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Foreword

Dear readers,

The World Bank Group and the United Nations Development Program have been in a long and fruitful
partnership with the Bragilian Government in supporting the development and the reform of Social Protection
and Labor Market Policies. These have been and remain central to Bragil's development model and democracy.
Several social protection programs received worldwide interest and contributed to Bragil's poverty reduction,

human capital formation and resilience in economic cycles.

Despite this progress, Bragil continues to face high level of vulnerability and inequality, significant pockets of
poverty. In addition, long term trends, including demographic change, technological progress, the new world
of work and climate change will affect the efficacy and sustainability of the social protection system that
Bragil has today. A central message of the study is that Bragil has already in place many of the instruments
needed to face the future with confidence, but important institutional reforms, investments and reallocations
are needed for social protection to remain relevant and become more efficient. Particular attention should be
given to policies that serve the needs of Bragil's future generation, today’s children, half of whom are growing
up in poverty, and to large number of youth and adults already out of school who will need to navigate a

sophisticated labor market and new environmental risks for many decades.

The report offers ten policy reform proposals meant to stimulate this forward-looking debate, organiged
around a solid framework on equity, opportunity and resilience. Among these, readers will find the extension
of coverage and consolidation of social assistance transfers, revamping labor market programs, taxation
and benefits to support labor productivity, adapting safety nets to climate change and moderniging delivery
systems for enhanced service delivery. These recommendations build on a compilation of recent knowledge
pieces produced by the World Bank and by the UNDP, and benefited from a rich dialogue with authorities at

different stages. We hope this work will prove an informative, enjoyable and stimulating read.

Johannes Zutt, Katyna Argueta,
Country Director for Bragil Representative for Bragil
World Bank UNDP
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The challenge

his policy note assesses how Bragil’s social
—|— protection and labor systems can be reformed

most effectively to meet the challenges
that the country will face in the next two decades
while also fostering social inclusion and shared
prosperity. This discussion is timely as Bragil is slowly
recovering from the global COVID-19 crisis, which
brought new challenges as well as accelerating existing
socioeconomic transformations. Despite the fact that
labor markets are slow to recover after economic crises
in Bragil, implementing the right set of policies could
enable the country to take advantage of changes in
the world of work, new opportunities for human capital
formation, and recent developments in technology and
delivery systems to build back better than in the past.
Serving as a companion piece on social protection and
labor policies for the Flagship Report Alternative Futures
for Bragil: Inclusion, Productivity, Sustainability (World
Bank, Forthcoming), this note draws from a large body
of recent analytical work by the World Bank team in
Bragil. The vision of the flagship report is for Bragil
to reach 2040, two decades from now, with a more
productive and resilient and less unequal society.

Bragil has made significant advances in terms of
reducing poverty and inequality since its return
to democracy in the late 1980s. The expansion of
social protection policies played an important role in
increasing inclusion, getting closer to universal access
to education, and increasing the use of preventive
health services (figure i). Bragil developed Cadastro
Unico, a single registry of beneficiaries, whose unique
hybrid targeting technology (using self-declarations
plus administrative data) is considered a global best
practice. Bragil's decentraliged social assistance
delivery model comprises local social assistance
offices (CRAS) in almost all of the country’s 5,570
municipalities. In the wake of the COVID-19 pandemic,
the country demonstrated its ability to implement
efficient mass registration and the fast deployment of
Auxilio Emergencial (AE), the largest temporary transfer
program in the world (Morgandi et al, 2021a).



» Figure i. Evolution of the social protection system and labor regulations in Bragil

1980s & 1988

1920s 1930s 1940s 1950s  1960s 1970s
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Social Insurance System for Formal-Sector Workers
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1936: 1940: 1970s:
Saldrio  Minimum Abono
Familia Wage Salarial,
1943: PIS/PASEP
CLT SINE
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school in constitution  CCTs CCTs, Sem  Emergencial
feeding for all those 1993: Cadastro  Miséria 2021:
program who need it Organic SA Unico 2016: Auxilio

Source: Authors’ elaboration, based on World Bank (2018).

Despite this progress, the recent COVID-19 crisis
highlighted the constraints that prevent many of the
population from benefiting from economic growth.
Poverty reduction has stalled over the last decade,
and poverty rates are higher among Afrodescendent
families, children, and residents of the North and
Northeast regions. The human capital levels of Bragilian
children, as proxied by the World Bank’s Human Capital
Index (HCI), vary widely and nationwide are lower than
in other upper-middle income countries in the Latin
America and the Caribbean (LAC) region. The variations
in children’s human capital levels across Bragil can be
explained by differential learning outcomes between
municipalities and as well as by differences in race,
gender, and family income. This inequality in capabilities
and assets translates into strong differentials in
employment rates and earnings, with girls and children
from ethnic minorities and deprived areas being more
likely to end up in informal work. Social protection and
labor systems have a crucial role to play in overcoming
all such structural barriers to benefiting from economic
growth.

