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Abstract

This paper explores the social protection response to the COVID-19 pandemic in Armenia,
Azerbaijan, Georgia, Moldova and Ukraine to learn lessons on how to build the resilience of
their social protection system. These countries made substantial efforts to address the most
serious consequences of the pandemic, pragmatically harnessing existing programs to reach
vulnerable groups, while also introducing innovations to fill gaps in the existing social
protection system. Rigidities in administrative systems, complex eligibility criteria, as well as
weaknesses in information systems, limited governments’ ability to quickly identify and reach
those households that were most vulnerable to the impact of the pandemic with adequate
support. These challenges strengthen the case for investment in crisis preparedness — most
immediately by improving the functioning of social protection systems and setting out the
design features and delivery systems to support a response to future covariate shocks.

JEL Codes: H53, H55, H84, 13, 012, 052, 057
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Introduction

Social protection programs have played a central role in the response to the COVID-19
pandemic. Across the globe, countries harnessed social protection systems to provide much-
needed financial support to households as they contended with job and income losses arising
from public-health mandated lockdowns, a slowdown in global economic growth, and
restrictions on travel. In many countries, the provision of social protection support to
households was central to the overall strategy of ensuring that people stayed home to
mitigate the spread of COVID-19 (New York Times 2020; Aminjonov and Bernard 2021). Social
protection systems were also used to direct extraordinary support to households that were
particularly affected by the pandemic, such as older people who faced enhanced risk of
infection and thus needed basic services to be brought to their homes, or children whose
schooling was switched from in-person to remote, with a commensurate increase in the time
burden on families, often mothers.

This paper explores the response to the COVID-19 pandemic and the associated economic
impacts through the social protection systems in Eastern Europe and the South Caucasus:
Armenia, Azerbaijan, Georgia, Moldova and Ukraine (henceforward “the study countries”).
By looking at the social protection systems before the COVID-19 pandemic and considering
what countries did in response to this large-scale crisis, we aim to glean lessons on how to
improve the preparation of these systems for future crises. The paper is based on background
papers from local experts, focus group discussions with social protection program recipients
and social workers, a quantitative survey in one country, and some additional data and
analysis (on expenditure data and simulations). We also draw on four case studies of the
pandemic experience of upper-middle- and high-income countries Australia, Chile, Mexico
and the United Kingdom, as well as regional and global reviews of the social protection
response to the COVID-19 pandemic.

Overall, the COVID-19 pandemic was a wakeup call for the study countries — as it was more
broadly across the globe — on the urgent need to prepare for future shocks and disasters. The
pandemic induced a massive economic shock that affected a large share of the global
population. Despite the historical impact of influenza (such as the Spanish flu) and recent
occurrences of other serious outbreaks of disease (including severe acute respiratory
syndrome — SARS — and Ebola), countries all over the world were generally unprepared for
the economic consequences of widespread illnesses that could only be contained, at least
initially, by shutting down a major share of economic activity. The consequences for trade,
output and government finances have underlined the vulnerability to disruptions of today’s
technologically advanced, integrated global economy. Importantly, the COVID-19 pandemic



can be seen as one in a sequence of large-scale shocks, both global (such as the 2008 global
financial crisis) and more localized. As seen in Box 1, the study countries are exposed to a
range of natural disasters, which it is anticipated will become more frequent and severe with
climate change. It reinforces the pressing need to prepare for future crises affecting large
segments of national populations, alongside more localized shocks. This pressing need is
vividly illustrated by the fact that even as economies and households recover from the COVID-
19 pandemic, the global economy is already facing the fall-out from Russia’s invasion of
Ukraine. This conflict is not only affecting Ukraine; it is being felt regionally and globally
because of disruption to supply chains, and its inflationary effect on food and energy prices,
as well as the major refugee crisis overwhelming neighboring countries.

Countries in Eastern Europe and the South Caucasus regularly face the impact of a
variety of natural disasters. Between 1990 and 2022, The countries experienced diverse
natural disasters that affected more than 9.7 million people, causing economic damages
in excess of USS 7.7 billion. Table 1 shows some of the most notable natural disasters in
the countries, and their damages:




In Armenia, Azerbaijan and Georgia, floods tend to be the most common natural
disasters, while earthquakes have historically been the most serious. Since 1990, 29
floods, most of them in Georgia, have affected more than 20 million individuals.
Earthquakes, however, have been the costliest form of natural disasters, causing
damages in excess of S600 million since 1990. In 1988, the Armenian earthquake alone
cost the lives of 25,000 Armenians. While Ukraine and Moldova are less affected by
earthquakes, they are equally vulnerable to floods.

Climate change is expected to lead to more severe, intense and frequent weather-
related disasters, with important implications for the countries. Azerbaijan is a flood-
prone area. In Georgia, the largest natural disaster occurred in 2015, when heavy rains
triggered landslides. In Ukraine, droughts now occur, on average, once every three
years. More than $2.6 billion in total damages has been caused by floods in Ukraine and
Moldova and almost 2.5 million people have been affected. During the summer months,

Ukraine was recently impacted by large wildfires, while Moldova has historically
struggled with droughts, such as in 2000, 2007 and 2012. In the winter months, extreme
temperatures regularly lead to deaths. Since 2000, more than 1,100 people lost their
lives to extreme cold.

Source: Guha-Sapir et al. 2022; World Bank 2009; USAID 2016.

The growing frequency and severity of shocks highlights the importance of strengthening the
resilience of social protection systems. A growing body of evidence shows that the poor are
most affected by disasters, as long-lasting impacts undermine gains in human capital and
poverty reduction (Hallegatte et al. 2017). In Europe and Central Asia (ECA) for instance,
including the study countries, emerging evidence suggests that socio-economic status can
determine how households cope with and recover from shocks, revealing a need for
innovative policy responses, such as scalable or adaptive social protection (World Bank
2021b). Simulations of the distributional impacts of natural disasters show the detrimental
impact on households with lower consumption levels. Around the world, countries are
increasingly turning to their social protection systems to protect poor households and those
vulnerable to falling into poverty from the negative effects of large-scale shocks (See, for
example, Bowen et al. (2020)). Social protection has proven to be an effective means of
providing direct support to poor and vulnerable households to help ensure their basic
consumption and promote their human capital (World Bank 2018; Bastagli and Lowe 2021;
Gentilini, Almenfi, and Dale 2022). Increasingly, these programs are being used to protect
poor and vulnerable households from sudden losses of income and the rising costs of
essential goods and services in the aftermath of crises, thereby helping them to withstand,
manage and recover from shocks (Bowen et al. 2020). In many countries — particularly in



Africa and increasingly in South Asia and Latin America — social protection programs are
becoming a pillar of the response to disasters and climate change (World Bank 2020e, 2022h).

The response to the COVID-19 pandemic revealed shortcomings in the ability of social
protection systems in the study countries to respond flexibly to shocks. The countries did
make substantial efforts to address the most serious consequences of the pandemic,
pragmatically harnessing existing programs to reach vulnerable groups, while also
introducing innovations to fill gaps in the existing social protection system. However, rigidities
in administrative systems, complex eligibility criteria, as well as weaknesses in information
systems, limited governments’ ability to quickly identify and reach those households that
were most vulnerable to the impact of the pandemic with adequate support.! These
challenges strengthen the case for investment in crisis preparedness — most immediately by
improving the functioning of social protection systems and setting out the design features,
delivery systems, information sources and institutional arrangements to support a response
to future covariate shocks, be these climate-related events, earthquakes or pandemics.

The experience of the study countries during the pandemic provides valuable lessons for
preparing for future shocks and building the resilience of the social protection system. All the
countries initiated emergency programs to reach those who lost incomes during the
pandemic and many directed resources to groups who were particularly affected or
vulnerable, such as older people and children. These responses involved — depending on the
country —increasing the value of social assistance benefits; easing eligibility requirements to
enter or remain in social assistance; extending assistance to new categories of beneficiaries;
channeling public funds to the unemployed; subsidizing wages to retain jobs; and increasing
benefits under social insurance programs, specifically pensions. Despite the magnitude of the
response, in all countries groups were left uncovered, with the assistance funded through
emergency social protection programs often being too little and arriving late. Reflecting on
which populations were reached, the modifications to program design and the effectiveness
of the delivery system offer important insights as countries prepare for the next crisis.

Setting the stage: boosting resilience through shock-responsive social
protection

Social protection systems are designed to directly reduce poverty, while providing insurance
against risks and promoting opportunities throughout the life cycle. By design, social
protection systems help individuals and societies manage risks and volatility, protect against
poverty and destitution, and facilitate access to economic opportunities. A range of

Lt is likely that available budgetary resources also limited the scale of the response. However, this is beyond
the scope of this paper.



instruments across social assistance, social insurance, social care services and labor programs
achieve these objectives, with some instruments contributing to more than one goal (see Box
2)(World Bank 2022c; Gentilini et al. 2012). Rooted in a robust and growing evidence base on
the effectiveness of social protection programs for individuals, communities and societies
(Bastagli et al. 2016; World Bank 2018; Moffitt 2014), countries across the globe have
established and are expanding the coverage of social protection programs, including in the
study countries (World Bank 2022e, 2022f, 2022g).

Social protection systems rest on four main pillars: social assistance, social care services,
social insurance, and employment/labor market programs, which help families and
individuals build resilience against events and shocks across the life cycle and build
human capital.? Social assistance is intended to protect people from falling into poverty
and provide support at certain points in the life cycle or in response to particular
vulnerabilities. It encompasses non-contributory (government-funded) programs,
including non-contributory pensions (often called social pensions), and family and child
cash benefits. Social care services support individuals and their families to improve their
living conditions throughout the life cycle. Social insurance is intended to smooth
income across the life cycle and protect people from shocks; it typically comprises
benefits based on the length and level of individual contributions (old-age, disability and
survivors’ pensions). Finally, employment and labor market programs are intended to
improve the functioning of the labor market (through employment services), enhance
labor supply (through training) and increase demand for labor (through subsidies or
public works); the programs also seek to smooth income during unemployment (through
unemployment insurance) or protect employment in the context of childbirth (through
parental benefits).

The COVID-19 pandemic threw into stark relief how rigidities within social protection systems
can undermine these objectives — leaving many poor and vulnerable households exposed to
shocks. Globally, despite decades of progress, social assistance programs often reach only a
fraction of the people in the poorest quintile, though coverage rates tend to be higher in
higher-income countries (World Bank 2022b). This limited coverage among the poorest
leaves them vulnerable to covariate shocks, particularly when access to savings and insurance
is low. Even as coverage increases, design features can cement the boundaries of these
programs. These design choices may be driven by limited budgetary allocations, which
prevent programs from expanding coverage to include additional beneficiaries or weaknesses
in front-line implementation arrangements.3 These rigidities also reflect limited information

2 Health insurance is not considered here, although it forms part of social insurance mechanisms.
3 For a discuss of such rigidities with respect to targeting, see: (World Bank 2022a)



about which households require support when a shock occurs, which can happen when early
warning systems are incomplete or underutilized, and not integrated with or linked to social
assistance databases (World Bank 2022a, 2022c). Together, these factors prevent programs
from reaching households in need of support before, during or after a shock. These
weaknesses in coverage, design and delivery increasingly appear to hold true for other types
of social protection programs, such as unemployment insurance or active labor market
programs. Across programs, low coverage, rigid delivery systems and limited information lead
to a “missed middle”. This missed middle are those individuals in a country who tend to be
workers without standard employment contracts, such as non-formal workers and
increasingly gig economy workers, who are slightly better off than the poorest households
but are neither covered by social assistance targeting the poor nor by social insurance
schemes that are based on the existence of formalized employer-employee relationships and
require regular monthly contributions. In the case of employment- or health-related shocks,
this missed middle is often not protected by established social protection instruments
(Guven, Jain, and Joubert 2021).

In response, there is a growing focus on boosting resilience by strengthening the ability of
social protection systems to respond to covariate shocks. This approach, called adaptive
social protection (ASP) is an agenda within the broader field of social protection that focuses
on preparing social protection programs and systems to better respond to covariate shocks,
with the aim of building the resilience of poor and vulnerable households — before, during
and after a shock. According to the World Bank, “adaptive social protection helps to build the
resilience of poor and vulnerable households by investing in their capacity to prepare for,
cope with, and adapt to shocks: protecting their wellbeing and ensuring that they do not fall
into poverty or become trapped in poverty as a result of the impacts” (Bowen et al. 2020).
While the risk profile of each country —as well as the contours of the existing social protection
system — will determine the exact form ASP will take, investments are often concentrated in
four key areas or building blocks (Figure 1): (1) design and governance; (2) delivery; (3) data
and information; and (4) financing. Each of these four areas may be further separated into
foundational and adaptive investments. Foundational investments are investments in social
protection, disaster risk management or governance institutions that are not made with the
express purpose of responding to shocks through the social protection system, but provide
the context within which ASP can develop. These may range from a targeting system for a
social assistance program that aims to reach the chronically poor, to a country’s early warning
system, to a national ID system or the presence of local government offices across the
country. These are then complemented by adaptive investments, which are conceived of and
put into place with the express purpose of responding to covariate shocks through the social
protection system (Bowen et al. 2020).



Figure 1: Four pillars of effective shock and crises responses
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Performing of regular drills and contingency planning exercises

Source: Rigolini et al. 2023, adapted from Bowen et al. 2020.

This paper focuses on the design and delivery of social protection programs that enabled or
hindered the response to the COVID-19 pandemic, in order to identify lessons for preparing
for future shocks in the countries in Eastern Europe and the South Caucasus. To this end, in
addition to the framework introduced in the synthesis paper (Figure 1), we also draw on a
framework for shock-responsive social protection that sets out five ways in which social
protection programs may be used to respond to large scale shocks: (i) design tweaks: small
modifications to routine social protection programs; (ii) vertical expansion: temporary
modification of program design to increase the value or duration of the benefit provided to
existing beneficiaries; (iii) horizontal expansion: temporary modification of program design to
expand the program to new beneficiaries; (iv) piggybacking: launching a new program in
response to the crises using part of an existing social protection program, such as a national
database or program staff;* and (v) alignment: when a new initiative is designed to resemble
programs already in place, such as objectives, targeting method, or payment systems.> Figure
2 illustrates vertical and horizontal expansions.

