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Overview

Section I. How do the main impacts of the
global economic crisis continue to affect
vulnerable populations and inequality?

Section Il. How can social protection
counterbalance these increasingly adverse
trends?

Section Ill. What about financing?
Section IV. Conclusion



Section |.
The Crisis Impacts



Starting Point: Most people left behind prior to the crisis

Global Income Distribution, 1990-2007 (or latest available)

in PPP constant 2005 international dollars (methodology: population quintiles)
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Source: Ortiz and Cummins, “Global Inequality: Beyond the Bottom Billion,” UNICEF, 2011



An Alternative Visualization of Globa‘l"'lneaﬁali y, pre-Crisis
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Inequality Further Increased by Global Crisis:
Five Transmission Channels

1. Employment and Income 4. Government Spending on

= Unemployment, underemployment Economic and Social Sectors
Wage cuts, reduced benefits Education

Decreased demand for migrant workers =« Health

Lower remittances

Negative returns from pension funds

Social protection
Employment programmes
Public investment (e.g.

2. Prices infrastructure, green growth)
= Basic food, agricultural inputs
* Fuel 5. Aid Levels - ODA

= Medicines, drugs

3. Assets and Credit

= Lack of access to credit

Loss of savings due to bank failures

Loss of savings due to coping mechanisms
Home foreclosures



Inequality Further Increased by Global Crisis:
1. Food Prices — ~“double pre-crisis levels
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Sources: Ortiz and Cummins, “The Food Price Surge,” in A Recovery for All, UNICEF, 2012




Inequality Further Increased by Global Crisis:
2. Employment — the long jobs crisis

Employment-to-Population Ratios by Regions and World, 1990-11
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Source: Ortiz and Cummins, “The Jobs Crisis,” in A Recovery for All, UNICEF, 2012



Inequality Further Increased by Global Crisis:
2. Employment — added youth bulge pressures

Global Youth Employ-to-Pop Ratio and Share of Youth in World Pop, 1991-2011
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Inequality Further Increased by Global Crisis:
2. Employment: rising vulnerability/working poverty

Global Vulnerable Employment Trends

(total #, in billions) 912 million persons and their

families affected by working
poverty in 2011 = ~30% of

e global workforce
e Global Working Poverty by Regions, 2011 (USS2/day)
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Inequality Further Increased by Global Crisis:

3. Government Spending — austerity measures
Number of Countries Contracting Public Expenditures as a % GDP, 2008-15
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Source: Ortiz and Cummins, “The Age of Austerity,” forthcoming — based on IMF WEO (Oct 2012) projections




Phase I, 2008-09:
Fiscal Stimulus and Social Protection

Size of Social Protection Component of Stimulus Packages, 2009
(in % of total announced amount)
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Source: Ortiz and Cummins, “Austerity Measures and the Risks to Children and Poor Households,” in A Recovery for All, UNICEF, 2012




Onset of Fiscal Contraction

Phase ll, 2010-12:

Change in Total Government Spending, 2010-12 avg. over 2008-09 avg.

(in % of GDP)

Developing Reglon / Total Sample Contracted Expanded

# of Avg. # of Avg. # of Avg.
Income Group . . . . . .

countries spending A | countries spending A | countries spending A

East Asia and Pacific 19 2.2 6 -1.5 13 3.8
Eastern Europe and Central Asia 23 -0.9 17 -2.1 6 2.5
Latin America and Caribbean 28 1.2 9 -1.9 19 2.6
Middle East and North Africa 11 -2.1 8 -4.3 3 3.8
South Asia 8 0.8 3 -1.6 5 2.3
Sub-Saharan Africa 43 1.0 13 -3.7 30 3.0
Low-income 32 1.7 8 -2.2 24 3.1
Lower-middle-income 49 0.2 23 -2.9 26 3.0
Upper-middle-income 51 0.2 25 -2.6 26 2.9
Developing countries 132 0.6 56 -2.7 76 3.0
High-income countries 49 0.7 17 -1.0 32 1.7
All countries 181 0.6 73 -2.3 108 2.6

Source: Ortiz and Cummins, “The Age of Austerity,” forthcoming — based on IMF WEQO (Oct 2012) projections

Austerity not just a high-income country phenomenon!




Phase lll, 2013-?:

Intensification of Fiscal Contraction
Change in Total Government Spending, 2013-15 avg. over 2008-09 avg.