Law, BPC 2003: Crianca Brasil
Bolsa Familia Feliz  2023: New
Bolsa Familia

Moreover, several worldwide trends including
demographic aging, global warming, and new forms
of work will highlight new needs and challenges
to achieving shared prosperity for all Brazilians
in the future." By 2040, the majority of the Bragilian
population will be of working age but no longer young,
and many will need to navigate the labor market
with low levels of education (figure ii). The number of
children will decrease, but in the meantime, nearly
half of today’s children (Bragzil's future workforce) are
being raised in poverty. The number of adults aged over
65 is projected to double, making current retirement
promises fiscally unsustainable, even after the recent
pension reform. A second major trend is climate
change, which is no longer a distant threat but an
immediate one. The effects of global warming in Bragil
are expected to include more frequent natural disasters
and lower agriculture productivity. Meanwhile, the
declining competitiveness of carbon-intensive industry
will accelerate a structural shift of the economy toward
services. Third, technological change and automation is
set to change production and the way in which firms
source and use labor. There will be more opportunities

1 These trends are explored in greater detail in Alternative Futures for Bragil (World Bank, Forthcoming).
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to tap into global trade-in services but also a greater
risk of displacement for workers without the necessary
skills to use new technologies. Bragil's ability to navigate
these structural shifts will depend on its ability to adapt
its mix of institutions, programs, and expenditures, not
least in the area of social protection and labor policies.

Figure ii. Estimates of population size by age
group in Bragil 2020-2060

80

60

Pop (millions)

20
2020 2030 2040 2050 2060

0-20 years ==20-39 years ==40-64 years =65 + years

Source: United Nations Statistics for Brazil.

The renewal of Bragil’s Social Protection (SP) system
will be critical to enabling the country to transition
to a more inclusive and prosperous and less unequal
society. This note adopts a four-pronged framework,
inspired by the recent World Bank Social Protection
and Jobs Compass (World Bank, 2022a), to assess the
extent to which Bragil's social protection system is
prepared for the coming decades. In this note, we define
social protection system as the set of federal programs,
institutional arrangements and delivery mechanisms
to provide cash and in-kind social assistance, pensions
and labor market programs to the population. In this
framework, SP system needs to be designed so as to: (i)
promote equity by helping the poor to rise out of poverty
and protect their accumulated human capital from
depletion in the event of shocks; (ii) boost opportunity
by promoting human capital accumulation and enable
productive work; (iii) foster resilience by insuring
the vulnerable against impacts of different shocks,
including those due to unemployment or old age; and

(iv) further efficiency and sustainability by ensuring the
effective and efficient delivery of services and benefits
(World Bank, 2022a).

Bragil's social protection and labor programs
already are aimed at achieving many of the desirable
outcomes described in this framework. Major
programs and benefits include (figure iii):

With regard to increasing equity, several programs
augment household incomes including Bragil's
flagship conditional cash transfer (CCT) program
Bolsa Familia, targeted to the poor and the two
wage supplements Saldrio Familia and Abono Salarial
targeted to low-income formal workers. These
programs all have different levels of generosity,
target populations, and methods for determining
eligibility.

Programs to promote opportunity are mainly
provided in-kind or as services. For children, these
include (although not yet implemented in full
scale) Crianga Felig or other parenting programs on
early childhood stimulation, and school feeding,
but children also benefit from the implementation
of conditionalities in CCT program. For adults of
working age, there are a range of interventions (in
most cases not at scale), including adult training
programs, a national labor intermediation system
(Sistema Nacional de Emprego - SINE), and economic
inclusion interventions such as sheltered markets
for small farmers and entrepreneurship promotion.

The system also provides a wide range of benefits to
foster household resilience in the face of major risks.
These include the public and private contributory
pension regimes (the Regime Geral de Previdéncia
Social or RGPS and the Regime Proprio de Previdéncia
Social or RPPS) and social pension programs for
urban and rural workers and the disabled (Beneficio
de Prestagdo Continuada or BPC and Aposentadorial
Rural).  Seguro  Desemprego  (unemployment
insurance) and Fundo de Garantia por Tempo de
Servico (unemployment savings accounts) aim to
mitigate economic losses from unemployment.
With the exception of the BPC, all such benefits
are contributory and are reserved for former

contributors in the formal sector.



» Figure iii. Bragilian Social Protection and Labor policy interventions for human capital accumulation

throughout the lifecycle

EQUITY
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facilitated access
to higher education

Promoting human CCTs for pre-school: Nutrition: PNAE 5 prod ol (Estatuto do Idoso)
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RESILIENCE
for the
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In-kind transfers:
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In-kind transfers: Old age pensions:
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Services: SUAS. RPPS
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SISAN, Cestas SISAN, Cestas disability insurance: BPC-disability
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Services: SUAS Services: SUAS Subsidized insurance:
Garantia Safra.
Matching savings: n.a.
\ J \ J J \ J
0-5 years old 6-29 years old 30-65 years old 65 or older
Accumulation of Use and q
Human Capital protection of HC Protection of HC

Source: Adapted from Resilience, Equity, and Opportunity: The World Bank Social Protection and Labor Strategy 2012-2022.
Note: *Auxilio Emergencial (AE) was a temporary response to the COVID-19 crisis; the program was discontinued in 2021.