4 Importantly, in the shock-responsive social protection framework, piggybacking is when an emergency
program — funded and most often delivered by humanitarian actors — uses the systems of a national program.
In this chapter, we define “piggybacking”, as a government directing a new, temporary benefit with a specific
objective for the beneficiaries of an existing program.

> Again, in the shock-responsive framework, “alignment” generally applies to a situation in which a
humanitarian program is delivered alongside an existing national program, in a manner that mirrors the
national program in terms of objective, targeting populations, and benefit types and amounts. As a result, this
aspect of the framework does not feature in the discussion below.



Figure 2: Modifications to social protection programs
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“Adaptive” modifications to programs — those that build the resilience of the social protection
system — are often conditioned by existing delivery systems, as is the effectiveness of
programs for achieving their objectives. As discussed above, the form ASP takes in a country
is shaped by its social protection system, in terms of the existing programs, their objectives,
coverage and design parameters, but also the delivery systems that they rely on. That is, the
foundational investments. Drawing on the framework for delivery chains, which is set out in
the Sourcebook on the Foundations of Social Protection Delivery Systems (Lindert et al. 2020),
social protection delivery systems are the “operating environment for implementing social
protection benefits and services.” As detailed in Figure 3, this framework is built around the
core steps in the delivery chain. People (applicants and beneficiaries) and institutions (service
providers, local governments, and central ministries) interact along the delivery chain, in
ways that are enabled by communications, information systems, technology and other
factors. As has been discussed extensively elsewhere, weak implementation — that is, poor
quality delivery systems at any point in the delivery chain — can lead to reduced impact, errors
of inclusion or exclusion, and leakage (Lindert et al. 2020). These weaknesses can also
negatively affect applicants or potential beneficiaries, by increasing the financial and
opportunity costs of applying, or exposure to harassment or fraud. When a crisis occurs, not
only can the systems themselves be affected (for example if communication systems fail or
roads are impassable), but their design and execution can also determine how quickly and
effectively they can be deployed to identify and reach additional people negatively affected
by the shocks (Smith and Bowen 2020).



Figure 3: The social protection delivery chain
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This focus on program design and delivery is extended across social protection instruments,
in recognition of the level of maturity of the foundational systems in the study countries.
While adaptive social protection is framed around the social protection system’s
responsiveness to shocks, its application has, by and large, been limited to a focus on social
assistance.® In contrast, the response to the COVID-19 pandemic among the countries has
been through all the pillars of the social protection system, as countries harnessed a range of
programs to meet the needs of diverse population groups. In recognition of this, the sections
that follow apply the framework for the shock-responsive social protection system to
selected programs across the pillars of social assistance, social insurance and labor.

The rest of the paper is structured as follows: the first section describes the foundational
social protection systems in the study countries before the COVID-19 pandemic. This includes
the broad parameters of the social protection system, including overall levels of financing,
coverage and mix of programs. We then briefly discuss the COVID-19 pandemic and its effects
across the study countries in the early months of the pandemic, before considering the initial
phase of the pandemic response through social protection systems, and specifically the
emergency social protection programs that each country adopted to finance additional
measures through social protection systems, in terms of level of financing, range of programs
used, and populations reached. The next section reviews program design features across
social assistance and labor programs within the foundational social protection system and
the emergency program. This is followed by consideration of the delivery systems, focusing
specifically on poverty-targeted social assistance (called Last Resort Income Support

6 See Bowen et al. 2015 or Oxford Policy Management 2015. This reflects the roots of adaptive social
protection within certain low-income countries.



Programs). The final section concludes by returning to the framework set out in Figure 1 to
draw out lessons under each of the pillars for how to strengthen the ability of the system to
respond to future shocks, with the aim of boosting the resilience of households.

A brief review of foundational social protection programs

While the study countries all have established social protection systems, the mix of programs
differs greatly, driven by varying levels of spending across pillars of the system. According to
the definition of social protection set out Box 2, the study countries had established social
protection systems, with varying levels of spending before the pandemic (Figure 4). As
described in Box 3, these countries also had disaster risk management (DRM) systems in
place; these are not considered in this chapter given its focus on the response to the COVID-
19 pandemic, despite their contribution to ASP. Before COVID-19, social protection spending
was largely dominated by spending on social insurance, with all the countries, except Georgia,
spending more on social insurance than on social assistance.” Among countries with social
insurance spending, this ranged from 3.5 percent in Armenia to 10.7 percent of GDP in
Ukraine, and tended to largely comprise spending on old-age pensions. In contrast, spending
on social assistance tended to be lower than social insurance, although levels varied across
countries. The average country in Europe and Central Asia (ECA) spent 1.8 percent of GDP on
social assistance, with two study countries — Georgia and Ukraine — topping the list, spending
the equivalent of 5.7 percent and 4.7 percent of GDP, respectively. Spending on social care
services and labor programs across ECA countries is very low. Table 2 describes the main
programs comprising the social protection systems in each country.

7 In Georgia, relatively low spending levels on social protection are mainly driven by modest spending on
pensions relative to other countries, while social assistance spending is in line with ECA averages, as discussed
further in the paragraph below. The pension system relies in particular on a social pension which, as it is non-
contributory, is counted as social assistance. A contributory pension was rolled out in 2019; however its impact
will likely only be seen in future decades.
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Figure 4: Social protection spending (% of GDP), countries in ECA, most recent year
available
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Table 2: Summary description of main social protection schemes in the study countries

Social protection Azerbaijan ~ Georgia o]
category Description Description Description Description Description
The Family Living Standards The Guaranteed Minimum
Enhancement Benefits (FLSEB) The Ajutor Social provides a Income (GMI) is the main
provide three cash benefits: i) Targeted Social Assistance guaranteed minimum income program to support a minimum
Family Benefit (FB) is provided Targeted Social Assistance (TSA) (TSA) is the main poverty- to households below a set level of income. It is
to families with children aged 0- is agmonthly allowance targeted targeted program. The income and proxy means test implemented as a cash payment
18 registered in the FB system t0 low-income households government reformed TSA to score. The benefit amount is to households, and the benefit is
and assigned a vulnerability defined by those whose av’era o make the eligibility criteria the difference between the equal to the difference between
score above the threshold (57% formal mglnthl income is belogw more stringent and objective, guaranteed minimum income the guaranteed level of
of MW); ii) Social Benefit (SB) is Y introduced a scheme of and the actual household subsistence minimum (21% of
. - s the total requirement for each . ¥ . ; . S
Last-resort provided to families with no differentiated levels of benefits income. The current threshold the subsistence minimum for the
social children aged 0-18 registered in 0.51% gfnfj:fgi ;noecirgIb:sréiZth:nce is 0.11% for the TSA, and introduced a 0.56% is at about half the subsistence 0.45% able-bodied, 85% for children 0.40%
. the FB system and assigned a ) then determined as the Bl Child Benefit Program, 0% minimum. Jobless individuals in . and 100% for disabled) and the .
assistance vulnerability score above a difference between the average applicable for children aged 15 the household must be household’s income. For
defined threshold 32.7% of monthly income of the 8 or less, and delivered alongside registered as unemployed with individuals of working age
SA MW) and iii) Quarterly househzld and the sum of the TSA transfers. Eligibility is some exceptions. Households without disabilities and not
emergency assistance targets requirements for each member, designed for households that must apply for the benefit and caring for anyone, an assumed
persons/families registered in an% is paid every month to a ’ are predicted to live on less re-certify every 12 months. income is imputed to account for
the system and assigned a desi nzted banrlzaccount than 65% of the subsistence Households with no members informal income. The benefit is
vulnerability score below the g . minimum is targeted using a of working age capable of work also topped up for families with
threshold, and finding proxy-means test. are granted the benefit for 24 children. The maximum benefit is
themselves in an emergency months. set at 75% of the subsistence
situation (32.7% of MW). minimum for the family.
Other social assistance largely
Other social assistance Other social assistance consists of a universal old-age . . . . .
Oth ial programs include, among programs include disability pension, which provides Other soclal assistance Most soclal assistance spending
er socia / , i isabili i i
. others, a disability benefit, a o benefits, war-veteran benefits, relatively small benefits, programs |nc|9de a d|sap|l|ty o Is absorbed by two gatego_r_lcal o
assistance e N 0.58% N . 0.39% 5.16% benefit, war-time benefits, as 0.57% programs, the Housing Utility 3.74%
child-birth lump sum benefit, a family and child allowance, currently equal to 17% of the . 4 .
programs " " N . N N well as birth grants and child Subsidy (HUS) and the
childcare benefit and a social presidential pensions as well as average wage, for all women y h S
N " benefits for uninsured persons. untargeted childbirth grant.
pension. small supplementary benefits. over the age of 60 and men
over the age of 65.
The largest proportion of . .
pensions is paid out through Threg types of contrllbutory In 20.19’ a new contributory The elderly are well covered Following a 2017 reform of its
the regular old-age pension, gz:z:gzs:irseagiflﬁx)de'nc;lig-:gid %i?;lcﬁ?c;zhfeorp?o\:l:\; and self- with pension benefits, even pension system, pensions are
followed by a general disability S . though the benefits are estimated to be sustained at
Pensions pension. The pension system is 3.56% S\Ingwors pension. C;:)vgralge of 4.23% gmplqged workers.. il 0% relatively low. Recent cuts to 5.95% close to 27% of the average 10.15%
supplemented by a survivors’ old-age pension is relatively ontributory pensions are sti the social security contribution wage. Significant transfers are
ension, an occupational inju low, but reforms in recent years at their onset and will show rate will likely lead to required to cover the deficit of
Sl pension, P ury have improved the adequacy of their impact in at least one or o v 'e a
pension and pensions for payments two decades significant deficits. the fund.
service personnel. i §
Contributor . Contributory paid maternity
parental ¥ Paid maternity and sick leave A contributory maternity gﬁ::ir:;y{)}heaic(ium:tlzgr\vi? and leave is 100% of average monthly
b fi d are available. Paid paternity 0.20% benefit provides women with <0.1% N/A 0% arental Iea’\J/e available Y 0.86% income, available for 126 0.20%
enefits an leave was introduced in 2020. 126 days of leave. p calendar days paid for by the
sick leave exceeds three years. State Social Security Fund.
. Most expenditure goes toward : : ALMPs are not provided at X .
Active Labor ™ > ALMPs include vocational - Most of the small ALMP financial
Market w:)g\ﬁs?g:stflse\f’ tl::tnil:\‘ﬁiaa:i(:] . training, self-employment laars:cscaslgéxh(:sleaslf:;;igl; ALMPs are not provided at resources are allocated to
P! pp 8 <0.1% programs, and employment <0.1% gency, SEoA, <0.1% P <0.1% vocational training and employer <0.1%
Programs livestock breeding. Only 3% of “ces deli dth hth 2020, is at its early stages of large scale. tion (USC), foll d b
registered jobseekers benefit ;erwcgs Tlvere Srou!g S:S development and coverage of cor;\lpens(aj ion ( ), fol o;:ve v
(ALMPS) from ALMPs. tate Employment Service (SES). services is limited. public and temporary works.
L Unemployment insurance was . : Unemployment benefits can be
M introduced in 2018. Individuals tlrr:gzlc;gi\:azlilisnx:::co:;nsbtitridf;? paid out to anyone registered as
The contributo are eligible if they have paid 2 minimum of 12 mor?ths are unemployed. A so-called partial
Unemployment v insurance for at least 3 years o There is no contributory L unemployment benefit pays
Y unemployment benefit was 0% N P " <0.1% 0% eligible for benefits between <0.1% 3 0.23%
benefits boli h prior to the termination of their unemployment benefit. o h N parts of wages if employees are
abolished in 2013. 40% and 50% of their previous A
employment contract and are A forced to reduce working time
T ) average income, capped at the h
registered with the SES as average monthly sala due to the suspension
unemployed 8 Y V- (reduction) of production.

Most recent total spendi

Source: World Bank Social Protection Background Notes. Note: Exp. Shows expenditure as % of GDP, are simulated for Azerbaijan and do not include social

services, unlike in Figure 4. SA = Social Assistance, Sl = Social Insurance, LM = Labor Market Programs, MW = Minimum Wage
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Adaptive social protection is inherently multi-sectoral, drawing together the policies,
programs and systems that underpin the social protection and DRM sectors, in
addition to broader investments in governance, foundational ID systems and other
areas. In this paper, we focus exclusively on social protection systems. And yet, any
move towards adaptive social protection in the study countries will require
complementary investments in the DRM sector that may be foundational, with the
aim of ensuring the basic functionality of the DRM system, or adaptive: that is, made
with the explicit objective of establishing an adaptive social protection system.

Recent DRM and climate resilience analysis and adaptive social protection country case
studies suggest that the various DRM systems were primarily geared towards climate
and natural disasters, rather than infectious diseases. Furthermore, very little attention
was paid to the potential role of the social protection sector (except in Ukraine), and
therefore there was not enough planning for how the social protection sector could be
integrated into any disaster response. The study countries were not unique in this
regard. According to the 2019 Global Assessment Report on Disaster Risk Reduction,
most of the DRM systems around the world had a “traditional” set up before the
pandemic. This traditional set up can be characterized as (i) being narrowly focused on
climate and natural disasters, leaving aside other types of covariate shocks (including
infectious diseases); (ii) on paper having an integrated approach to DRM, but in practice
being geared towards emergency preparedness and response and with minimum
provisions for disaster prevention and long-term resilience; (iii) suffering from limited
integration and articulation mechanisms with other sectors (such as health and social
protection); (iv) being heavily centralized with limited devolution of decision-making
capacities and funds to local governments; and (v) being poorly funded with limited use
of disaster risk financial instruments. Against this backdrop, improving the resilience of
social protection delivery systems will necessitate investments to modernize the DRM

systems as well.

