvieéved in the smooth implementation
of such reforms. Genuine social dialogue is theesém absolute condition of reaching these
policy priorities.

On the other hand, many countries are far from dp@mna position to fill social
protection financing gaps based on their own effdidr example, low-income countries
would require an equivalent of 45 per cent of ticeirent tax revenues to do so. Therefore,
the challenge is much higher for low-income cowstrboth in terms of the relative cost and
their relative capacity. That distinction must bensidered as a critical factor in the
formulation of a specific development assistanciicpoMassive financial assistance for
starting up and temporarily financing benefits cobé a feasible option for addressing the
SPF gap in low-income countries.

According to estimates calculated by this studieaét an annual investment of around
US$ 27 billion, equivalent to 5.6 per cent of GDPlaw-income countries, would be
required to fill the social protection financingpgain these countries. When that figure is
considered as a percentage of the GNI of donortdeanthe amount becomes negligible.

However, the current level of ODA for social prdten is insufficient to meet the
financing needs identified in this study. In terafishe Addis Ababa Action Agenda, many
countries still fall short of their ODA commitmentédoreover, in terms of ODA for social
protection as opposed to total ODA, the short&linuch greater: the disbursed ODA for
social protection represented 0.0037 per centeo@@NI of OECD/DAC countries in 2015.

Moving from general strategies to specific policies and actions

The possibilities for the development of a univessaial protection system are closely
linked to the strategy and level of countries’ @ledevelopment. Social protection and
social and economic development go hand in handsapgort each other. The positive
effects on development of investing in social pcota are well documented and widely
accepted. A new development model should placestment in social protection and social
investment in general at the heart of developmelitips.

The development of both contributory and non-ctwitiory social protection systems
can have a significant effect in the short, medamd long terms. SPF development, for
example, can lead to an immediate reduction of pJ®y improving the opportunities for
better employment of new generations entering dheur market and supporting a more
productive business environment that leveragesauoandevelopment. On the other hand,
the extension of contributory systems linked tonfalization policies can also have
immediate effects on employment formalization angguty reduction. In terms of action,
both strategies must complement each other anddoetimdispensable.

Opportunities to extend fiscal space exist in @ltuevery country, as international
experience shows. Countries and policymakers wadelface the difficult task of thinking
about and implementing innovative ways of creafisgal space beyond traditional recipes
to offset the growing economic inequality. This anter ILO and United Nations studies
explore and discuss several strategies for credisul space, including the actions
proposed below.
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Concrete actions for discussion at the level of national
governments and with social partners

1.

Maximize the domestic fiscal space, including throgh taxes and social security
contributions. The link with tax, labour market, employment aedterprise
formalization policies plays a critical role in $tstrategy.

Strengthen ODA. Developed countries should make an effort to dgmgth the
minimum commitments established in the Addis AbAbaon Agenda, which are far
from being met. Given the financing requirementsaichieving the whole set of SDGs
(several trillion US$), it is clear that current @evels have limited capacity to fill
the gap. In the area of social protection, ODA $théocus primarily on two objectives:

m  First, ODA should contribute to the developmentational capacities to improve
social protection systems, including the propergtesnanagement and financial
sustainability of those systems.

m  Second, ODA can play an important role in the enméntation of nationally
defined social protection floors in low-income ctiigs that guarantee universal
protection, including by financing social protectidbenefits where national
resources are insufficient.

Foster transitions from the informal to the formal economy These are critical for
promoting coverage and financing based on taxessanil security contributions.
Social security contributions must continue to péajundamental role in financing
social protection. Formalization, decent work am@ textension of contributory
coverage are indispensable policies and are dirkoked to an integrated, fairer and
more inclusive development model.

Commit international financial institutions to play a bigger part in protecting
social expenditure The IMF, in particular, could play a critical eolin that regard, it
is crucial to refer to the IMF's recent commitmeotgeveloping a strategic framework
that will provide broad guidance for future IMF exggment on social protection issues,
including the use of social spending floors.

Further develop a proposal to create a global finagcing mechanism to accelerate
the extension of social protection, including theemporary financing of current
expenditures on social protection benefits, priorizing low-income countries This
action could include the creation of a fund to tenapily and partially finance social
protection benefits in low-income countries (thrbugatching and other conditions),
as well as to protect a selected number of conaigainst the shocks linked to climate
change and crises in general. The estimates pessénthis study provide a sound
basis for initiating design discussions.
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Annexes

A1 Number of low- and middle-income countries and territories included in estimation of current

coverage rates

Children

Subregional groups

Maternity Disability

Old age

Arab States

Central and Western Asia
Eastern Asia

Eastern Europe

Latin America and the Caribbean

Northern Africa

Northern, Southern and Western Europe

Oceania
South-Eastern Asia
Southern Asia

Sub-Saharan Africa

42

45

Country-income groups

Low-income countries 28 28 28 29
Lower-middle-income countries 43 46 46 47
Upper-middle-income countries 57 53 52 58
Total 128 127 126 134