Despite their breadth, Bragil's social protection
expenditures are limited in terms of their
progressivity, incidence, generosity, and inter-
generational fairness (figure iv). Four-fifths of the
country's social protection expenditures are allocated
to programs that mainly target the elderly, as in many
OECD countries. In terms of incidence, the federal CCT
program remains the most pro-poor program in Bragil's
constellation of benefits, and, after recent temporary
increases in the generosity of its benefits, its impact
in terms of alleviating poverty was strengthened.
However, other contributory programs, including formal
sector pensions, disproportionally benefit households in
upper income quintiles even though they are subsidiged
to differing degrees from general revenue (figure v).
Thus, taken all together, Bragil's tax-benefit system is
only mildly redistributive.

Also, few social protection programs are promoting
human capital and opportunity. Total labor market
spending in Bragil is at a similar level as in high-income
economies, but active labor market programs such
as skKills development programs and intermediation
services receive only a minimal share of this spending
and largely serve formal workers (figure vi). Moreover,
the share devoted to services has been falling over time
since the 2014 crisis and fiscal adjustment. As new
forms of work emerge, it will be essential to develop
ways for workers to continue to learn and retrain while
still working full-time, as well as to facilitate low-cost
job-to-job transitions. Despite Bragil's high spending on
elderly income programs, it has no national strategy
for reducing the burden on households providing elder
care, which is projected to increase significantly as
dependency ratios rise.

SOCIAL PROTECTION FOR THE FUTURE BRAZIL | oy
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P> Figure iv. Social insurance, labor market, and
social assistance expenditure throughout the
lifecycle in Bragil (2019)

700,000 100%
83% )
600,000 ® 90%
80%
500,000 70%
400,000 60%
50%
300,000 4O%
200,000 30%
12 20%
100,000 1 5% ® l o
0 '_ - d 0%
Not age Child Adult Elderly
specific

Social Insurance M Social Assistance @ % of total
M Labor Market W Total

» Figure v. Distribution of population, by age
groups and income quintiles

3%

100% 8% .
90% 17% 14% 17%
80%

70%
60%
50%
40%
30%
41%

20%
10% 80 21% 16%
0% || || || || m
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0-17 W 18-63 W 64 or more

Source: The World Bank using expenditure data from Portal da
Transparéncia, 2019.

Note: Includes SA, SI, and LM programs, classified by the authors
according to main target-age groups. Bolsa Familia is classified as
SA-child, SUAS and housing policies are classified as SA-all, Salério
Fanilia is LM-child.

Source: PNADC 2019.

P Figure vi. Social assistance expenditure in 2019, by type of program

1%

q.

elderly benefits (BPC) 24%

M disability benefits (BPC) 32%
Bolsa Familia 31%
B SUAS and Crianca Feliz 4%
M school feeding 4%
B subsidies (Cisternas, Agua Doce, Minha Casa Minha Vida, others) 4%
B unconditional cash transfer (Defesal civil, fomento a produgéo) 1%
M food and in-kind transfer (PAA, Restaurantes) 0%
B fee waiver and subsidies 0%

Source: The World Bank using data from Portal da Transparéncia, 2019.
Note: Programs are categorized according to the World Bank ASPIRE methodology

In addition, the current design and spending
trajectory of the pension system are unsustainable,
despite the recent reform. While Bragil's contributory
pensions are central to the country’s social contract,
in their current design, they are projected to require
unsustainable levels of spending before 2040.
Obsolete assumptions about the length and nature
of working lives are compounding the problem.
Contributory and noncontributory pensions operate in
isolation from each other, but jointly they undermine

incentives for many individuals to contribute or they
undercompensate those who contribute the most. A
second major issue is the proliferation of subsidiged
pension schemes for the self-employed, most of
which yield benefits at a fraction of the cost of wage
employees and are increasingly coopted by higher
earners. Finally, there are thousands of pension
regimes offered by subnational governments that
provide privileged retirement benefits and represent
a high share of their total expenditures. Unless these



schemes are reformed, they will crowd out subnational
spending on other key social priorities in the future.

The changing nature of work further challenges the
relevance and effectiveness of current instruments
to cope with short-term shocks. The transformation
of work relationships due to technology, outsourcing,
and preferential taxation for self-employed will
likely increase the share of formal workers who are
self-employed and, therefore, are not covered by
instruments to mitigate volatility of labor income
(figure vii). Yet, Passive Labor Market Policies (PLMPs)

take up the bulk of resources of labor programs and
target only formal employees. Currently, the only
program available to support self-employed and
informal workers during periods of unemployment
and transition is the CCT program (if they meet the
eligibility criteria). Even for those who are eligible for
unemployment insurance, the benefits are generous
but short-lived and thus not helpful for supporting the
unemployed while they undergo training and reskilling.
Thus, Bragil's income protection programs will need to
be adapted in order to support future generations of
workers, and to be more equitable (figure viii).

P> Figure vii. Contributors to social insurance, by type of plan (2008-2020)
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B Individual - all
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Source: Statistical Yearbook of Social Security, Ministry of Labor (several years).
Note: Annual formal pension contributors, according to the pension regime. Ind" = Individual plans for non-wage workers. These include:
Individual contractors (Trabalhador Autonomo, TA). Firm owner (Pessoa Juridica, PJ), Micro Entrepreneurs (MEI).