Social insurance is characterized by broad pension coverage and high social security
contributions, with limited access to other contributory-based programs. Old-age pensions
and disability pensions together cover more than 40 percent of the entire population in all
the countries, except for Georgia, where a universal publicly financed pension provides
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support in old age.® Given high levels of informality, historically low statutory retirement
ages, emigration and demographic characteristics, support ratios for old-age pensions have
been low (Huitfeldt 2020). Until reforms in recent years, this meant that high social security
contributions were needed to finance the broad coverage of pensions. All countries had weak
links between the level of contributions and the size of pension benefits, which in turn acted
as a disincentive to formalization (Figure 5)(Huitfeldt 2020). Other programs that tend to be
contribution-based, such as parental leave or sick leave, are either non-existent or have very
low coverage, with few exceptions such as Ukraine’s unemployment benefit and Moldova’s
maternity leave.

Figure 5: Employment by professional status, Figure 6: Coverage of social protection and
15+ years social assistance, total and poorest quintile (Q1)
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Source: Eurostat 2022. Note: In Armenia for persons  Source: Social Protection Evaluation and Expenditures

aged 15 — 75 years. Database (SPEED) (2022). Note: Coverage is defined as
the number of individuals in the group who live in a
household where at least one member receives the
transfer divided by the number of individuals in the
group.

In contrast, coverage of social assistance varies greatly, reflecting a wide mix of programs and
levels of funding. Coverage of social assistance ranges from a high of 71 percent of the
population in Ukraine to a low of 22 percent in Armenia, based on the most recently available
data, as seen in Figure 6. In all countries, less than half of social assistance expenditure is
channeled to programs targeting the poor. While all countries have poverty-targeted
programs, including last-resort income support programs, most spending tends to be
allocated to programs that are categorically targeted, such as disability benefits, birth grants

8 That is, a social pension.
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or social pensions, and to utility subsidies. Georgia, for example, has the second highest social
assistance coverage study countries at 65 percent through its universal social pension, on
which almost two-thirds of its social assistance budget is spent. In Ukraine, two-thirds of
social assistance spending in 2017 went to two categorical programs: the Housing and Utility
Subsidy (HUS) and an untargeted Birth Grant, which directly benefited an estimated 50
percent and 4 percent of the population, respectively. Similarly, in Azerbaijan and Moldova
categorical programs, such as war-veteran benefits or birth grants, account for high shares of
social assistance spending, which are, however, small in absolute terms relative to those in
Ukraine and Georgia (World Bank 2022i).

Spending on poverty-targeted social assistance programs is low and only covers a marginal
proportion of the poor population. While levels of spending on programs that explicitly target
the poor differ, all the countries spend less than half of their social assistance expenditure on
them. In 2019 Azerbaijan spent the equivalent of 0.11 percent of GDP on its poverty-targeted
program (TSA) and Ukraine — despite spending more than the equivalent of 4 percent of GDP
on social assistance — spent 0.4 percent of GDP on its Guaranteed Minimum Income (GMI).
As seen in Figure 7, coverage of those who are poor is strongly correlated with spending, but
none of the programs cover more than half the population in the poorest quintile.
Nevertheless, coverage of the poorest quintile tends to be higher than in comparable
countries with available data, such as Albania (20 percent), Romania (16.7 percent) or Serbia
(10.2 percent). This relatively higher coverage coupled with low spending leads to low benefit
levels and adequacy, as elaborated on further below.
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Figure 7: Coverage and spending of poverty-targeted programs, total and poorest
quintile (Q1)
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Source: Social Protection Evaluation and Expenditures Database (SPEED) (2022). Note: Coverage is derived
from each country’s Household Budget Survey (HBS) for the year stated. Expenditure is derived from
administrative data and may thus be more up to date than the indicated survey year. The poverty-targeted
programs in the shown countries are: AZE - TSA; UKR - GMI; MIDV - Ajutor Social; GEO - TSA; ARM - FLSEB.

The adequacy of social assistance benefits is uniformly low. Social assistance coverage is
highest in Ukraine (71 percent), but per capita benefits remain very low — equivalent to only
7.4 percent of household consumption. International evidence suggests that low per capita
benefit levels limit the poverty reduction impacts of social assistance (See, for example,
Bastagli et al. 2016). Social assistance benefit levels are higher in the other countries, but only
in Georgia do they equate to more than 50 percent of the average consumption of the
poorest quintile, though the adequacy of the poverty-targeted program TSA is also low
(Figure 8).
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Figure 8: Adequacy of social assistance and poverty-targeted programs for the poorest
quintile
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Source: World Bank 2022i. Note: Latest year available. Adequacy is the mean transfer amount to a group as
a share of the total household consumption aggregate of beneficiaries in that group.

The coverage of labor programs in the study countries is also very low, with unemployment
insurance systems present in only three of the five countries. Active and passive labor market
programs can provide protection to people losing their jobs, or facilitate the transition into
new or more productive jobs. Spending on active labor market programs (ALMPs) is low in all
the countries, and the share of registered jobseekers who participate in ALMPs is equally low.
Only Ukraine provides a large proportion of its registered jobseekers with ALMPs, mostly
vocational training. In Armenia, only 3 percent of registered jobseekers are covered by
ALMPs. Prior to the pandemic, Armenia, Georgia, Moldova, and Ukraine had functional wage
subsidies, though most at very small scale. In addition, both Georgia and Armenia did not
have established unemployment insurance.

The coverage and generosity of benefits, and, ultimately, the flexibility of the social
protection system was the foundation for the response to COVID-19 among the study
countries. When COVID-19 hit, the study countries had well-established social protection
systems, which enjoyed, in some cases, significant funding. However, these were mostly
dominated by contribution-based social insurance programs to secure income in old age,
which tend to be characterized by broad coverage, low adequacy and few contributors. The
coverage of social assistance programs varied greatly across the countries, reflecting the
differing mix of programs, their size, adequacy and objectives. In many instances, these
programs were categorically targeted, with relatively more limited reach to those who were
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poor. These rates of coverage — coupled with continued high rates of informality, as discussed
in the sections below — limited the ability of the systems to provide immediate protection to
poor and vulnerable households badly affected by the COVID-19 pandemic. In addition, the
generally low value of the benefit paid to households through the social assistance systems
left many poor and vulnerable households with little capacity to cope with the direct impact
of the pandemic. These features of the social protection system will shape the response to
future crises and, for this reason, the interaction of these features and the emergency social
protection response to COVID-19 are described in more detail in the sections below.

The crisis and the emergency social protection response

The COVID-19 pandemic affected the national economies and household incomes of the
study countries in several ways. Public health measures (such as lockdowns), combined with
households being urged to reduce social contact, resulted in fewer people working and
significant reductions in demand in certain sectors. Lockdowns in other countries and
restrictions to global travel reduced opportunities for migrant labor and resulting
remittances, and devastated the tourist industry (World Bank 2020a). COVID-19 infections
increased absenteeism both by those who were off sick and by family members in some
countries who were also required to self-isolate. °

As a result, the economic impact of the COVID-19 pandemic crisis was initially severe.1® GDP
fell in all the study countries in the second quarter of 2020, and for the year as a whole it
declined by 4.7 percent on average across the region (Figure 9). Unemployment rates
increased by an average of 1 percentage point. While all countries saw simultaneous
reductions in labor force participation and hours worked, the effects were greater and
lengthier for women than for men (Figure 10). Evidence from other countries suggests that
non-essential and informal sectors were more likely to become unemployed than those in
the formal sector (Viollaz et al. 2022). Similarly, evidence suggests that formal firms in Georgia
were able to return to increased sales and re-hire workers quicker than informal firms
(Hatayama et al. 2021).

9 Working hours in 2020Q2 upper-middle income countries in Europe and Central Asia are estimated to have
reduced by almost 21 percent, with that drop having been almost 3 percentage points higher for women than
for men.

10 This section focuses on the initial effects of the COVID-19 pandemic in 2020, given the focus on the social
protection response in the first part of the pandemic. It does not consider more recent evolutions in economic
growth or poverty reduction.
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Figure 9: Percentage change in GDP Figure 10: Estimated lost working hours in
between second quarter of 2019 and the  upper-middle-income ECA countries due to
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Source: National Statistical Offices and Eurostat Source: ILO 2023. Note: Percentages are relative to
(Indicator: TEINAO11) baseline. The ILO notes that these estimates are

subject to substantial uncertainty. There are 17 upper
middle-income countries in ECA: Albania, Armenia,
Azerbaijan, Bulgaria, Bosnia and Herzegovina,
Belarus, Georgia, Kazakhstan, Moldova, North
Macedonia, Montenegro, Romania, Russian
Federation, Serbia, Turkmenistan, Turkey and Kosovo

Increased return migration and reduced remittances aggravated the negative economic
impact on households. The study countries are a significant source of economic migrants,
who mainly travel to the European Union and Russia for work. For example, one in four
Armenians live abroad, while around 17 percent of the working-age population of Moldova
work abroad (International Labour Organization 2017). As a consequence of the travel
restrictions imposed in response to the COVID-19 pandemic, 50 percent of Armenian
migrants are estimated to have been unable to go to Russia for work (Honorati, Yi, and Choi
2020). In addition, as part of increased return migration and disruptions to the global
economy, remittances fell by an average of 18 percent in the first quarter of 2020 and 16
percent in the second, compared to the 2019 annual average.!

The pandemic increased poverty headcount rates, although data are scarce in some
countries. In Georgia, the proportion of people living on less than US$6.85 PPP per day!?
increased by four percentage points to 58.3 percent of the population. Similar poverty
increases were observed in other countries, with the international poverty rate increasing by
2.4 percentage points in Armenia and national poverty rates increasing by 1.6 percentage

11 According to balance of payments data from national central banks.
12 The international poverty line for upper-middle income countries.
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points in Moldova, respectively (World Bank 2023). Only pre-war Ukraine was estimated to
have seen its trend of declining poverty rates continuing, although this has since been
disrupted by the ongoing conflict.

There is some indication that those falling into poverty because of the pandemic differed
significantly from those who were already poor. In the study countries, as in many developing
countries, rural areas, and the agricultural sector account for a large proportion of
households living under the poverty line. However, most of the households where incomes
fell under the poverty line because of the pandemic were likely in urban areas. Simulations
suggest that the urban share of newly impoverished households as a result of COVID-19 was
64 percent in Azerbaijan, 64 percent in Ukraine (although the urban share of the pre-crisis
poor was only slightly lower) and 70 percent in Georgia.'® Consistent with the predicted
significant impact on urban areas, the limits to mobility and collapse in trade as a result of
the pandemic tended to affect industry and services more than they did agriculture. It is likely
that few of the newly poor received social assistance before the pandemic. The differences
between the newly poor and the existing poor in Moldova are illustrated in Box 4.

In addition to increases in the poverty rate, those already impoverished before COVID-19
likely fell deeper into poverty because of the crisis. The effects of the COVID-19 pandemic
were highly regressive, with lower-income households facing higher welfare shocks as a share
of their consumption. For example, consumption among Georgian households in the lowest
consumption quintile was estimated to have fallen by between 20 percent and 60 percent,
whereas the percentage losses gradually decreased in the upper quintiles (World Bank
2021c). Similarly, the average rate of consumption decline in Azerbaijan among the bottom
20 percent of the population was estimated at over 20 percent, almost twice the mean
estimated percentage change of around 10 percent (World Bank 2020c).

13 These simulations are based on survey data and use various macroeconomic forecasts for economic growth,
labor market outcomes and remittances to estimate a counterfactual scenario, and use microsimulations with
estimated income losses by subsector employment losses, remittance losses and assumed reduction in
agricultural sales to estimate multiple shock scenarios. For more details see World Bank 2021c, 2020c, 2020b.
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Simulations of the effects of the COVID-19 pandemic in Moldova show that employed
individuals comprise a higher proportion of the new poor than the existing poor (82
percent versus 75 percent) and they tended to be concentrated in the services sector
(47 percent), the agriculture sector (34 percent) and the industry sector (18 percent). By
contrast, close to three quarters of the existing poor are concentrated in agriculture.
The concentration of the new poor in the industry and services sector is largely
consistent with these sectors experiencing the greater declines in employment during
the crisis (5.2 and 4.7 percentage points, respectively). Close to a third of the new poor
are concentrated in the agriculture sector. However, this concentration may also be due
to the confounding effects of the drought that coincided with the harvesting season in
quarter three of 2020.

The new poor are also more likely to be employees (69 percent) and less likely to be self-
employed (30 percent) than the existing poor, who are more likely to be self-employed
(62 percent) and less likely to be employees (35 percent). The difference in employment

types between the new and existing poor largely stems from the tendency for self-
employment in agriculture, while work in industries and services is mostly employment-
based.

Close to 20 percent of the new poor were concentrated in the Chisinau region,
compared with less than 3 percent of the preexisting poor. The difference in the
geographic concentration of the new and existing poor in the capital region stems from
geographic segregation of industries, whereby 35 percent of industrial jobs and 43
percent of service sector jobs are concentrated in Chisinau region.

