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Social security can build resilience to idiosyncratic risks and shocks across the lifecycle...

School age Working age

(L)

/ Early childhood

* Unemployment &
* Unsafe birth and no Child labour * Inadequate skills underemployment * Increasing frailty
access to ante-natal Unable to access or stay * Unemployment « Costs of children * Inability to work
and post-natal care in school * Inability to access « Care of parents * No care from family
* No immunization Poor home environment training e Debt * Discrimination in labour
« Stunting impacting on schooling * Alienation « Bride price force and access to
* Reduced cognitive Malnutrition « No childcare credit
development Child abuse « Gender discrimination
Loss of parents - Domestic violence

\_ % \_ AN L J

Disability & Chronic Illness
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...and also covariate risks that cut across the lifecycle and affect entire populations

/ Early childhood School age Working age

(L)

MIMI
Covariate risks

Economic downturn
I A I B e B

Natural and climate disasters

Political and conflict-related crises
;J {  J {  J{

Pandemics (eg Covid-19)

Inclusive social protection: Shifting the paradigm Development Pathways 2



Social protection aims to provide both a minimum income and less volatility

in incomes, to build resilience of individuals and families

Consumption
smoothing

Shift income
\ up over time

- == == \iniMuUM iNnCOMe

Y

Income

Time
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Most people live on low and insecure incomes in low- and middle-income countries

Proportion of population with lower incomes than the poorest 5% of the population in Sweden
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Investment in social security across rich countries

B Old Age m Survivors ™ Disability Children  ® Unemployment Other
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Most low and middle-income countries invest very little in tax-financed

social security

w B~ ol

Percentage of GDP

N
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Most low- and middle-income countries are still dominated by a 19th

Century poor relief model

Poor relief
model
100%
90% Social
Insurance
80%

70%
S “Missing middle”
50%
40%
50%
20%
10%
0%

Inclusive social p Development Pathways 8
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Low- and middle-income countries need to build a universal, multi-tiered

lifecycle social security system

Refer to social security as an
essential public service,

alongside health and education Pl

Income from social security

Tax-financed schemes

Poorer Richer

Development Pathways 9



The three ‘foundation’ schemes in universal social security systems are child,

old age and disability benefits

Example of India

Childhood

India
currently
provides

$2.50

Unemployment and sickness benefits

Child benefit . T ) Old Age
Parental benefits Pension

Disability benefits

Commence with 0-3s in 2026 . Commence with 75+ in
and reach all children 0-17 Commence with severe 2023 and reach 65+ by

disability in 2024/5 and
years_by 2040 b_y not moderate disability in 2033 2033
removing any children



Growth in level of investment in a universal system in India

2 0% By 2040, cost
m Old-Age Benefit  m Child Benefit Child Disability Benefit ~ ® Adult Disability Beneflt 4_ WI ” be 204 Of
1.8% (3':)F3

Percentage of GDP
=
o
X

16%  Average . .
1.4% annual
o increase is
2% 0.1% of GDP . .

| Nepal already

0.8%

. Invests more than

1.6% of GDP
Commences 0.4% .
at 0.3% of
GDP 0.2% I I

0.0%

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040
Year
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Growth in levels of investment required across all 4 countries with similar analysis

# Old-Age Benefit M Child Benefit = Child Disability Benefit m Adult Disability Benefit 20% w Old-Age Benefit m Child Benefit = Child Disability Benefit m Adult Disability Benefit
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Coverage of the universal system in India (2040)

100

75Very high coverage

among the poorest

50 households 82% of households

would be reached,
making the social
25 security system
very popular and
shock-responsive

Botto Top

Percentage of households covered

Pre-transfer consumption percentiles
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Changes in household consumption when both the transfers and the taxes

to pay for the transfers are taken into account (example of India, 2040)

100%

80%

Biggest winners
60% from universal
¢  S\Stem are those
on the lowest
Incomes

40%

20%

0%

Change in consumption after taxation and transfers

-20%
Bottom
Pre-transfer consumption percentiles

The richest are the
largest net funders
of schemes

A\

Development Pathways 14
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Impacts on national poverty rate across age groups:

Example of India (2040)

m Pre-transfer poverty rates ~ m Post-transfer poverty rates

40%

There would be an

3% overall reduction in the
30% Poverty rate without the universal system national poverty rate of
0
o 70%
> 20%
S

15%

10%

5% 1

Poverty rate with the universal system

0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 65-69 70-74 75-80 80+
years years years Yyears years years years years years years years years Yyears years years years Yyears

0%

Poverty rate set at 60% of median consumption Development Pathways 15



Universal social security is higher cost, but it has higher impacts

High coverage system

South Africa, 2017, 3.4% of GDP

100%

H Before After
80% Poverty rate
without social
protection

60%

40%

Poverty head count index (30%) rate

t

Poverty rate with
social protection

20%

Five-year age groups




In Asia, universal systems are much more effective in tackling inequality

than poverty-targeted systems
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Low- and middle-income countries need to choose whether to build an
effective social security system (and reap the rewards)

CURRENT DEALS!!!

Second hand Lada poor rellef

Reaching the *

poorest

Coverage ‘
Administration ‘

Transparency * Anti-Social Registry
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