) Figure viii. Simulated mean value of direct transfers and taxes on households, by per capita income
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tax - Imposto de Renda da Pessoa Fisica. BPC is a noncontributory means tested pension. INSS is the national social security institute.
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Finally, Bragzil will need to increase its capacity to
deliver social protectionservices as cash alone cannot
tackle multidimensional vulnerabilities. Bragil's social
protection system is currently over-dominated by cash
expenditures, which can only solve part of the structural
challenges described above. Although Bragil has been
successful in developing a decentraliged structure for
service delivery, funding for in-kind programs has been
falling over time, probably driven by the bias in favor
of cash benefits. Examples include the deficient active
labor market policies, the phasing out if most productive
inclusion programs, the insufficient funding provided for
scaling up childcare, and the lack of policies to address
the long-term care needs of an aging population. In all
such cases, the country’s complex political economy
and weak capacity for inter-governmental coordination
undermined change.

Paving the way: 10 policy reform
proposals

To meet the challenges of the future, Bragil’s social
protection and labor system will need to enhance its
traditional income support by adding design features
that promote economic opportunity for and foster the
resilience of Bragilians at all different stages of the
lifecycle. This policy note recommends 10 key reforms
gleaned from recent analytical work that would deepen
the capacity of the social protection system to continue
fostering inclusion, growth, and resilience. While
Bragil's social protection and labor (SPL) expenditures
are already at the same level as countries with similar

P Figure ix. Direction of fiscal and poverty impacts of the proposed reforms to Bragil social protection system
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revenue capacity, the proposed reforms could make the
system more efficient and equitable, without necessarily
increasing structural expenditures, provided that reforms
are implemented in mutually-reinforcing packages.
To increase the resilience of the future workforce
and households, the note proposes (see figure ix): (i)
enhancing the efficiency of unemployment programs; (ii)
expanding financial instruments available to households
to manage income volatility; and (iii) integrating climate-
responsive features into social assistance programs.
To increase the opportunities available to all Bragilians,
the government could: (iv) find more and better ways
to deliver early childhood development programs and
(v) develop new policies aimed at supporting workers in
job to job transitions or first labor market entrants. To
strengthen the impact of the social protection system
in reducing poverty, the government could consider: (vi)
consolidating the various targeted transfers for working
families into a single program and (vii) investing in
building the capacity of the Reference Centers for Social
Assistance (CRAS) to deliver social services. To be able
to finance these ambitious changes, it will be necessary
to increase the efficiency and equity of spending,
particularly of spending on children and youths as
follows: (viii) coordinating explicitly non-contributory
pensions with the design of the contributory minimum
pension; (ix) add innovations to the SA delivery system
based on lessons learned from the experience of
implementing the AE program during the pandemic;
and (x) reducing differentials in contributions and taxes
paid on earnings across different legal forms of working,
whether dependent or autonomous.

M short term impacts
M medium term impact
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unemployment
cash programs

Reduce Minimun

differentials in pension benefit
labor taxation reform

Fiscal impact
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Source: Authors.



The 10 policy reforms proposed in this policy note are as follows:

1 Consolidating fragmented transfer

programs for working families

Several cash benefits that are supposed to be targeting
poor workers are in practice benefiting families with
higher incomes. Therefore, it is suggested to introduce
a universal transfer for each child, combined with a
means-tested benefit targeted to poor households.
The child benefit would consolidate existing transfers,
which are currently scattered across different fiscal
policies (the child and youth benefits provided by
the CCT program, the Saldrio Familia credit to social
insurance contributions, and child-related deductions
to personal income-tax). The means-tested component
would be uniquely targeted to the poor, and consolidate
the family-level benefit in the CCT program, with the
wage supplement provided by Abono Salarial; the value
of this means tested benefit would taper off above
the eligibility poverty line in order to give recipients an
incentive to participate in the formal labor market. The
reform would make the system more equitable (figure
x), largely address exclusion errors, and would foster
human capital accumulation in children, the future
workforce of Bragil.

) Figure x. Simulated incidence of the proposed
consolidated transfer for children and low-income
families, compared to sum of all major fiscal
transfers for families in 2019
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Source: Authors’ simulations based on the 2019 BraSIM
Microsimulation Tool. Note: The figure shows the incidence of
the proposed consolidated transfer, compared to the incidence
of all family-focused transfers (Bolsa Familia, Abono Salarial,
Salario Familia and the Child deduction to income tax).