Countries quickly adopted emergency programs that channeled support through the full
range of social protection programs

All countries launched dedicated social protection responses shortly after the pandemic hit,
although these were relatively modest. By March 2020, it was evident that the COVID-19
pandemic would depress household incomes due to the drop in global demand, supply
interruptions, and restrictions on mobility required to limit the spread of the virus. Measures
authorizing emergency spending were passed in Armenia (March 26), Azerbaijan (April 4),
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Georgia (May 4),'* Moldova (March 13) and Ukraine (March 12). In most of the countries,
assistance was provided to firms and individuals shortly after these authorizations were
adopted. While this emergency financing was authorized quickly, in general, the amount
allocated to social protection was modest (see Figure 11 below) when compared with routine
social protection spending (see Figure 4 above)(World Bank 2020b, 2020g). Most countries
financed these emergency packages through budgetary reallocations and increased public
debt, partly generated through the issuance of large bonds or increased financing from
international financial institutions.'> Only Azerbaijan was largely able to finance its fiscal
packages by drawing down assets from its State Oil Fund in addition to reallocating spending.
Public central government debt as a share of GDP increased by almost 10 percentage points
or more between 2019 and 2021 in all the countries except for Azerbaijan (IMF 2020, 2021a,
2021b, 2021c, 2022a, 2022b).

Figure 11: Additional financing allocated in 2020 to emergency social protection

response
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Sources: Gentilini, Almenfi, and Dale 2022, IMF 2022, IMF Policy Tracker, Background Notes and Annual
Report of the Ministry of Finance Azerbaijan. Note: Spending includes 2020 spending on social insurance,
social assistance, labor market programs or social services as part of emergency measures enacted by
governments in response to the COVID-19 pandemic as a proportion of 2020 GDP. Funding from the regular
government budgets also contributed to the COVID-19 response in some cases;, however, reallocation of
existing spending is not considered here. Moldova’s expenditure is an estimate based on IMF’s definition of
social protection spending, which may not align with the other spending data.

14 0n March 23, the government implemented a decree simplifying administration and disbursement of
transfers under the Targeted Social Assistance Program.

15 These emergency packages tended to encompass spending not just on social protection but on multiple
sectors, such as health, education, and other areas.
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Countries responded through social assistance, social insurance, and labor programs;
however, irrespective of the instrument, the additional support tended to be short-term.
Social protection responses included expanding existing programs vertically and horizontally,
design tweaks, and “piggybacking” the introduction of new programs on existing systems.
More specifically, higher payments were made to beneficiaries of existing programs (vertical
expansion); eligibility criteria were modified (particularly with respect to the requirement to
have paid contributions for unemployment insurance; horizontal expansion); and new
programs were developed and rolled out through existing programs (new payments to
vulnerable groups) or using existing information or delivery systems (payments to
unemployed workers based on tax authority data). Instruments included social assistance
(payments to the poor and vulnerable, child allowances, food assistance, and payments to
cover expenses such as utilities and tuition), social insurance!® (pensions and contributory
leave), labor market programs (unemployment benefits, wage subsidies or other ALMPs), fuel
subsidies and social care services. Annex 1 provides an overview of the response in each
country in 2020. However, this initial response to the COVID-19 pandemic was largely time-
bound, and only lasted for the opening months of the pandemic.’

The allocation of emergency spending across pillars of the social protection system differed
significantly across countries. Wage subsidies featured importantly in most of the countries,
accounting for almost 60 percent of emergency spending in Armenia, and 17 percent in
Ukraine (Figure 12). This is perhaps unsurprising given the widespread concern about job
losses in the early days and weeks of the pandemic. ¥ Among others, Ukraine allocated a
relatively small proportion of the emergency spending to social assistance, while Georgia
devoted the bulk of emergency spending to this purpose. Payments through the pension
systems were only an important part of the emergency packages in Azerbaijan and Ukraine.
Unemployment benefits varied from 14 percent to 26 percent of emergency spending in
Azerbaijan, Georgia and Ukraine. Figure 12 presents the allocations of emergency spending
across these countries.

16 Although social insurance instruments were used, these were financed or heavily subsidized by additional
government funding.

17 Countries introduced new initiatives or extended initiatives into 2022. These are not considered here in this
note, which focuses on the initial response to the COVID-19 pandemic.

18 For a more detailed look at the use and rationale behind wage subsidies and job retention schemes in
response to COVID-19, see Ando et al. 2022 for a case study of EU countries’ responses.
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Figure 12: Approximate allocations of emergency resources in the study countries
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Sources: Gentilini et al. 2020, IMF Policy Tracker, Background Notes and Annual Report of the Ministry of
Finance of Azerbaijan. Notes: Social assistance includes any direct payment which is not based on the level of
previous social security contributions, including payments to unemployed workers. These are approximations
based on the description given in the emergency packages, and are broad categorizations. In Armenia, figures
are based on actual spending using administrative data. Armenia did provide some assistance to unemployed
workers, but these are grouped with social assistance because they were not based on contributions. Moldova
is excluded due to a lack of disaggregated or detailed data.

These emergency provisions complemented the protection afforded to households through
existing social protection programs. The emergency response to the COVID-19 pandemic was
implemented through or alongside the existing social protection systems in the five countries.
Despite limitations in the coverage or generosity of benefits, all existing beneficiaries of social
protection programs continued to receive support throughout the pandemic to help them
meet their basic needs. As a result, the social protection system mitigated the impact of the
pandemic on households through the combined effect of existing programs and the
emergency measures. In Georgia, for example, the share of households in the bottom quintile
receiving Targeted Social Assistance (TSA) or emergency-related transfers is estimated to
have increased from 39.5 percent in 2018 to 62.6 percent in the last quarter of 2020.%°
Additionally, in some countries, ongoing reforms to social protection systems had additional
effects. For example, the onset of the COVID-19 pandemic in Georgia coincided with the
rolling out of a reform of its social protection schemes. As a result, spending on social

1% World Bank staff calculations.
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protection in Georgia almost doubled to 9 percent of GDP in 2020, while expenditure on the
emergency schemes was equivalent to only 1.8 percent of GDP (World Bank 2022g).

The emergency response prioritized workers, particularly those in the formal sector, and
vulnerable groups

The allocation of spending under the emergency response meant that payments to formal
sector workers — whether employed, unemployed or retired — were predominant in most
countries. That is, most emergency funding was channeled to formal sector firms to retain
employees, workers, including those participating in the unemployment insurance system, or
retirees receiving pensions. In Armenia, for example, most emergency funds were spent on
wage subsidies paid to firms, while in Ukraine just over 60 percent of funds went to pensions
and unemployment benefits. Armenia also allocated a significant amount of its social
assistance response to unemployed workers. Much of this support likely benefited formal
sector workers. In many ways, this allocation of emergency funding mirrors the existing social
protection systems in each of these countries, which are dominated by social insurance
spending. However, important differences also emerge given the focus of foundational social
insurance on providing old-age pensions and the modest size of most labor programs in these
countries, which required the introduction of new programs which piggybacked on existing
systems and significant design tweaks, as discussed in the sections below.

Beyond the focus on workers, all countries channeled resources to support vulnerable
groups, often dwarfing the support to the poor. The elderly featured in the emergency
response, with additional payments being made to pension beneficiaries in Moldova and
Ukraine. Children were prioritized in Armenia, where support for workers who lost their jobs
was conditioned on the presence of children in the households and disbursed in the form of
child benefits and, to a lesser extent, in Moldova, which allocated a relatively larger increase
in social assistance payments to poor households with children. Persons with disabilities
received additional support in Georgia and in Ukraine, where one-time payments were made
to disability beneficiaries. Modifications were also made to residential facilities in several
countries to protect residents from COVID-19, and home-based services were modified, such
as the provision of social care services to elderly persons living alone in Azerbaijan (Box 5).
Support to vulnerable groups often far outweighs the amount allocated to support the
poorest households. In Ukraine, expenditure on one-off grants to those considered newly
vulnerable persons was almost 15 times the size of the increase in spending on GMI.
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Social care services are often provided to vulnerable populations, who may require
tailored support and protection during a crisis. Demand for social care services may also
rise during a crisis, as affected populations require psychosocial support or child
protection services, for example. In some countries, the need for social services, such as
shelter or tailored support for the elderly or children, is recognized in their DRM
strategies or response plans. All the study countries offer social care services, although
the levels of funding are very low, which suggests that the level and range of services
provided is very limited.

Social care services did not feature in the emergency response to the COVID-19
pandemic, although many countries instituted measures to protect people residing in
residential facilities, such as homes for elderly people, and there are a few examples of
more innovative responses. Ukraine and Azerbaijan asked social workers to be equipped
with protective equipment, and distributed food among elderly homes. Armenia
provided lump sum payments to persons providing residential social care services.
Georgia’s Ministry of Labor, Health and Social Affairs provided recommendations on
how to modify provision of social care services for existing beneficiaries to allow for
remote delivery. Additionally, social care services were expanded to include provision
of online services such as therapy classes and psychological assistance, as well as courses

on developing capacity to cope with stress or helping with school assignments.
Furthermore, existing beneficiaries and their families received monthly food stamp
vouchers worth GEL 80 (400 percent of the local statutory monthly minimum wage).

Finally, countries exploited programs within their social protection systems designed to
protect households from economic shocks, such as energy price increases. Programs to
protect vulnerable consumers are common within ECA, where access to energy, and
specifically heating in the winter, is an important basic need. Utility subsidies or targeted
support for vulnerable consumers often feature in social protection systems. These programs,
which are often designed in manner that allows them to expand as prices rise or needs
increase were used to respond to the COVID-19 pandemic. Ukraine simplified the
administrative requirements to enroll in the Housing and Utilities Subsidy (HUS) program,
which is the country’s largest social assistance program and reached close to half the
country’s households in 2017 (6.5 million). The government also temporarily increased HUS
benefits to mitigate the effect of increased utility costs during the lockdown. Armenia
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included subsidies for natural gas and electricity bills (with maximum limits set on the level
of usage) in the emergency measures, and Georgia provided a utility bill discount to cover
payments for up to three months to low consumption households?® for gas, electricity and
other utilities in 2020. More recently, given rising global energy prices arising from the war in
Ukraine, energy subsidies are once again looked toward to protect households, with the
ability to scale them up quickly depending on administrative capacities such as the ability to
identify and verify households, scale up the distribution of payments, and control fraud (For
more information, see World Bank 2022d).

Adapting program design: responding to emerging needs and newly
vulnerable populations

Countries implemented a suite of programs intended to mitigate the impacts of the
pandemic on workers — through design tweaks, program expansion and the launching of
new initiatives

A core focus of the emergency response in all countries was to mitigate the impact of the
COVID-19 pandemic on workers by protecting jobs or providing income support to the
unemployed. This was seen in significant allocations to wage subsidies, ALMPs and
unemployment benefits within the emergency packages, which were complemented by the
natural responses to rising unemployment rates through unemployment insurance systems.
While this support offered protection to many workers, some countries took additional steps
to extend protection to formal workers who were not eligible for unemployment insurance,
employed informally, or returning from abroad. In many cases, this required countries to
adopt innovative approaches to setting the eligibility criteria for unemployment benefits, or
to introduce new programs that creatively drew on available information, most often from
the tax authority. In some cases, social assistance programs were also used to reach
unemployed workers, as detailed in Table 3 below. In the sections that follow, we consider
each of these programs in turn.

20 Households consuming less than 200 kWh of electricity and 200 m? of natural gas per month.
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Table 3: Social protection response by type of worker and their employment status

Job retention

schemes

Formal sector,

Formal sector,

t eligibl
eligible for Ul At

for Ul

Informal sector

Armenia

Azerbaijan

Georgia

Employees in
vulnerable sectors
such as tourism or
hospitality received
one-off transfers
proportionate to their
previous income in
January and February

AMD 68,000 and a
maximum of AMD
136,000. Individual
entrepreneurs
received 10% of
turnover from Q4 but
not more than twice
the minimum wage.

A new program was launched to provide
payments through the Social Security Agency,
with the list of potential beneficiaries provided
by the State Revenue Committee. Potential
2020, of a minimum of

beneficiaries did not have to apply and instead

were provided the benefit based on the date of
dismissal. The assistance provided was equal to
the minimum wage and disbursed through bank
i branches.

Informal workers became

: eligible for child allowances
: targeting families where one
: parent had lost a job, and

: which required both parents
: to not have a registered job.
The assistance was equal to
: AMD 26,5000 per child,

i around 38% of the minimum
i wage.

Rate of contributions
for self-employed
persons in

were reduced. The
salaries of 300,000
employees in affected
areas were partially
covered.

............................... - N
The government introduced a temporary
unemployment allowance in two phases. The
first phase provided benefits to all those
formally employed for any of three consecutive
: months between July and December 2019, or for :
at least one month during the first quarter of
2020, and who were no longer recorded by the
tax authority as receiving salaries. Beneficiaries
were granted GEL 200 per month for up to six
months. The benefit was withdrawn as soon as
the beneficiary found a new formal job and re-
appeared in the tax registry. The second phase
provided the same benefit but to individuals
who had been employed between January to

i November 2020 and no longer received a salary

In April 2020, a wage
subsidy was
introduced for all
retained jobs. Salaries
of up to GEL 1,500
received a tax
exemption of up to
GEL 750 for a six-
month period.

i The obligation to pay

) : interest on unpaid

construction and trade :
: unemployment

. insurance premiums

: was lifted until the

beginning of 2021.

The government

i continued to provide
i benefits to those who
i became ineligible
during the special

¢ assessment of new
: beneficiaries was
: conducted in the

: normal way during the :

: pandemic.

: Dismissed informal
: . ) : workers had to rely on
¢ quarantine period, but : . .

: social assistance

: programs.