A.2. Population of projected beneficiaries for universal coverage scenario, by type of social

protection benefit and region (low- and middle-income countries), 2019

Children Maternity Severe disability Old age

Arab States 14,079,500 2,596,648 2,756,096 3,157,992
Central and Western Asia 24,996,258 4,459,861 6,319,702 13,729,854
Eastern Asia 99,847,214 18,196,160 44,468,760 166,562,715
Eastern Europe 16,138,864 2,662,421 7,130,050 36,197,913
Latin America and the Caribbean 59,853,091 10,336,412 16,138,256 50,449,128
Northern Africa 35,796,803 5,985,114 7,893,010 14,149,030
Northern, Southern and Western Europe 991,596 177,612 572,470 2,728,201
Oceania 1,585,711 290,489 353,544 499,729
South-Eastern Asia 68,292,380 11,904,165 19,025,968 43,287,553
Southern Asia 206,473,211 36,743,479 54,417,325 114,100,991
Sub-Saharan Africa 194,975,210 37,667,303 31,644,517 32,521,424

Total 723,029,838 131,019,664 190,719,698 477,384,530
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A3. Current expenditure in social assistance as a percentage of GDP, by region
(low- and middle-income countries), estimated as at 2018

Region Percentage of GDP

Arab States 22
Central and Western Asia 1.6
Eastern Asia 0.4
Eastern Europe 3.2
Latin America and the Caribbean 12
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

Total 0.9

A4 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 d?seavt;:;y
Arab States 1.0 0.3 0.9 1.3
Central and Western Asia 1.1 0.3 14 38
Eastern Asia 0.1 0.0 0.1 04
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
Elzrr(t)r;)zm, Southern and Western 0.4 01 10 58
Oceania 1.0 0.2 0.9 1.4
South-Eastern Asia 04 0.1 0.4 13
Southern Asia 0.5 0.1 0.5 1.0
Sub-Saharan Africa 1.4 0.3 0.9 1.0

Total 0.4 0.1 0.5 1.3

40 Measuring financing gaps in social protection for achieving SDG.docx



A5. Estimated incremental financing needs for social protection by region
(low- and middle-income countries), US$ billions, 2019-2030

Region
Arab States 3.0 3.8 47 5.5 6.5 74
Central and Westem Asia 458 49.1 52.5 56.0 59.6 63.2
Eastem ASia 313 3.7 399 437 474 513
Eastern Europe 253 26.9 28.7 30.4 32,0 334
Latin America and the Caribbean 103.1 154 128.0 141.0 154.5 168.5
Northern Africa 7.3 8.9 10.5 12.2 14.1 16.0
Northern, Southern and Wester Europe 17 20 24 27 31 34
Oceania 02 03 0.4 05 06 07
South-Eastern Asia 11.8 15.3 19.0 229 27.0 31.2
Southern Asia 15.4 212 274 33.7 40.3 471
Sub-Saharan Africa 15 5.7 10.2 14.8 19.6 24.7
Total 246.5 284.4 323.6 363.6 404.6 447.0
Region 2025 2026 2027 2028 2029 pLx]]
Arab States 84 95 10.6 1.7 13.0 14.2
Central and Westemn Asia 67.0 70.9 749 79.0 83.1 874
Eastern Asia 55.5 59.9 64.5 69.3 744 79.9
Eastem Europe %38 363 378 39.0 39.9 405
Latin America and the Caribbean 183.0 197.9 213.2 2291 2456 262.8
Northern Africa 17.9 20.0 22.1 243 26.6 29.0
Northern, Southern and Western Europe 3.8 4.1 45 49 52 5.6
Oceania 0.9 1.0 1.1 12 14 15
South-Easter Asia 3556 402 450 49.9 549 60.2
Southern Asia 54.3 61.7 69.5 77.5 85.8 94.3
Sub-Saharan Africa 299 355 #2 472 53.4 59.9
Total 491.1 5371 584.4 633.1 683.4 735.2
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A.6. Estimated incremental financing needs for social protection by country-income group
(low- and middle-income countries), US$ billions, 2019-2030

Country-income group 2019 2020 2021 2022 2023 2024
Low-income countries 34 57 8.1 106 132 16.0
Lower-middle-income countries 249 363 48.2 60.6 735 87.0
Upper-middie-income countries 2182 2425 2674 2924 317.8 3441

Total 246.5 284.4 323.6 363.6 404.6 447.0

Country-income group

Low-income-countries 18.8 218 249 282 316 35.1
Lower-middle-income countries 101.0 18.7 131.0 146.8 163.1 180.0
Upper-middie-income countries 3714 399.5 428.4 458.2 488.7 5202
Total 491.1 537.1 584.4 633.1 683.4 735.2

AT. 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 284
Central and Western Asia 47.5
Eastern Asia 81.3
Eastern Europe 722
Latin America and the Caribbean 36.1
Northern Africa 35.0
Northern, Southern and Western Europe 522
Oceania 55.7
South-Eastern Asia 21.8
Southern Asia 211
Sub-Saharan Africa 10.6

Total 28.9
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A8. 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, Curagao,
Cyprus, Czech Republic, Denmark, Estonia, Faeroe Islands, Falkland Islands (Malvinas), Finland, France,
French Guiana, French Polynesia, Germany, Gibraltar, Greece, Greenland, Guam, Guemnsey, Hong Kong
(China), Hungary, Iceland, Ireland, Isle of Man, Israel, Italy, Japan, Jersey, Korea (Republic of), Kuwait,
Latvia, Liechtenstein, Lithuania, 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, Anguilla, 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), Iraq, 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, Cote 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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A9

Region

Africa

Subregion (broad)
Northern Africa

Classification of countries and territories by regional grouping

Countries and territories

Algeria, Egypt, 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), Céte d'Ivoire, 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

Americas

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

Arab States

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

Asia and the
Pacific

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, Sri Lanka

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

Europe and
Central Asia

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, Czech Republic, 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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