The 2019 pension reform, which raised contribution
rates, raised retirement age parameters and reduced
benefits, slowed down the growth of the pension deficit,
but concerns about the sustainability of the pension
system remain. The level of the minimum old age
pension in Bragil is higher than international standards
and is resulting in an imbalance of support and
protection across different generations in favor of older
people. To make the system fairer and to free up fiscal
space for other important investments, pro-rating the
contributory pension according to the number of years
of contributions can be considered (see figure xi), which
would then be complemented by a social assistance
transfer for eligible poor elders (or even by a universal
old-age benefit) up to a minimum benefit guarantee. The
non-contributory pension would remain an important
guarantee for the elderly, while at the same time the
new program would restore the right incentives to
encourage working-age adults to contribute as anyone
with a contribution history will be entitled to accrue
pension benefits. Reforming the current high minimum
pension would yield substantial fiscal savings. Over
time the benefit value could be indexed to cost-of-living
indexes rather than the minimum wage, as the latter is
meant to serve labor market policy objectives.

and contribution rates for workers
in different legal forms of working

3 Reducing the differentials in the tax

The tax wedge on formal dependent employees in
Bragzil is one of the highest in LAC because of high non-
wage costs, especially for low-productivity (minimum
wage) workers. In contrast, non-dependent workers
are subject to special tax regimes and reduced social
insurance contributions, which makes employers
unwilling to hire them. To eliminate these distinctions
between different forms of work, it is suggested: (i)
reducing the difference in taxation and contributions
levels from a dependent wage employee and a self-
employed worker; (ii) aligning taxes across different
types of incomes (such as dividends/profits, pensions,
wages, and rents) to achieve tax neutrality; and (iii)
increasing the progressivity of  personal income
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P Figure xi. Consolidating the components of old-age pensions (BPC and rural pension) and the

prorated minimum contributory pension guarantee
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Source: Authors.

tax system.These would be obtained by applying a
maximum to the salary base of the employer’s social
security contributions, equaliging the contribution
rates of Consolidacéo das Leis Trabalhistas (CLT)
workers? and self-employed workers, and by increasing
the contribution rate of individuals under the micro-
entrepreneurs and SIMPLES regimes.

programs for formal workers in the
current and future labor markets

:| Reforming unemployment protection

The way in which unemployment insurance is currently
designed in Bragil is flawed as it provides perverse
incentives that dissuade workers from seeking
employment because of frequent dismissals and long
job searches. To increase the efficiency of unemployment
protection programs, policymakers could consider the
Bragil's Seguro Desemprego can implement parametric
changes regarding access conditions, reducing the
generosity of the benefit, as well as redistributing co-
responsibilities. Following international best practices,
individual savings accumulated in the Fundo de Garantia
por Tempo de Servico (FGTS) should be used as the
first line of financing for unemployment claims, while
subsidiged funds from the risk pool would be accessed
only after the worker's FGTS savings are exhausted
(figure xii). This may make payouts last longer in case
the individual needs time to find a better job match,

2 Dependent formal sector workers.

but without incentiviging informality or unnecessary
long unemployment spells. Sequencing and integrating
severance pay, social assistance, and social insurance
would also make the unemployment insurance program
better suited to long-term unemployment and would
address the incentive issues caused by the current
benefit.

Informal workers remain ineligible for social insurance,
even though many can be defined as poor and vulnerable.
Financialinclusion policies that stimulate the creation of
precautionary saving schemes are needed to strengthen
the income resilience and financial literacy of the
poor and vulnerable. The Cadastro Unico and the CCT
program can be used to provide saving products to this
vast population, particularly those who come under the
Emancipation Rule (Regra de Emancipagdo) formaliged
in Bolsa Familia, according to which recipients of the
program can try out a formal job without fear of losing
the benefits for up to two years even if their income rises
above the eligibility threshold. International experience
shows that saving products bundled with insurance
reduce the chances of families relapsing into poverty
by providing them with the tools to manage the cost
of shocks. However, Bragil has yet to pursue this policy.



» Figure xii. Unemployment payouts if unemployment insurance (Seguro Desemprego) and individual

savings accounts (FGTS) were coordinated

1,400

=
n
o
o

O) O) O)
1,000 80% 80% 80%

Unemployment Benefit in BRL

800 60%
600 40%
400
20%
0
1 2 3 4 5 6 7 8 9

100%

80%

Replacement Rate

0%

Months of Unemployment

FGTS + Multa Financing

¥ Public Financing

O Benefit Replacement Rate

Source: Morgandi et al (2021).

Note: Unemployment benefit for dismissed worker with a pre-unemployment wage equal to 1.5 of the minimum wage and job tenure of 24 months.

6 Expanding, revamping, and retargeting

active labor market programs

Extending economic inclusion to cover
rural areas

Bragil's active labor market programs (ALMPs) are
limited to providing training, which is quite widespread
but is not coordinated. The delivery of ALMPs in Bragil
needs to follow a structure that starts with a profiling
stage (during which a professional assesses the
worker’s ability and work history) and continues with
the provision of such services as career counselling,
jobseeking support, structured skills development,
socioemotional skills development, and/or the provision
of a temporary wage subsidy to enable an individual
to accumulate work experience. The main challenge
to implementing such a structure is likely to be in
coordinating actions and institutions rather than any
financing constraint. Expenditures in the Fundo de
Amparo ao Trabalhador (FAT) should be reallocated away
from regressive supplements to formal workers and
used in greater share to invest in intermediation and
ALMPs available to all workers. The public employment
service at the local level (Sistema Nacional de Emprego
or SINE) should be revamped in terms of quality of
services, protocols and coordination to other public
policies. Also, job seekers should be allowed to continue
receiving unemployment insurance while they are using
ALMP services.