: Any natural person

i declaring to be
engaged in economic
i activity in Georgia

and/or who had

: income in the first
quarter of 2020 who
registered and applied
: for compensation at
SESA before August 1,
i 2020, regardless of

i submitting evidence of
economic activity, was
: eligible to get a one-

i time transfer of GEL
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for one or more months in the period from 300. Subsequently,

December 2020 until February 2021. another one-off

: i compensation
i payment of GEL 300
i was provided to
: individual
entrepreneurs and
persons employed in
facilities whose
operations were
suspended as a result
i of restrictions in
: December 2020 and

: i January 2021.
..................................................... B o o m e e AR R R R R R R R R R N AR R AR R R MM AR R EEEEEEEEEEEEEEEEEEEEEEEEEEE

: Minimum unemployment
benefit increased to MDL
2,775 per month (US$157).
i The mechanism for

¢ administering

: unemployment insurance
: was changed from in-

Eligibility criteria were modified to allow all
unemployed persons, including those who
had returned from abroad, to apply for a
minimum unemployment benefit until the
end of the state of emergency. Persons who

Affected business
were reimbursed

100% of their payroll  : . . : had not lost their jobs prior to the
. : person registration to : .

taxes if they were . : declaration of the state of emergency and

: distance-based. Scanned @ | o o
Moldova forced to close down @ . ¢ did not meet the regular eligibility criteria
. : or photographed copies of : . .

and 60% if they were : L . : were obliged to enroll in the compulsory
: applications, declarations : . .

not forced to close : health insurance system before applying for
: and documents could be  : . . .

down but became : : benefits. This was financed from the state

: sent remotely by mailore- :
: : budget. Ineligible formal workers and
: mail to the address of the : uce ‘el W

: . L : informal workers also made use of the new
: territorial subdivision :

corresponding to the
: applicant’s place of
: residence or registration.

..................................................... e
A partial

unemployment

benefit was

non-operational.

administrative procedures, which allowed
for remote applications.

introduced while
quarantine measures
were in place for
workers who were
temporarily
unemployed because
employers reduced or
stopped activities.
Entrepreneurs,

: The regular unemployment benefit is provided independent of length or level
: of social insurance. The minimum unemployment benefit was increased from
UAH 650 to UAH 1,000 (from US$24 to US$37). For the period of the
¢ lockdown, the parliament relaxed the rule for the unemployed to renew their
: registration every month by personal attendance of the regional SES office.
¢ Rules for registration of the new unemployed were also simplified (applicants
: received unemployed status from the first day of registration and without the
: usual need to check whether an alternative employment option was
: available). The SES, in partnership with the Ministry of Digital Transformation
farmers and self- : . . . . .

: (MODT), also introduced an online registration option for the new

employed were :
exe’:r’np\ied from paying unemployed through the Diya digital application.

Social Security
Contributions until
end of April 2020.

Ukraine
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Promoting job retention was central to the response, with extensive use of wage subsides
to maintain formal employment contracts, even in countries with high rates of informality

The goals of wage subsidy schemes are to enable workers to keep their contracts with their
employers even as work is suspended or reduced, and for firms to keep talent and expertise
within the company so that operations can increase quickly once economic activity picks up.
Globally, during the pandemic such schemes were favored by countries with low rates of
informality. Eighty-eight percent of countries classified in the low informality tercile had such
schemes, compared with only 32 percent among high informality countries (Gentilini et al.
2020). In the study countries, the converse was true: job retention programs tended to be
more important in the high informality countries. Moldova and Ukraine, which are in the low
informality tercile, in fact provided no or minimal funds for job retention through the
emergency programs. Moldova did not implement any active labor market measure. Ukraine
announced support to small and medium enterprises (SMEs) of one minimum wage per
employee, and suspended the requirement to pay social security contributions. Armenia and
Georgia, in the medium informality tercile, invested significantly more. Azerbaijan introduced
significant financial support for public and private companies to maintain the salaries of
contract-based employees, including coverage of social security payments for 1.7 million
people.

Job retention schemes were channeled directly to workers or through firms, with varying
generosity and duration. In many countries wage subsidies were provided directly to
employees. In Azerbaijan, the average beneficiary received AZN 454 during the months of
April and May, or around two-thirds of the average monthly wage. In Moldova and Georgia,
where wage subsidies were channeled through businesses in the form of tax exemptions,
payments were substantially larger and remained in place for extended periods. Subsidies in
Moldova were paid proportionate to payroll taxes, as paid prior to the pandemic (up to 100
percent). With benefit size limited only by the level of previously paid taxes, the subsidies’
generosity increased with the firms’ wage levels.?! While the original period only covered two
months (from mid-March to mid-May), it was further extended four times with payments for
some firms continuing until the end of 2020. In Georgia, wage subsidies were provided for six
months in the form of tax exemptions of up to GEL 750 or 67 percent of the average monthly
wage. Armenian employees active in affected sectors received one-off cash transfers
proportionate to their wage, up to AMD 136,000 or around 72 percent of the average
monthly wage in 2020.

21 Sixty percent of the disbursed funds went to large companies with more than 250 employees each. Source:
https://mf.gov.md/en/content/reports-1
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These programs focused on employees in the formal sector, irrespective of how the funds
were channeled. As the institutions eligible for applying for such schemes were registered
workers, firms or SMEs, the schemes were limited to the formal sector. Gig economy workers
and other non-standard contract or daily labor workers were typically excluded. As many
countries had existing wage subsidy schemes either for the purpose of activation or
established in response to the 2008 global financial crisis, these offered a relatively quick way
of responding to what was believed to be a rapid but temporary surge in unemployment.
While wage subsidies played an essential role in many countries in mitigating spikes in
unemployment, they likely also increased existing labor market inequalities (Ando et al.
2022). Young people, those with low educational attainment and part-time workers tend to
be most likely to be in non-standard forms of work, while: (i) the share of nonstandard
employment was high in those sectors most affected by the pandemic; and (ii) nonstandard
workers were most often not protected by employment-related benefits such as wage
subsidies (Ando et al. 2022).

The cost-effectiveness of the job retention schemes and trade-offs surrounding their design
during the pandemic are not well evaluated. Despite the sizeable investments made in wage
subsidies, to date no rigorous evaluations have been made of their cost-effectiveness or the
impact of design decisions such as the type of workers covered, length of coverage, time
period used as income reference period or the payment channels. Some evidence from
Moldova suggests that the generous tax exemptions were effective at keeping beneficiary
enterprises operational during the pandemic and retaining jobs. Of 399 supported
enterprises, 96 percent continued to operate until the end of 2020 and maintained levels of
employment effectively at the same level as at the beginning of the pandemic. At the firm
level, however, job protection programs may also hinder labor reallocation from less
productive to more productive firms.?2 Emerging evidence suggests that job retention
schemes played a crucial role protecting workers in some countries. A recent analysis of
countries in ECA suggests that higher expenditure on job protection during the pandemic was
associated with higher employment, less inactivity and lower poverty in countries with weak
pre-pandemic social insurance systems (Demirglic-Kunt, Lokshin, and Torre 2022). Notably,
both Georgia and Armenia — which had no functioning unemployment insurance systems at
the beginning of the pandemic — each spent a relatively high equivalent of 0.25 percent of
GDP on job retention schemes alone.

22 The extent to which this may have been the case, and if the companies who received the support would not
have continued operating in absence of the benefit, would require more in-depth evaluations.
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Modifications to unemployment insurance expanded access — but benefits were generally
low and of short duration, which undermined the effectiveness of the support

Unemployment benefits featured in all the countries’ responses to the pandemic, though the
range of adaptations and resulting increases in coverage varied greatly. Globally,
unemployment insurance schemes have expanded during periods of economic crisis, when
countries have also often modified eligibility criteria to facilitate access (Grosh, Bussolo, and
Freije 2014; Dikmelik 2012; Robalino, Newhouse, and Rother 2013). By design,
unemployment insurance schemes expand during periods of economic downturn, when
employees who have paid into the system lose their jobs and become eligible for support.
However, the COVID-19 pandemic revealed rigidities within the unemployment insurance
programs in many countries that limited access, while also demonstrating the challenges of
responding to such a devastating covariate shock through a contribution-based system.
Globally, as of February 2022, roughly 45 percent of countries modified their unemployment
benefits to respond to the pandemic.?? Among upper-middle income countries, most
modifications entailed temporary increases in benefit levels (such as Albania, Argentina, and
Russia), or modified application procedures (such as in Bulgaria, Ecuador and Serbia). A
response through unemployment benefits featured more strongly in the study countries,
where all countries with unemployment insurance schemes (Azerbaijan, Moldova, and
Ukraine?*), expanded these in response to the pandemic, while Georgia and Armenia
introduced new unemployment benefit schemes in the absence of an existing unemployment
insurance scheme.

While countries introduced “design tweaks” to try to facilitate the access of eligible workers
and provide more meaningful insurance payouts, the increase in coverage remained modest.
Moldova and Ukraine simplified the application processes for unemployment insurance by
allowing the online submission of documents. Azerbaijan’s system was already online, and no
steps were taken to simplify the process. Moldova and Azerbaijan automatically extended
the duration of payments to beneficiaries of unemployment insurance by, for example,
waiving the need to recertify after a specified period. Moldova and Ukraine increased the
amount paid to recipients of unemployment insurance. Despite the changes, in most cases
coverage of formal unemployment insurance started from a low base, and the increase in
beneficiaries because of these modifications was modest.

Countries also harnessed their unemployment insurance schemes to reach workers who were
not normally eligible for such support. This was done in two ways. First, countries modified
the eligibility criteria to include workers who had contributed to unemployment insurance
but were not yet eligible to access benefits (such as formal sector workers who did not meet

23 A total of 88 out of 194 countries modified unemployment benefits as part of their emergency responses
(Gentilini et al. 2022).

24 Armenia had an unemployment insurance scheme that was abolished in 2013 and replaced with cash
support that is provided, on a case-by-case basis, to unemployed job seekers who are assessed as being
uncompetitive.
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the minimum requirements in terms of duration of contributions). This was possible as
information on these employees was already available to the unemployment insurance
system. Secondly, countries extended benefits to all workers, including those working in the
informal sector or who had returned from abroad, by allowing these groups of workers to
apply for support. Moldova, for example, modified the eligibility criteria for unemployment
benefits to allow all unemployed persons, including those who returned from abroad, to
apply for a minimum benefit until the end of the State of Emergency. This ‘modified’
unemployment scheme covered about 27,500 workers, a much larger increase in coverage
than that through the regular unemployment insurance system.?®

Armenia and Georgia introduced new schemes for people who had lost their jobs, drawing
on data from the Tax Authority. During the pandemic Armenia provided assistance in two
phases to workers who lost their jobs, the first covering 7,400 and the second 5,000
workers.?® For the first phase, payments were made based on a list of beneficiaries generated
by the Revenue Authority; in the second phase, the list of potential beneficiaries from the
Revenue Authority was compared with online applications from individuals. These initiatives
were complemented with support for families with children in which at least one parent had
lost a job: this was initially paid according to the beneficiary list generated by the Revenue
Authority, but was later amended to allow households in which both parents did not have
registered jobs to apply for support through the official website of the Social Security
Agency.?’ Georgia introduced two schemes that were each implemented in two phases: the
first scheme was for formal sector workers who had lost their jobs based on information from
the Tax Authority and applications by employers (the list and application had to match). The
second scheme was for both registered and unregistered self-employed workers.?® In both
countries, the schemes were introduced and subsequently expanded to accommodate
different contract types and informal workers, and, in Georgia, to include returning migrant
workers.

Despite significant efforts to reach unemployed workers, unemployment benefits were
generally low and of short duration, which undermined the effectiveness of this support. For
example, in Georgia the temporary unemployment allowance for the self-employed
instituted during the crisis was a flat GEL 200 (US$64) a month, or 16.8 percent of the average
wage in 2020 and about 64 percent of the subsistence minimum for a typical household. In
Ukraine, the temporary increase in unemployment benefit was limited to the period of the
lockdown.

2 They still had to pay for the compulsory health insurance program, which served as a barrier to participation
for some otherwise eligible workers. Data are from NSIH; slightly different numbers are given by NEA.

26 There may have been some overlap between the two groups. The program was managed by the Ministry of
Labor and Social Affairs and payments were made through the Social Security Agency.

27 Armenia rolled out a similar program to reach pregnant women who lost their jobs due to the pandemic.

28 This unemployment assistance was for people who had lost their jobs and, by design, required no
contribution history. While the program may be classified as social assistance, given its focus on people who
had lost their employment it is considered in this section.
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Poverty-targeted social assistance programs were rarely used to reach poor workers who
lost their jobs

While social assistance programs offer an avenue to identify and reach poor households with
members who lost income or employment, this option was rarely used in the study countries.
While all countries financed the provision of benefits to mitigate the impact of the pandemic
on workers, there are almost no examples of social assistance programs being modified to
extend coverage to reach very poor people who had lost their jobs. This strategy could have
mitigated gaps in coverage of job retention schemes and unemployment benefits by directing
resources to poor households, with members who lost jobs, which were most likely to be in
the informal sector and often the hardest to reach. The primary example of such an approach
is Ukraine, which modified the eligibility for the GMI to enable people who lost their jobs
during quarantine to become eligible for support. All the other countries that purposefully
sought to reach informal workers did so through their unemployment or employment
programs.

Support to poor and vulnerable groups was largely channeled through existing programs,
with somewhat limited expansion in coverage

Countries channeled resources through established social assistance programs to reach
vulnerable groups affected by the pandemic, exploiting existing flexibility within the system.
As discussed above, countries channeled resources through a range of social assistance
programs to reach vulnerable and poor populations. Often, this support was provided as a
“top up” to beneficiaries of existing programs (that is, a vertical expansion). In this way,
countries recognized the vulnerability of these populations to the pandemic, while also
pragmatically exploiting existing program infrastructure, information sources and delivery
systems. For example, additional payments were made to pension beneficiaries in Moldova
and Ukraine, as that was the most robust system countries had in place. Interestingly, there
are also examples of countries “piggybacking” on existing programs to provide beneficiaries
with support that was intended to achieve new objectives. For example, Armenia provided
an energy subsidy as a “top up” to existing beneficiaries of the poverty-targeted Family Living
Standards Enhancement Benefit (FLSEB), while Georgia provided an educational grant to
students in poor households under Targeted Social Assistance. This approach is consistent
with the design of social assistance systems in some countries in ECA, which provide for
automatic access to additional benefits once a household is enrolled in the poverty-targeted
programs, while also drawing on readily available information on the groups that were likely
affected by the pandemic. In a similar fashion, Ukraine provided one-off assistance to those
considered newly vulnerable (9.7 million vulnerable pensioners, 424,000 disability program
beneficiaries, and 176,000 social pensioners).