(in % of GDP)

. . Total Sample Contractin Expandin
R ICG EAY # of pAvg. # of ivg. # of i ivg.
Income Group . . . . . .
countries spending A | countries spending A | countries spendingA

East Asia and Pacific 19 1.2 8 -2.7 11 4.0
Eastern Europe and Central Asia 23 -2.1 18 -34 5 2.8
Latin America and Caribbean 28 0.8 11 -2.4 17 2.9
Middle East and North Africa 11 -3.3 8 -6.2 3 4.4
South Asia 8 0.9 4 -3.0 4 4.9
Sub-Saharan Africa 43 0.2 19 -4.2 24 3.6
Low-income 32 1.9 11 -2.3 21 4.0
Lower-middle-income 49 -0.9 27 -4.3 22 3.3
Upper-middle-income 51 -0.8 30 -3.7 21 3.2
Developing countries 132 -0.2 68 -3.7 64 3.5
High-income countries 49 -0.3 26 -2.2 23 1.8
All countries 181 -0.2 94 -3.3 87 3.1

Source: Ortiz and Cummins, “The Age of Austerity,” forthcoming — based on IMF WEQO (Oct. 2012) projections




Brazil
Philippines
Sierra Leone
Korea
Barbados
Germany
Moldova
Latvia
Tuvalu
Malta
Nigeria
Switzerland
Sweden

Fiji
Macedonia
Taiwan
Grenada
Lebanon
Hungary
Poland
Djibouti
Egypt
Turkmenistan
Botswana
Iran

Israel

Sri Lanka
Guyana

Sdo Tomé
Madagascar
St. Kitts and Nevis
Cape Verde
Ethiopia
Mali

Papua New Guinea
Seychelles
Jordan
Belarus
Yemen
Bhutan

Iraq

Sudan
Antigua
Eritrea

Change in Total Government Spending,
2013-15 avg. over 2005-07 avg.
(in % of GDP)
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Source: Ortiz and Cummins, “The Age of Austerity,”
forthcoming — based on IMF WEO (Oct 2012) projections



Main Adjustment Measures
119 countries cutting budgets in 2013 = 132 in 2015

Incidence of Austerity Measures in 174 Countries, 2010-13
(# of countries)
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Source: Ortiz and Cummins, “The Age of Austerity,” forthcoming — based on review of 314 IMF country reports
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Fiscal Austerity = Crisis of Social Support

Phasing out subsidies (food, fuel and others) in 100 countries, despite record-high
food prices in many regions

Wage bill cuts or caps in 98 countries, includes reducing salaries/size of public
sector workers who deliver essential services

VAT increases on basic goods and services that are consumed by the poor —and
which may further contract economic activity — in 94 countries

Reforming old-age pensions in 86 countries, e.g. by raising contribution rates,
increasing eligibility periods, prolonging retirement age, lowering benefits

Cuts in social protection programmes in 80 countries, often by revising eligibility
criteria and further targeting, which is a de facto reduction of coverage at a time
when governments should be trying to scale up benefits

Healthcare system reforms in 37 countries, includes raising fees and co-payments,
introducing cost-saving measures in public healthcare centers

Labor flexibilization reforms in 32 countries, e.g. revising minimum wage, limiting
salary adjustments, lowering collective bargaining rights, increasing

Key Takeaway: The most vulnerable groups, including children, are likely to be

disproportionately affected by these different measures

Source: Ortiz and Cummins, “The Age of Austerity,” forthcoming — based on review of 314 IMF country reports



Section Il.
Social Protection as the
Response



Social Protection in Times of Crisis

Social protection programs:

= Allow families to continue building up their assets and
strengthen their resilience to different shocks

" Reduce the need of households to sacrifice important
services (education, healthcare, etc.) and sell assets (e.g.
livestock, savings)

" Protect food consumption (quantity, quality, diversity)

" Can be rapidly scaled-up before signs of malnutrition
appear during food crises



Definition and Components

= UNICEF’s definition:

“Social protection is the set of public and private policies and
programs aimed at reducing and eliminating the economic
and social vulnerabilities of children, women and families, in
order to ensure their right to a decent standard of living”

= Four main components:

1.

Social transfers (cash transfers, food transfers, public
work programs, nutritional supplementation)
Programs to ensure access to services (cash transfers,
birth registration, user fee abolition, health insurance)

. Social support and care services (child care services,

home base care)
Legislation and policy reform (maternity leave,
inheritance rights, employment guarantee schemes)



UNICEF’s Approach:
Integrated Social Protection Systems

Highly effective for addressing multiple and compounding
vulnerabilities faced by children and families

= Address both social and economic vulnerabilities

" Go beyond risk management interventions and safety nets:
address structural as well as shock-related vulnerabilities

= Facilitate a multi-sector approach and coordination
= Coordinate with appropriate supply-side investments

" Frames strategies within a broader set of social and economic
policies that promote human development and growth



UNICEF’s Approach:
Integrated Social Protection Systems

Key Principles
" Progressive realization of universal coverage
= National systems and leadership

* |Inclusive



Section lll.
Financing Integrated
Social Protection
Systems for All



Fiscal Space for an Equitable Recovery Exists

Even in the Poorest Countries

“ There is national capacity to fund social and economic
development — and social protection floors — in virtually all
countries

“ There are many options, supported by UN policy statements:

1.

o Uk W

7.