Productive economic inclusion (PEl) programs around
the world have yielded positive results in terms of
protecting and increasing the income, assets, and
savings of the marginaliged if the programs are well-
coordinated geographically. Bragil has a tradition
of experimentation in economic inclusion policies,
especially in the rural sphere, that yielded positive
results, but most programs succumbed under fiscal
adjustment. The main challenge for the future will be to
identify the most appropriate and effective institutional
arrangements to deliver such programs at the local level,
with steering, quality control and financing by federal
and state governments. Cadastro Unico and SUAS, the
United Social Assistance System, will be central in these
coordinating efforts across the country, especially to
support the critical phase of identification of potential
beneficiaries, profiling and diagnostic of needs. More
integrated use of existing data and improvement of
Cadastro’s intake questionnaire can support such
effort. SUAS could then provide these households with
referrals to a set of coordinated interventions to meet
their needs, including to whatever PEI programs might
be available locally.
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The resilience of the population in the face of
climate change will be critical to support Bragil's
competitiveness and productivity going forward.
Adaptive social protection (ASP) can enhance the
capacity of families and communities to prepare for,
cope with, and adapt to covariate shocks flexibly and
rapidly. Although Bragil has a well-established social
protection system, it currently lacks the readiness
and ability to mount timely and appropriate response
to emergencies. Some of the best practices developed
during the pandemic and with Auxilio Emergencial
could be mainstreamed for future disaster response.
Therefore, it is recommended the development of an
integrated ASP strategy with a fiscal commitment
that could devise a way to react to the country’s most
recurrent and disruptive climate-related shocks (such
as excess rainfall and droughts) in a faster and stronger
manner than at present. Household and community-
level data from the Cadastro Unico could be used to
identify their ex ante risk and the likelihood of ex post
damage from disasters.

and services

9 Strengthening CRAS network

In-person social assistance networks will continue to be
fundamental to the delivery of social protection services
even with the increasing digitaligation of access. Active
search function makes it possible to find extremely poor
families wherever they may be located, including those
in rural areas, and these data could be used to inform
labor policies and the design of economic inclusion
programs. It is suggested strengthening the CRAS
as the center for referrals and for the coordination of
social protection policies in each municipality, including
referrals to economic inclusion policies for the poor and
vulnerable. The functions of the CRAS offices should be
extended to encompass monitoring machine-induced
errors, implementing a more systematic and integrated
needs assessment that can then trigger intensified
case management and referrals, developing effective
approaches to complex problems (such as gender-
based violence) and to serving vulnerable groups such
as refugees and migrants, and teaching beneficiaries
how to access digital services, which will be a necessary
condition for social inclusion in the future.

Extending coverage of early
1 O childhood development services by

adopting new ways to deliver them

Early childhood interventions,
coordinated with the social assistance and health
systems, are a cost-effective instrument to support

home-based integral development of children. A set

development

of improvements to the existing efforts by federal
and state governments could support the scaling up
to all Bragilian municipalities. The introduction of new
delivery modalities, for example, using technology to
deliver services (e.g. mobile app, whatsapp, etc), would
reduce costs for municipalities. The development of
protocols for interacting with specific groups (such as
indigenous people and quilombolas) would improve the
quality of interventions. Home visits remain an effective
way to support households most in need in a range of
psychosocial needs, including parenting practices.
These should be coordinated with other municipal
activities of SUAS and integrated with the family case
management protocols.



CHAPTER 1

Introduction

his policy note assesses how Bragil’s social
T protection and labor systems can be reformed

most effectively to meet the challenges that
the country will face in the next two decades while
fostering social inclusion and shared prosperity. The
note draws on a large body of recent analytical work
on Bragil's social assistance, labor market policies, and
social insurance carried out by the World Bank team in
Bragil during the past couple of years (see table 1), while
its recommendations are built on information contained
in official databases and on administrative data. The
team also consulted with government officials at
several points in the process and elicited their feedback
on its findings and results.

The methodology used in this note consisted of
microsimulation models developed by the World Bank
specifically for the analysis of social protection and
calibrated to Bragil's circumstances. We used ASPIRE
to classify social spending, BOOST to simulate pension
scenarios, and BraSim and BraSim de jure tax benefit
models to simulate parametric policy changes and to
suggest ways to redesign the programs accordingly.

The note focuses on the design and structure of the
social protection and labor systems as a whole and
thus concentrates on federal-level policies. For a more
detailed discussion of the diagnosis of each sector, we
refer the reader to the original papers as listed in table
1. However, we recognige that regional differences and
the territorial dynamics of the labor market may play
an important role in shaping the demand for social
protection programs. So we discuss the relevance of
context in the local implementation of specific policies
such as employment services and the early childhood
programs and in the need for coordination among local
CRAS offices in the delivery of social assistance.
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CHAPTER 1

» Table 1. Latest World Bank publications on social protection and labor in Bragil

Bragilian tax and benefits
model

Reform of unemployment

rograms . .
prog International Experience

Bolsa Familia’s Regra de

Balancing Stability and Transition: A First Assessment of

BraSim Microsimulation Tool: Technical Document 2020

Enhancing Coverage and Cost-effectiveness of Bragil's
Unemployment Protection System: Insights from 2020