In some cases, efforts were made to expand the coverage of existing programs by modifying
eligibility criteria to reach new beneficiaries or introducing new programs for uncovered
groups. While the study countries devoted emergency resources to reaching poor and
vulnerable groups, few countries launched any new programs for groups that remained
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outside the social assistance system?® or modified the eligibility criteria of existing programs
to expand them horizontally. This is in direct contrast to new programs that were introduced
to reach workers through wage subsidies or unemployment benefits. Notable exceptions are
found in Ukraine, which simplified administrative requirements for enrolling in the Housing
and Utilities Subsidy (HUS) program — the country’s largest social assistance program, which
in 2017 reached close to half of the country’s households (6.5 million)3° — and modifications
to the eligibility criteria for the country’s GMI. Moldova similarly increased eligibility for the
Ajutor Social (the Last-Resource Income Support (LRIS)) with the aim of reaching more poor
households to protect them from the pandemic; an aim mirrored in Georgia’s decision to
provide temporary social assistance transfers to poor and vulnerable households, who were
enrolled in the database and assessed with a Proxy-Means Test (PMT) score below an
established threshold.3! Below we explore these issues further, with a specific focus on the
LRIS in each of the countries.

Countries took steps to protect the beneficiaries of poverty-targeted social assistance
programs

Countries took steps to offer additional protection to existing recipients of poverty-targeted
social assistance programs by modifying recertification rules or increasing the value of
payments. All the study countries have at least one program that aims to reach the poorest
members of society (that is, an LRIS program). All the countries, except Armenia, waived
requirements that social assistance beneficiaries re-apply or be recertified, including any
requirement to submit documents certifying their income or employment status. This change
in program rules enabled existing beneficiaries to remain in these programs, while also
minimizing demands for in-person interactions with staff. While not a formal horizontal
expansion to new beneficiaries, in many cases the decision to waive these requirements
resulted in a temporary increase in beneficiary numbers. Armenia, Georgia and Moldova also
increased the size of benefits for existing participants. Putting these design changes into
practice did not require any new information to be obtained on beneficiaries and, as a result,
could be done quickly. These enabled many people already found to be eligible for the LRIS
to quickly receive continuing support during the crisis — likely a lifeline for many very poor
people.

2% An exception is the unemployment assistance provided in Georgia and Moldova, which was considered
under unemployment benefits above.

30 The government also temporarily increased HUS benefits to mitigate the impact of increased expenditure
on utilities during the quarantine

31 In Georgia, the government provided temporary social assistance payments to all households with a PMT
score below 100,000, the cut-off point for eligibility for child benefits. This extended the TSA — which is paid to
all households with a PMT score below 65,000 — to additional households, some of which were receiving the
child benefit. Armenia introduced a new program to subsidize tuition fees for students in graduate, post-
graduate and academic programs, with funds transferred to the institutions based on lists provided by the
Ministry of Education.
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While this design modification provided certainty to beneficiaries, the level of support was
generally inadequate, reflecting an overall feature of social assistance in countries in Eastern
Europe and the South Caucasus. As discussed above, social assistance programs in the study
countries tend to pay benefits of low value. Even when these values were increased, focus
group participants appeared to have mixed views on the value of the benefits, with Armenian
participants viewing them as “quite irrelevant” to the needs of recipients, Georgian
participants differing among themselves, and Moldovans asserting that although social aid
was not enough to meet all basic needs, it was nevertheless very helpful. The additional
support was also time-bound, generally limited to the state of emergency. In Georgia, for
example, support was provided for six months. In Moldova, the increase in the income
threshold used to determine eligibility and the higher benefit level for Ajutor Social, the main
targeted social assistance program, were only effective in April and May.

Changes to the eligibility criteria for some LRIS schemes enabled these programs to rapidly
expand coverage of the poor. Among the study countries, all LRIS schemes are “on-demand”
programs, that is, people may regularly apply for support and are accepted into the program
if they meet the eligibility criteria. In principle, this creates flexibility in the LRIS schemes to
expand (and contract) in response to changing needs among the poorest parts of society.
However, eligibility criteria can slow the responsiveness of the programs when they are
intended to identify the chronically poor or are allocated to poor households with specific
characteristics, such as including children under a given age. The targeting methods used to
identify eligible households may introduce further rigidities, as discussed in the section on
delivery systems below. In recognition of these issues, some countries took specific steps to
modify the eligibility criteria to accommodate additional chronically poor households or
households driven into poverty because of the pandemic: that is, those who are transitory
poor. Moldova and Georgia took steps to reach additional very poor households by raising
the eligibility threshold within the existing targeting system. Moldova raised the threshold for
the Ajutor Social from MDL 1,107 to MDL 1,300 during the emergency period (April and May
2020). Georgia provided temporary social assistance to poor households that, prior to the
pandemic, were only eligible for the child benefit, in effect, raising the eligibility threshold for
the Targeted Social Assistance. In contrast, Ukraine modified the eligibility criteria for the GMI
to include people who had just lost their jobs by excluding their previous salaries from the
assessment of income.3? Overall, coverage of LRIS among the study countries increased,
although this change in coverage ranged from 0.5 percent in Armenia to 32.6 percent in
Ukraine.

32 This modification was introduced because eligibility is assessed based on average income over the last six
months.
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Table 4: Number of beneficiaries receiving poverty-targeted social assistance in 2020

Country Program Indicator 2019 2020 year-on-year %
(thousands) (thousands) change
Armenia FLSEB Households 61.4 61.7 0.5%
Azerbaijan TSA Individuals 296 322.1 8.8%
Georgia TSA Individuals 427 525 23.0%
Moldova Ajutor Social Households 46.5 53.1 12.5%
Ukraine GMI Households 258 342 32.6%

Source: World Bank 2021a. Notes: Armenia and Azerbaijan are at the end of the period, Moldova a yearly
average and all other show total beneficiaries during year.

The emphasis on serving existing beneficiaries likely failed to reach those people who
were driven into poverty by the crisis.

As mentioned above, across the study countries, those people falling into poverty as a result
of the pandemic likely differed from those who were already poor. They were more likely to
be found in urban areas and were more likely to be employed in industry and services than
in agriculture. Few were already recipients of social assistance programs before the crisis hit.
Therefore, the emphasis on increasing benefit levels to existing clients of LRIS programs,
providing them with support through new programs, and allowing them to remain in the
program through the emergency period likely had a very limited impact on the newly poor.
Expanding the coverage of LRIS (and unemployment benefits, as discussed in the sections
above) offers the potential to reach additional poor households, as was seen in Georgia,
Moldova and Ukraine, although the effectiveness of this approach depends on existing
program design, as discussed in Box 6 below.

37



Often, efforts to strengthen the responsiveness of social protection to shocks focus on
delivery issues. And yet, a lack of attention to program design, and trade-off between
design options — in terms of the population groups reached and the severity of their
vulnerabilities and need — can undermine the effectiveness of the response. Simulations
from Moldova illustrate how the type of shock and the population it affects requires
differences in program design to achieve an optimal response, as shown in Figure 13
and Figure 14. More specifically, two types of shocks are simulated: one that leads to
uniform income losses across the population (Figure 13) and the other that results in
random losses in income to zero across the population (Figure 14). These are then
compared with different response designs, with fixed budgets. When a shock is
proportional across the population, providing additional support to current beneficiaries
of social assistance can be an effective response, as is selecting beneficiaries based on
their poverty status before or after the shock. When, however, a shock imposes random
losses to individuals across the population, as is simulated in Figure 14, the optimality
of program design changes and programs to support those individuals who suffered
losses from the shock gain importance. That is, simulated reductions in selected poverty
rates through cash transfers are simulated to be lower when selecting beneficiaries
based on prior poverty status, rather than attempting to assess losses imposed by the
shock.

Squared Poverty Gap (LH) Headcount Rate (RH) Squared Poverty Gap (LH) Headcount Rate (RH)




Adapting the delivery chain: identification, enrollment, and provision
to people in need

The choices countries made about who to reach and how to do so were often driven by the
parameters of the existing social protection programs, their scope and reach. While these
choices influenced the shape of the response, the delivery systems in place across the study
countries enabled or hindered the achievement of these objectives, often with variability
across different pillars of the social protection systems within the same countries. These
differences proved especially pronounced in the case of the systems’ ability to reach new
beneficiaries. In the section that follows, we explore modifications that countries made to
their delivery systems, focusing specifically on those of the LRIS, guided by the framework for
the delivery chain set out in Figure 3. This analysis is complemented by examples of the steps
in the delivery systems for employment programs or social insurance when these offer
examples of innovations or modifications that provide effective.

Outreach

Efforts to inform potential beneficiaries of changes to poverty-targeted programs were
limited, reinforcing a general neglect of outreach, which undermines an on-demand system.
Outreach is the first step in the delivery chain, through which potential beneficiaries learn of
the opportunity to apply for a program. According to Lindert et al. (2020): “outreach involves
interactions to inform people about social protection programs and delivery processes and
to create adaptations to encourage them to engage.” Globally, this first step in the delivery
chain is often the weakest (Lindert et al. 2020). For social assistance programs, specifically
LRIS programs, this seems to hold true in the study countries. In Ukraine, for instance,
information on simplified application procedures was available on the government website,
but this was not supported by a dedicated communication campaign. Moldova provides
insights into how the lack of a coherent outreach strategy or information campaign leads to
limited awareness. Focus group participants were almost entirely unaware of the availability
of assistance prior to the pandemic, and participants in Moldova’s targeted assistance
program, Ajutor Social, were unaware of other government programs that they might benefit
from. Information on the program was spread through informal channels (friends, relatives,
neighbors, doctors and mailmen) and the media, although Moldovan social workers noted
that information disseminated by the media could be inaccurate and misleading (Manea and
Dumitru 2020).

In contrast, countries adopted innovative communication strategies to inform other
populations about opportunities to apply for support. Responding to the COVID-19 pandemic
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required countries across the globe to adopt innovative — and more intensive —
communication campaigns to their populations, asking for compliance with public health
measures while also providing information on sources of health and financial support. In
contrast to the experience of outreach for LRIS programs, innovations in communication were
witnessed among labor programs in the study countries. In Ukraine, unemployment and
sickness benefits were widely promoted and made extremely accessible through the Diya
app. 3 In Georgia, workers in the State Employment Support Agency felt that citizens were
reasonably well informed on the programs, owing to extensive advertisement and the various
media used for dissemination. Further research is required to understand why similar
innovations were not applied to the poverty-targeted programs, be this limited access to
mobile phones and the internet about the poorest segments of the populations (see section
below) or perceptions among policymakers and implementers on how best to reach this
population.

Application

Simplified procedures facilitated — to some degree — applying to poverty-targeted programs
in some countries, mostly for beneficiaries already in the programs. LRIS programs in the
study countries often involve detailed applications and supporting evidence, particularly on
incomes and/or assets, including for reapplication or recertification (World Bank 2014).
Generally, people have to apply for support in person at a municipal or ministerial office to
fill out application forms and provide supporting evidence, although efforts are underway to
modernize these processes. These application processes, when complex and time consuming,
can undermine the “on-demand” nature of the programs. For example, focus group
participants viewed applications for the Family Living Benefit Program in Armenia as
“complicated” and “incomprehensible”. By contrast, beneficiaries who participated in focus
groups in Moldova found the application process simple, particularly with social workers
helping to fill out forms, although problems obtaining some required documents and the
need for repeated applications were noted (oddly, social workers found the forms too
complicated and hard to understand). Some of the requirements were modified in response
to the COVID-19 pandemic, as discussed in the section above concerning changes to program
design. Most frequently, countries modified the recertification requirements, most
effectively by automatic extension of the eligibility of households during the period of
emergency (such as in Azerbaijan and Moldova). While this decision risked the inclusion of

33 Diya is a smartphone application available in the Apple App Store and Google Play which provides users with
services such as a digital driver’s license or vehicle registration, and can also be used to apply for one-off
allowances and receive sick leave certification digitally. By the end of 2021, 12 million individuals or around a
quarter of Ukraine’s population used Diya. The mobile application was also used to process applications and
payments of UAH 1,000 for individuals who obtained their vaccination certificate in the app.
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(poor) households who might no longer be eligible for support, it provided immediate
certainty to all beneficiaries that they would continue to receive support through the
emergency period.

In contrast, few countries adopted procedures that facilitated the application of new
beneficiaries to the LRIS; this undermined changes in program design that were intended to
expand programs horizontally. While Ukraine took steps to expand the GMI to poor people
affected by the pandemic, application rules were not eased, which still necessitated in-person
visits for first time applicants to the GMI to register. The experience in Moldova offers insights
into how the delivery systems can enable or undermine program design features. The
database of applicants to the Ajutor Social covers 20-23 percent of the total population (it is
used to pay a heating allowance), and validation or eligibility checks can be done
automatically. When the government expanded the program horizontally by increasing the
threshold for eligibility, the program was automatically extended to those households already
in the management information system (MIS) that were found to be eligible. In contrast, the
mechanism for receiving and processing new applications failed to adapt to the lockdown
period, and, therefore, households that fell into poverty or, for some reason, were not yet
already enrolled in the database, were unable to apply due to closed welfare offices and
inconsistent procedures for applying by phone. This failure to consider the application
procedure, unfortunately, undermined the effectiveness of the policy decision to expand the
Ajutor Social horizontally.