Re-allocating public expenditures

Increasing tax revenues

Lobbying for increased aid and transfers

Fighting illicit financial flows

Tapping into fiscal and foreign exchange reserves

Adopting a more accommodative macroeconomic framework
(e.g. tolerance to some inflation, fiscal deficit)

Restructuring debt

Note: This section is based on Ortiz and Cummins, “Finding Fiscal Space,” in A Recovery for All, UNICEF, 2012



1. Re-allocate Public Expenditures

Military and Health Spending in Selected Developing Countries, 2006-09

(countries with no major armed conflict since 2000)
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2. Increase Tax Revenues

» Consumption or sales taxes, tolls * Income taxes
* Corporate taxes, including financial sector ° Inheritance taxes
* Tariffs (imports/exports) * Property taxes

Tariff Rates by Country Income Groupings, 1996-2009 (as a %)
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4. Fight lllicit Financial Flows (IFFs)

Main components:
1. trade mispricing
2. tax evasion

IFFs versus ODA, 2000-09
(billions of current USS)
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5. Use Fiscal and Foreign Exchange Reserves

Size of Sovereign Wealth Funds, 2011

Country Fund Name Assets® Inception  Origin
Russia National Welfare Fund 142.5 2008 Qil

Libya Libyan Investment Authority 70.0 2006  Qil

Algeria Revenue Regulation Fund 56.7 2000 Qil

Kazakhstan  Kazakhstan National Fund 38.6 2000  Qil

Malaysia Khazanah Nasional 36.8 1993 Non-Commodity
Azerbaijan State Oil Fund 30.2 1999  Qil

Iran Oil Stabilisation Fund 23.0 1999 Oil

Chile Social and Economic Stabilization Fund 21.8 1985 Copper

Brazil Sovereign Fund of Brazil 11.3 2008 Non-Commodity
Botswana Pula Fund 6.9 1994 Diamonds/Minerals
Timor-Leste  Timor-Leste Petroleum Fund 6.3 2005 Oil and Gas
Mexico Qil Revenues Stabilization Fund 6.0 2000 Oil

Venezuela Macroeconomic Stabilization Fund 0.8 1998 Oil

Vietnam State Capital Investment Corporation 0.5 2006  Non-Commaodity
Kiribati Revenue Equalization Reserve Fund 0.4 1956 Phosphates
Indonesia Government Investment Unit 0.3 2006  Non-Commaodity
Mauritania  Natl. Fund for Hydrocarbon Reserves 0.3 2006  Oil and Gas
Total 452.4




6. Borrow and/or Restructure Debt

Additional borrowing

Some countries show capacity, both domestically and externally:
* Loans, either from commercial or development banks/funds
* Issuing government securities, such as bonds

Debt restructuring

Some countries need to reduce existing levels of debt or debt service:

* Re-negotiate (> 60 countries since 1990s)
Relief/forgiveness (HIPC)
Swaps/conversions (> 50 since 1980s)

Debt Service and Health Spending, 2007-09

(avg values, current USS)

Repudiate (lraq, Iceland)| *
Default (>20 since 1999) | * |
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7. Adopt a more Accommodating
Macroeconomic Framework

Fiscal policy

Projected Budget Deficits and Alternative Adjustment Path, 2007-16 (% of GDP)
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Monetary policy

Purported Safe Inflation Thresholds

for Developing Countries

Inflation
Source Author(s) Threshold (%)
Fischer (1993) 15-30
Bruno (1995} 20
Barro (1996) 10-20
Bruno and Easterly (1998) 40
Gylfason and Herbertsson (2001) 10-20
Rousseau and Watchel (2002) 13-25
Burdekin et al. (2004) 3
Academic oy on et al. (2004) 10
Papers . .
Sepehri and Moshiri (2004) 5-15
Pollin and Zhu (2006) 14-16
Li (2006) 14
Vaona and Schiavo (2007) 12
US GAO (2009) 5-12
Bick (2010) 12
Kremer et al. (2011) 17
Sarel (1996) 8
Ghosh and Phillips (1998} >5
Kochar and Coorey (1999) 5
IMF Khan and Senhadji (2001} 11-12
Papers .
Selassie et al. (2006) 5
Espinoza et al. (2010) 10
Blanchard et al. (2010} 4

Countries with Inflation Rates <4%,

2012 forecasts
Country Inflation
Rate
St. Vincent and Grenadines® 1.4
Liberia™® 1.6
Dominica* 1.9
Djibouti 1.9
Burkina Faso* 2.0
Guinea-Bissau® 2.0
Macedonia, FYR 2.0
Montenegro 2.0
Niger®* 2.0
Latvia 2.3
Mali* 2.3
Peru 2.4
Armenia - 3.3
China 3.3
Comoros 3.3
Belize 3.3
Gabon* 3.4
Albania 3.5
Panama 3.5
Myanmar 3.7
Tunisia 4.0




Section V.
The Takeaway



Many people have been hurt three times:
1. They were left behind in the run-up to the crisis
2. They were severely hit by the initial impacts of the crisis

3. They continue to suffer from high food prices, fewer and lower
quality job opportunities, and reduced public support

Return to “normal” (pre-crisis) is not the solution; many

were denied a decent living

The crisis is being used as an opportunity to cut back the
state, even though the lesson of prior crises is the need
for a stronger and smarter state (not weaker)

Social protection is an essential strategy for socio-
economic recovery and the foundation of a smart state

The resources are available; need global consensus and
national will



Thank You!
A Recovery for All

Rethinking Socio-Economic Policies
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