Permanéncia Regra de Permanéncia in Bolsa Familia 2021
Financial instruments for Enhancing Resilience of Low-Income Workers in Bragil: 5021
low-income workers Financial Instruments and Innovations
Economic and Fiscal Impacts of Veneguelan Refugees and 5021
Studies of the integration of  Migrants in Bragil
Veneguelan migrants in Bragil
Integration of Veneguelan Refugees and Migrants in Bragil 2021
Bmsll s Human Capital Bragilian Human Capital Review - Invest in People 2022
Review
Auxilio Emergencial: Licbes da experiéncia brasileira em resposta a 5021
COVID-19 - Surmmary Note
Sharing Lessons Learned from Bragzil's Social Protection 5021
Response to COVID-19: The Auxilio Emergencial Program
Lessons le.arned from Auxilio Coverage Profile of Bragil's Auxilio Emergencial and Special
Emergencial Design Features for Protecting Women and Other Vulnerable 2022

Groups: Lessons from Bragil's Auxilio Emergencial.

Sharing Lessons Learned from Bragzil's Social Protection
Response to COVID-19: Auxilio Emergencial Digital Accounts 2022
and Innovations in Payment Systems

Subnational pension regimes

Addressing gender-based
violence through SUAS

Bragzil Expenditure Review Bragil

Economic Inclusion Strategy Inclusion Policies

Adaptive Social Protection in

Bragl System.

A key message that arises from the analysis is
that the social protection system has been central
to Bragil’s social progress, particularly after the
establishment of the democratic constitution. Bragil
has made important advancements in the provision of
social protection in the recent past. It has the largest
conditional cash transfer (CCT) program in the world
(Bolsa Familia), an early childhood development (ECD)

Subnational Civil Servant Pension Schemes in Bragil: Context,
History, and Lessons of Reform

Projeto Piloto Salvador: Prevencéo & Violéncia de Género por meio
do Sistema Unico de Assisténcia Social

A Fair Adjustment: Efficiency and Equity of Public Spending in

A Profile of the Poor in Bragil's Labor Market and Economic

2022

2022

2017

2023 (forthcoming)

Towards Shock Responsive Social Protection in Bragil:
Assessing the Adaptiveness of Bragil's Social Protection

2023 (forthcoming)

program with capillarity, an extensive network of
social assistance offices covering almost all of the
5,570 municipalities in the country, and a large single
beneficiary registry (Cadastro Unico). The country is
also well prepared to deploy fast, extensive, and agile
responses in times of emergency. This was particularly
evident in the case of the policies implemented by
the federal government during the COVID-19 crisis,



including labor packages and the largest temporary
social assistance transfer in the world (Auxilio
Emergencial). However, the important supportive role
played by the social protection system during the
COVID period had implications for the tax system and
the government’s macro development strategy. This
note is a companion piece of the Alternative Futures for
Bragil: Inclusion, Productivity, Sustainability Report, that
discusses these abovementioned areas, and presents
recommendations regarding tax reform and the need
to review Bragil's growth model.

Despite these impressive advances and significant
spending, Bragil’s social protection programs have
had only mixed results in terms of reducing inequality
and overcoming the structural determinants of
poverty that limit increases in productivity. Although
Bragil has developed social protection policies in almost
all possible areas (in line with the World Bank's ASPIRE
classification of social protection programs),® the

breadth and reach of these programs is unbalanced.
Structural spending analysis for 2019 shows that the
elderly are the most well-protected against the risk
of poverty, children and some working adults remain
more vulnerable. Pensions represent a large share (8.2
percent) of GDP spending, social assistance and labor
market policies account for only 2.1 percent of GDP in
2019 (figure 1)*.

To achieve sustainable growth that leads to shared
prosperity, it is essential to foster the accumulation
of human capital and to protect it in times of shocks.
Bragil has used CCTs to support the achievement of
universal coverage in basic education, which accelerated
human capital accumulation prior to the COVID-19
crisis. This accumulation was also fostered albeit more
modestly by efforts to support productivity growth
and the economic inclusion of the poor. In this note, we
highlight the fact that few of these initiatives have been
implemented at scale to address multidimensional

“Social protection spending is dominated by contributory and noncontributory pension

programs.”

) 4

Figure 1. Overview of the major federal social protection programs in Bragil as percentage of GDP (2019)
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Source: Based on data from Portal da Transparéncia of the Government of Brazil for 2019. Excludes spending for pension schemes for

civil servants.

Note: Expenditure classified according to WB ASPIRE methodology: Sl=Social Insurance, SA= Social Assistance, and LM=Labor Market.

3 The Atlas of Social Protection Indicators of Resilience and Equity.
4 Figures 42-43 discuss trends in 2020-2021, which saw rise a rise in social assistance and labor expenditures.
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vulnerabilities. For example, providing transfers to low-
income households does little to address the structural
problems that limit the economic participation of
household members. These structural weaknesses,
particularly those that prevent human capital
accumulation, reduce the resilience of households, who
have to draw down their limited physical and human
capital assets in the event of shocks.