Investments in online systems positioned some programs to adapt quickly to the COVID-19
pandemic. Azerbaijan recently improved the application process for Targeted Social
Assistance. Families can now apply to the program online through the Unified Digital
Application and Appointment sub-System (VEMTAS). The information in this initial
application is verified by integration with other government authorities. The outcome of all
applications is transferred to the central database through VEMTAS. Georgia harnesses
investments in a social registry to expand the TSA horizontally to additional households.
Households enrolled in the social registry with rating scores less than 1,000 received
temporary social assistance payments.3* Across programs, online applications were
commonly used for employment programs, including for newly launched programs such asin
Ukraine (see box below).

34 Under the TSA, social assistance is paid to poor households with scores of less than 65,000. Households with
children with scores between 65,001 and 100,000 receive a child benefit.
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The Diya platform, launched by the Ministry of Digital Transformation in 2020, includes
website and mobile applications. The Diya mobile app enables citizens to have digital
national IDs, taxpayer identification documents, driving licenses, biometric international
passports, vaccination certificates, and other documents. The Diya currently uses

information available from state registries and databases. All data are transmitted and
stored in encrypted form; for critical data Diya uses the blockchain technology of
distributed data storage. The Diya connects users to services using their Bank IDs. By the
end of 2021, 12 million individuals, or around a quarter of Ukraine’s population, were
using Diya.

Source: World Bank 2022j

However, reliance on digital processes could also have served as a barrier to participation for
anyone with a low level of digital skills and internet access. Digital procedures can create
difficulties for the elderly, those lacking access to computers or the internet, and those unable
to pay for internet services. While both internet and computer access have expanded sharply
over the past 10 years, significant proportions of the populations of the five countries still
lack one or the other, or both. According to focus groups in Georgia, only a small share of
those potentially eligible had the wherewithal to access services online. However, countries
continued to provide in-person support by counselors or social workers on applications to
persons who faced barriers to using online applications. In Ukraine, one-off payments were
exclusively accessible by digital means; 15.1 percent of the population lack any digital skills,
and Ukraine ranks lowest in household access to personal computers.3?

35 Forty-seven percent of the Georgian population lacked the basic knowledge to use computers, in Armenia
34 percent of individuals lacked basic digital skills and a survey in Ukraine showed that 15.1 percent did not
have any digital skills and 53 percent had lower than basic digital skills.
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Figure 15: Access to the internet, 2010 and  Figure 16: Access to computers, 2010 and
2020 2020
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Source: Eurostat. 2022. European Neighbourhood Policy - East - statistics on science, technology and digital
society. Note: Data for Armenia are for 2018 instead of 2020. EU data on personal computers are for 2017
instead of 2020.

Assessment

Steps were taken to simplify the assessment process for new or existing beneficiaries, with
greater use of data verification through interoperability with government databases.
Frequently, countries waived the requirement that social workers conduct a home visit to
verify the information provided in the application and instead relayed on self-declared
information (as was the case in Moldova) or information verified through data cross-checks
with other government databases (in Georgia). Steps were also taken to simplify the
documents that households were required to submit, such as relying on self-declared income,
assets and family structure in Moldova. In Armenia, verification of household eligibility
through other government databases did not always lead to more efficient assessment. More
specifically, while the FLSEB is designed to be “on-demand”, the potential for the program to
expand horizontally to new beneficiaries was undermined because: (i) the method for
assessing eligibility through the Vulnerability Assessment System was complex; and (ii)
registration and enrolment procedures remained challenging due to bureaucracy and low
administrative capacity. More specifically, registration remains paper-based, and several
verification checks must be carried out manually with other civil registers, while for those
that are automated the data repositories are not integrated. All this slowed eligibility
determinations, increased the burden on applicants, and increased reliance on in-person
submission of new applications to expand programs, which was constrained during the
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lockdown. Armenian participants complained about lengthy delays in eligibility
determination, in some cases of up to 5-6 months. Social workers noted that limits on private
visits imposed by the pandemic and the lack of documents did lead to lengthy delays in some
cases.

The integration of databases was important for reducing the burden on government and
recipients involved in the assessment process. The existing MIS in Georgia enabled the
employment agency (SESA) to routinely access the beneficiary list of targeted social
assistance (TSA) to identify and reach out to them for various SESA-administered ALMPs. In
Ukraine, verification of application information was automated, so that verification could be
conducted in a matter of minutes. Armenia and Georgia harnessed the data that existed in
their tax authorities, as discussed above. However, the simple existence of a database on the
poor was not necessarily sufficient to improve programs. For example, in Armenia, the
Quarterly Emergency Assistance targets families registered in the VAS but not determined to
be eligible for support. This provides the government with something akin to a social registry.
Nevertheless, because of paper-based registration and non-automated verification checks,
Armenia’s social assistance system did not make use of this database to expand vertically.

In some cases, attempts to increase the integration of databases during the pandemic initially
created challenges. Making substantive changes to administrative processes in the middle of
an emergency, however necessary to achieve the needed expansion of coverage, can
overburden administration. In Armenia, problems during the integration of databases led to
social workers being provided with inconsistent information from different ministries, leading
to anincrease in the administrative burden and stress for the workers, exacerbated by a lack
of written guidance on some procedures. On the other hand, social workers participating in
focus group discussions felt that despite the difficulties, the experience had taught them new
skills and that most difficulties were eventually overcome. In Georgia the lack of modularity
in the existing MIS required a new one to be built when previously non-existent
unemployment benefits were introduced, leading to delays in implementation. However,
focus group participants also reported that these problems were sorted out and
administrative processes improved over time.

Finally, social workers were overburdened, which affected all initial stages of the delivery
chain. Social workers in Moldova and Georgia focus groups complained about the increased
workload during the pandemic, due to the increase in beneficiaries from the pandemic, rising
domestic violence cases, colleagues’ absence due to illness, and inadequate equipment. A lot
of unpaid overtime work was required, and stress increased, particularly given the low pay.
There also were concerns about increased health risks in dealing in person with clients during
the pandemic. Some vowed to leave the profession due to this experience. Box 8 describes
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the response to the COVID-19 pandemic in the United Kingdom through Universal Credit and
the steps taken to facilitate access to this program, including the redeployment of thousands
of staff.

In the United Kingdom, Universal Credit is targeted to those who have low incomes or
are out of work and not in receipt of a pension. From its introduction, Universal Credit
has been managed and accessed almost entirely digitally, with claimants applying
online. This was an advantage during the pandemic, as applications could proceed
without face-to-face contact. To support the increase in claims all local job centers were
repurposed as claims processing teams to support the processing of new claims; and
more than 8,500 staff were redeployed within the Department of Work and Pensions
(DWP) and 1,000 staff transferred from other government departments to assist with
claims processing. Despite the huge increase in claims during the early months of the
COVID-19 crisis, the timeliness of claims processing improved, with 93-95 percent of
claimants receiving their first payments on time rather than the pre-pandemic figure of
85 percent. However, it should be noted that Universal Credit has a built in five-week
wait between when a claimant applies and receipt of the first benefit. Additionally, no
specific outreach was undertaken to identify and support new claimants, and there were
reports that new claimants struggled to navigate the system.

Payments

The reach of the banking system in the study countries, coupled with the established use of
these systems for social protection payments, enabled the rapid distribution of payments.
Access to commercial banks differs substantially across the region, in turn limiting the extent
to which social benefits can be paid out electronically. While in Georgia and Ukraine almost
two-thirds of the population report having accounts at banks or other financial institutions,
less than half do so in the other countries (Demirgiic-Kunt et al. 2018).36 All countries were
already paying some beneficiaries through bank accounts or bank branches, which enabled
quick disbursement of payments once people were enrolled in the program, and facilitated
adherence to social distancing protocols. In Ukraine, for example, 65 percent of payments to
20 million beneficiaries are made through bank accounts. Some countries used SMS
notifications of deposits in beneficiaries’ accounts. In Armenia, however, most social

36 Data are from 2017, however the most recent available data from Georgia and Ukraine do not show an
increase in commercial bank accounts since. Only Moldova has seen an increase in commercial bank accounts.
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assistance benefits and pensions are paid in cash. Beneficiaries who received bank transfers
mentioned the need to travel to banks to check whether transfers had arrived due to the lack
of SMS notifications, although it was not clear if this reflected the lack of a phone service or
failure to establish a system. In Armenia, the provision of information and some individuals’
familiarity with banking infrastructure was so low that, under government policy, some
benefits were returned after having been left untouched for 12 months in bank accounts. In
Moldova, payments are made through a government service for electronic payments (MPay)
that enabled payment services using multiple payment methods: credit cards, payment
terminals, e-banking and cash payments.

Better preparing for the next crisis: Building the resilience of the
social protection system

The COVID-19 pandemic was not the first large-scale crisis and will not be the last. Already,
the economic ripple effects of Russia’s invasion of Ukraine are being felt far beyond Ukraine’s
borders. At the same time, climate change is leading to more frequent and intensive weather
events and climate-induced shocks. While the timing, intensity and nature of future shocks is
unpredictable, the fact that shocks will continue is as close to a certainty as is typically
afforded in making predictions. All of this emphasizes the importance of preparing for future
shocks. The experience of responding to the COVID-19 pandemic through social protection
systems in the study countries suggest avenues for building the resilience of the social
protection system, as follows:

Strengthening the overall performance of social protection systems, especially poverty-
targeted programs and unemployment benefits, would contribute to a more effective
response to future crises, provided that these investments result in improved access to
benefits for poor households and workers with non-standard employment contracts —
populations that were often missed in the response. This would require: (i) reconsidering the
financing and reach of poverty-targeted social assistance programs so that they provide
broader coverage to a greater proportion of the poor, irrespective of household
characteristics, and more adequate benefits; and (ii) reviewing the parameters of
unemployment insurance (and in some cases establishing programs, such as is currently
under consideration in Georgia) to facilitate uptake by eligible workers, while also considering
options to extend coverage to those currently ineligible for support, including workers in the
informal sector and those in the gig economy,3” and given the experience of the pandemic in
many countries, return migrant workers. In multiple countries, increases in coverage and
adequacy can be achieved through better use of existing resources, such as by reducing the

37 These issues are considered in Truman et al. 2019.
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fragmentation of programs, reallocating financing to more effective programs or improving
methods to activate social assistance beneficiaries. Continuing and extending reforms in
delivery systems, as discussed in the paragraph below, is also important for improving the
performance of foundational social protection systems.38

Ongoing reforms to delivery systems should continue and be furthered, drawing on lessons
from across social assistance, social insurance and labor programs within and across
countries. To provide effective social protection support, delivery systems must enable the
identification of people in need of support, assess their eligibility, enroll them and deliver
support to them at the right time, in a manner that is transparent, accountable and as costless
as possible for the applicant. These features of an effective social protection delivery system
come to the fore during a crisis, when quickly identifying people and providing them with
support is of paramount importance. Ongoing reforms to delivery systems in the study
countries — such as investments in online applications, enrolment, and inter-operability with
government databases to assess eligibility — are improving the efficiency and effectiveness of
these systems. Several of the study countries had switched to digital payment procedures
through the banking system before the pandemic. These systems largely worked well and
were of particular value in a context where social distancing was required. And yet
innovations in delivery systems, particularly in terms of outreach and application, differed
across social assistance and labor programs, suggesting scope for learning among programs
within countries and additional scope for innovation, particularly among social assistance
programs. Finally, the delivery chain of a program is only as strong as its weakest link, which
suggests that investments should be made at all steps from outreach to manage, including
the surge capacity required to function effectively during a crisis.

To enable an effective response to future crises, options for program design should be set
out in advance to support vulnerable populations and meet their needs. A core challenge in
responding to crises is to quickly identify those people in need of support because of the
shock. Across Eastern Europe and the South Caucasus, countries acted pragmatically, rapidly
expanding programs or introducing new programs to reach populations that were deemed to
be vulnerable to the pandemic. Program designs were chosen in response to early
understandings of the effects of the pandemic, with a strong focus on protecting the elderly
and children, and workers who lost jobs. In some countries, such as Armenia and Georgia,
modifications were introduced to program design as gaps in coverage emerged. This real-
time decision making, based on available information, enabled a rapid response, although
more thorough reviews point to important gaps in coverage across the population, such as

38 For a further discussion of reforms to strengthen the foundational social protection systems in the study
countries, please see World Bank 2022c, World Bank 2022d, World Bank 2022e.
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among poor and informal workers. This suggest that all countries could benefit from planning
ahead for the next crisis by seeking to identify populations that may potentially be at risk
from different types of crises and setting out, in advance, options for response in terms of
target populations, objectives and design parameters. This is illustrated through the
simulated response options to shocks in Moldova.

Investments in data management, information systems, including social registries, can
support speedier and more effective responses. Beyond the question of which populations
or groups will require support is the mechanics of how these people will be identified,
assessed, and enrolled when a crisis occurs. This issue seems to have featured strongly in the
response to the COVID-19 pandemic in the study countries. A common feature across the
countries and instruments is the use of existing data and information on beneficiaries or
potential beneficiaries as the basis for the response: increases in social assistance were
largely provided to existing beneficiaries of various programs; and new programs were
introduced based on available information housed within tax authorities or other ministries.
Rapidly collecting new information proved to be a challenge, even for those programs
designed to be on-demand, namely the LRISs. Focusing investment on data and information
systems and procedures to overcome this gap will be key to improving the effectiveness of
the social protection response to future crises: examples of such investments are found in
the COVID-19 response. Georgia and Moldova’s use of their social registries or integrated
beneficiary registries played a pivotal role in quickly increasing the coverage of poverty-
targeted social assistance programs to people whose data was already within these registries;
expanding further to new people, that is enrolling them into the databases in real time,
provided challenging. Box 9 presents the case of Chile, which used its social registry to reach
14 million people with emergency COVID-19 support. Ukraine’s widespread communication
and digital applications for unemployment and sickness benefits offer insights into
innovations that would be required to strengthen the on-demand nature of LRIS programs in
the region and/or facilitate the enrolment of new people into registries that support these
programs. Armenia’s automatic payments to workers registered with the tax authority,
pregnant women recorded by the Ministry of Health, and schools based on student
enrolment records held by the Ministry of Education point to how information collected by
various ministries may be used to inform a response.
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Chile has one of the most advanced social protection systems in Latin America and the
Caribbean. However, to address the effects of the COVID-19 pandemic, the government
was forced to create several new schemes, as existing schemes were not equipped to
cater for rapid declines in income and were ill-suited to incorporate new target groups.
The government was able to harness its pre-existing Household Social Registry, make

use of its interoperability with other government administrative databases, and thus
rapidly identify, target, enroll, and provide new benefits to 14 million Chileans (73
percent of the population) in only a few months. The first payment of Emergency Family
Income (IFE) to 1.3 million households was made on May 23, 2020, just two weeks after
the first mandatory lockdown in the capital city Santiago.

Source: Gonzalez 2021

More broadly, preparing for the next crisis requires a focus on investing in the adaptive
elements of the social protection system that will increase the resilience of the population
before, during and after a shock. The framework set out in the introduction to this report
(Figure 1) draws attention to investments required in program design and delivery, but also
in governance, data and information and financing. In addition to the recommendations
emerging around the need to consider program design options in advance and invest in
delivery systems to identify people for support, social protection systems can also be made
more adaptive by setting out in advance the rules that would guide any such changes, such
as modifications to eligibility criteria, system procedures, and benefit amounts. Support for
staffing — including strengthening skills and knowledge, providing equipment and resources,
and putting in place procedures to reallocate staff or hire temporary staff to support surges
in capacity — are also required to ensure that these systems can “surge” when a crisis occurs.
Sources of financing should be identified in advance and, if needed, be pre-positioned,
including through disaster risk financing (Cubas, Gunasekera, and Humbert 2020). Most
countries financed their responses to the COVID-19 pandemic, including those through social
protection systems, using ex-post budgetary reallocations and additional public debt from
international financial institutions or international financial markets. Box 10 describes the
process the United Kingdom followed to finance its social protection response to the
pandemic, which built on an annual budgeting process that flexibly financed social assistance
programs based on actual demand. The use of ex-post budgetary reallocations can lead to an
inadequate response, in terms of timing and the size of financing, with high opportunity costs.
Additionally, international experience suggests that adopting a risk layering approach for
disaster risk financing, which combines risk retention (such as budgetary allocations or
contingent credit lines) and risk transfer (such as insurance), can ensure that funds are
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available for rapid response to a crisis (Cubas, Gunasekera, and Humbert 2020). Finally,
complementary investments are likely required in early warning systems and disaster
preparedness and response, although further analysis is required to identify the entry points
for a shift towards adaptive social protection.

The natural expansion of existing programs was already covered by existing legislation,
which allowed all those people who meet the eligibility requirements of a scheme to be
enrolled and start benefiting. Spending on most benefits is not subject to departmental
expenditure limits, but instead make up the ‘Annually Managed Expenditure’ portion of
the United Kingdom Government’s budget, which largely relates to functions considered
demand-led, such as welfare budgets. Adjustment to existing schemes did require
secondary legislation in the form of new regulations. For example, the Employment and
Support Allowance and Universal Credit (Coronavirus Disease) Regulations and the
Social Security (Coronavirus) (Further Measures) Regulations allowed for increases to
benefit amounts, and adjusted some of the key conditions for those claiming Universal
Credit and its legacy predecessor benefits.

While the regular budgetary process has some built-in flexibility for natural expansion

of existing welfare schemes, the huge increase in funding requirements and the
introduction of policy changes and new schemes meant that additional processes were
necessary. The March 2020 Contingencies Fund Act approved the use of up to GBP 260
billion in emergency funding (an increase from the previously approved level of
contingency funding from 2 percent to 50 percent), but approval for the use of the
Contingency Fund is temporary and actual spending still required approval by
parliament through the normal estimates process. The Supply and Appropriation Act
2020 (May 2020) and the February 2021 Supplementary Estimates were the
mechanisms for parliamentary approval of spending and the resulting deficits in the
Financial Year 2020/2021.

Finally, it is essential to continuously monitor the effectiveness of the response, across
social assistance, social insurance and labour programs, to support ongoing decision making
on the magnitude and duration of emergency assistance. Evidence-based policy making is
central for strengthening the effectiveness of the overall social protection system and its
response to future crises. For this, monitoring and evaluation systems are required to assess
the performance of programs, their coverage, adequacy and impacts. These same systems
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should be used to assess the speed and quality of a response to a crisis, to enable a critical
review of program design and well as the performance of delivery systems. A first step
towards such evidence-based policymaking would be a review of the effectiveness and
efficiency of the wage subsidy programs that were used extensively in some of the study
countries in response to the COVID-19 pandemic, given that the current level of information
available on the functioning of these programs is thin. Well-functioning grievance and redress
mechanisms can support this by creating feedback loops between applicants, beneficiaries
and institutions.3®

While the social protection response offered immediate relief, programs could also be
harnessed to help mitigate the long-term scars that are emerging in human capital. The
initial emergency response in all countries was modest and time-bound, often only providing
support during the state of emergency in the early months of the pandemic. And yet the
pandemic continued over multiple years, with the long-term effects on human capital only
beginning to emerge. The emergency support provided through the social protection systems
offered some immediate relief to households and workers. Situating this short-term
emergency support within a broader, longer-term response could help to mitigate the
impacts on human capital, particularly among poor and vulnerable households. Such a
strategy would, for example, provide dedicated support to poor households to consider their
eligibility for the LRIS for longer-term support (possibly with modifications to eligibility to
enable more people to enter for a given period of time) or a transition strategy from
unemployment benefits to active labour market programs as job seekers re-enter the labour
market. Social protection programs could also support longer-term recovery efforts led by
health and education stakeholders, for example, by providing additional support or incentives
for children to attend school or participate in remedial sessions.

39 Bastagli and Lowe 2021 provide a more thorough discussion of the role of grievance and redress
mechanisms.
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Annex 1: Emergency social protection programs adopted during the
pandemic

Increased resources were devoted to raising the level of payments from poverty-targeted
programs to beneficiaries, increasing the coverage of existing programs, and initiating new
programs. All countries expanded last-resort income support programs, by increasing the
level of benefits (Armenia, Georgia, Moldova and Ukraine), allowing automatic extensions for
existing participants (all the countries except Armenia), increasing the threshold of household
income used in eligibility determinations (Georgia, Moldova and Ukraine)*® or reducing the
documentation required to participate (Georgia and Moldova). Ukraine made those who lost
jobs in the pandemic eligible for GMI and persons under lockdown eligible for disability
assistance, while Armenia provided additional payments to vulnerable families participating
in other social assistance programs. New programs provided one-time payments to low-
income individuals (Azerbaijan and Moldova), disability beneficiaries (Ukraine), pregnant
women and students (Armenia) and all children (Georgia). Other approaches to supporting
incomes included efforts to control the prices of key foods (Ukraine and Georgia); and
subsidies to cover utility bills (Armenia, Azerbaijan, Georgia and Ukraine), food purchases
(Georgia) and tuition (Azerbaijan and Georgia).

Most countries expanded support to unemployed workers, and some to pensioners. Armenia,
Georgia, and Ukraine provided income support to workers (in some cases also entrepreneurs)
who lost work during the pandemic. Azerbaijan extended the eligibility period for
unemployment insurance for current beneficiaries. Moldova and Ukraine increased
unemployment benefits under existing schemes and extended benefits to workers who were
not formerly eligible (for example, in Moldova returning migrants and entrepreneurs without
income). Pensions were increased or one-time payments were made to pensioners in
Georgia, Moldova and Ukraine. And pension rules were modified to index benefits to inflation
(Georgia, Moldova and Ukraine). Table Al provides a summary of unemployment systems
before the crisis.

40 Moldova also changed the formula used to calculate the income threshold.
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Table Al: Unemployment systems before the COVID-19 crisis

Coverage

Eligibility
requirements

Minimum and
maximum benefit
amount

Replacement rate

Azerbaijan Ukraine

All residents of Azerbaijan
whose employment contracts
had been terminated because :

of the liquidation of a state Employees.
agency or legal entity or as a

Employed persons, including
casual workers, the self-
employed and military

result of shedding workforce personnel.
or staff reduction. :
........................................ .,.,
Registered with the state :
Registered with the state employment services,
employment services, actively seeking work, willing Registered with the state
actively seeking work, willing to work and aged between 16 employment service as a
to work and aged between 15 :  and pensionable age, not  : jobseeker.
and pensionable age. studying in a form of full-time
education
........................................ ..

Employed for 12 months in
the 24 months preceding Employed for 12 months in
unemployment and with at the 24 months preceding
least 3 years of social unemployment.
insurance records.

26 calendar weeks of full or
part-time employment in the
12 months preceding
unemployment.

Minimum is the minimum
subsistence level. Maximum
benefit is the preceding
month's national average
earnings of the sector in
which the recipient was
: previously employed.
........................................ N T mm

Minimum is minimum i Minimum is the legal monthly :
monthly wage. Maximum is minimum wage. Maximum is
the national average monthly : the national average monthly :
salary. salary. :

1-10 years of contributions: 5
First application: six months; months; 10-15 years of :
Repeated applications: three contributions: 7 months; 15+
months. years of contributions: 9
: months

Duration of unemployment

benefits may not exceed 360

calendar days during a two-
year period.

Between 50-70% of previous
average earnings depending
on length of contribution.
Benefits reduce as time goes
: on. 100% of the benefit for
the first 90 days, 80% for the
subsequent 90 calendar days

and 70% thereafter.

Between 50-60% of the

average monthly salary

depending on length of
contribution.

: Between 40-50% depending
i onwho decided to terminate :
the working relationship.

Source: MISSCEO comparative tables (Accessible at www.missceo.coe.int) and Social Security Administration -
Social Security Programs Throughout the World (Accessible at www.ssa.qgov/policy/docs/progrdecs/ssptw).
Note: Armenia and Georgia had no functional unemployment insurance prior to the COVID-19 crisis.
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Subsidies were used to retain jobs in all the study countries except Moldova. Subsidies took
the form of direct payments to firms, tax exemptions and coverage of social security
payments in salary subsidies. Efforts were also made to create jobs in agriculture and through
expanding public works programs.

There was little emphasis on social services programs during the crisis, likely reflecting
pandemic restrictions, difficulties in scaling up service provision and funding shifts to social
assistance and unemployment compensation. Azerbaijan provided free delivery of food for
the elderly. Georgia established the State Employment Support Agency (SESA) in 2019 to
provide job intermediation services, and switched to remote delivery of social services but
stopped taking in new beneficiaries temporarily.
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Table A2: Overview of main social protection policy responses to COVID-19

Armenia

Azerbaijan

Georgia

Social
assistance
measures

HE: One-time child
allowance. Payments for
employees who lost jobs.
Categorical payments for
pregnant women, low-
income families,
students, and
workers/entrepreneurs
in affected sectors.
Subsidies for utility bills.

VE: Support programs for
vulnerable families
participating in SA
programs.

HE: Lump sum
payments for low-

income individuals.

Food assistance.
For vulnerable
households,
payments for
utility bills and
tuition.

HE: Assistance to
individuals who lost
jobs or were on unpaid
leave. Allowances for
all children under age
18. Subsidies to cover
utility bills and food.
Price stabilization for
selected foods.

HE and VE: Households
eligible for targeted
social assistance
expanded and
additional benefits
provided to some
participating
households.

DT: Simplified rules for
administration and
disbursement of
targeted social
assistance and the
social package

VE: Increased Guaranteed
Minimum Income (GMI) and
indexed benefits to inflation.
Raised child benefit adult
equivalency coefficient.

HE: Payments to pensioners

and low-income individuals.

Payments to some dismissed
workers, returning migrants,
and informal workers.

HE: Relaxed eligibility rules for GMI
and program extended to those
who lost jobs during quarantine.

Payments to pensioners, and
workers and entrepreneurs who
lost jobs. Simplified and eased
restrictions on enrollment for
Housing and Utilities Subsidy
(HUS). Price controls on critical
products. Extended eligibility for
temporary disability assistance to
those under quarantine. One-time
allowance for families of health
workers who died from COVID-19.

DT: Increased reliance on digital
processes for applications and
payment of benefits for SA.

VE: Increased duration of GMI
payments. Automatic re-
registration of GMI and HUS
participants.

Temporarily increased HUS
benefits and eased compliance
rules. Payments for disability
beneficiaries.
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Social Expanded Pensions increased and | Unemployment benefit Minimum unemployment benefit
insurance coverage of indexed to inflation, increased. All unemployed and coverage increased;
measures unemployment and rules for persons, including returning | administration improved.
insurance and administration and migrants, made eligible. Registration requirements for
increased period disbursement Workers who lost job during | unemployment insurance eased.
of eligibility. simplified. state of emergency not Pension benefits increased and
required to participate in indexed to inflation.
compulsory health
insurance. Registration for
unemployment shifted to
remote system.
Unemployment benefit
provided to entrepreneurs
without incomes. Pension
benefits indexed to inflation.
Job One-time salary subsidy Payments to retain | Tax exemptions for Firms allowed to adopt more
retention | for firms/entrepreneurs jobs and maintain employers who flexible working hours. Subsidies
/ wage engaged in most affected | wages, and to retained jobs and to SMEs who suspended
support sectors. Package to cover social payments to self- operations, based on salaries.
schemes create jobs in agriculture. | security payments. | employed. Tax

Job creation in
public sector.

concessions and
financial support for
micro, small and
medium-sized firms in
affected sectors.

Source: World Bank 2021c. Notes: HE = horizontal expansion; VE = vertical expansion; DT = design tweak
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