Several global changes in the coming decades will
make it necessary for governments to adapt their
social protection and labor (SPL) systems so that
new opportunities can be seiged and new risks can be
mitigated. In the period between now and 2040, Bragil
will undergo a few key transitions that will challenge
the sustainability of several of its social protection
programs as a result of three global “megatrends:™

Demographic change characteriged by an aging
population will put unsustainable pressure on the
system, particularly on pensions. By 2040, the bulk
of the Bragilian population will be of working age
but no longer young, and many will need to navigate
the labor market with low levels of education. The
number of children - Bragil's future workforce -
will decrease, and in the meantime, nearly half
of today’s children live in poverty. The number of
adults aged over 65 is projected to double, making
current retirement promises difficult to sustain,
even after the recent pension reform. Also, the
COVID-19 pandemic resulted in immense setbacks
in human capital accumulation, which will have
a lasting negative impact on the labor force of
the future and on their need for social protection.
The challenge that countries around the world are
grappling with is how to recoup these losses and to
recover the pace of human capital accumulation to
accelerate economic growth.

Climate change will make the population more
vulnerable to shocks and will accelerate the
structural transformation of the economy. The
effects of global warming in Bragil are expected to
include more frequent natural disasters and lower
agriculture productivity. Meanwhile, the declining
competitiveness of carbon-intensive industry will
accelerate a structural shift in the economy toward
services.

Technological change and changes in the world
of work will reshape both the production and
consumption of goods and will increase the risk of
unemployment among workers who are unable to
acquire the skills needed to work with (or compete
with) the newer technologies. It can be anticipated
that as the number of stable and dependent jobs
decrease, there is a risk of many workers losing
access to social insurance.

Rethinking Bragil's SP system will be critical to
enabling the country to become more inclusive,
prosperous, and equal society. Bragil already spends
an adequate amount on SPL programs compared
to countries with a similar revenue capacity, but in
this note we argue that what is needed in order to
educate and prepare productive workers for the future
is to reassess today's social protection investments,
particularly in terms of redistributing protection across
age groups.

The note also makes the case that several reforms
could make the system more efficient and equitable
without necessarily increasing fiscal costs. We
present various reform options aimed at increasing:
(i) resilience by making unemployment programs
more efficient and by creating more instruments to
enable households to manage income volatility; (ii)
opportunity by expanding the ways in which early
childhood development (ECD) programs are delivered
and by supporting vulnerable workers to transition
between jobs; and (iii) equity by consolidating targeted
transfers to working families and by widening the
social assistance services provided by the Reference
Centers for Social Assistance (CRAS). We also
suggest another set of reforms to financing and
delivery systems, such as reducing pension privileges,
consolidating non-contributory old age pensions or
introducing a minimum pension reform, permanently
incorporating innovations from the COVID-19 Auxilio
Emergencial program into delivery systems, and
revisiting financing/taxation.

The note is structured as follows:
Section 2 presents a brief overview of the Bragilian

social protection system and its evolution since the
country’s redemocratigation in the late 1980s.

5 These trends are explored in greater detail in Alternative futures for Bragil (World Bank, forthcoming), the companion publication to

this note.



Section 3 dives deeper into the three megatrends
(demographics, climate and technological changes)
that will affect Bragil over the next two decades and
that will make it necessary to prepare and adapt the
current social protection and labor systems.

Section 4 provides a diagnosis of the current social
protection, social insurance, and labor market
systems through a resilience, opportunity, equity,
and sustainability conceptual framework.

Section 5 presents a vision of how a revamped
SPL system would be able to address both the
historical and forthcoming issues that the Bragilians
of the future will face and presents 10 proposals
for reforms that would yield a system capable of
meeting the challenge.
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The Challenge:
Recent social
gains and
remaining gaps

Bragil is world-renowned for the progress that it has made in increasing the coverage
of social protection through its social assistance programs and its delivery system,
including one of the largest CCT programs in the world.

« The 2014 crisis halted gains in poverty reduction. However, when faced with COVID-19,
the Bragilian social protection system responded promptly with various measures on a
massive scale.

« Bragil also made significant progress in developing the human capital of the poor, but
the pandemic reversed years of gains, and it will take more than a decade to get back
to pre-pandemic levels of educational achievements.

Nearly half of today’s children, who constitute the workforce of the future, are raised
in poor households. Poverty reduces their ability to take advantage of services and to
prepare themselves for the sophisticated labor market of the future, which will require
a range of cognitive, digital, and soft skills.

« About 70 percent of Bragil's projected workforce in 2040 is already older than 24
today and beyond the reach of traditional education, while 40 percent of them did not
complete secondary education. Therefore, increasing labor productivity in the future
will require immediate and sustained investments in lifelong learning programs.



2.1 Evolution of Bragil’s social
protection system

Since Bragil’s democratigation in the late 1980s,
the country has become world-renowned for its
policies aimed at including the poor and vulnerable
in the social protection system. The 1988 Federal
Constitution, also known as the Citigen Constitution,
was the catalyst for the expansion of social rights
and of access to public services, including a public-
financed social protection system. This system was
built on three pillars: (i) social insurance; (ii) health
care; and (iii) social assistance. During the 1990s,
the way in which public services were provided was
substantially reorganiged with the creation of 1,438
new municipalities, the expansion of the civil service
workforce, and the development of hundreds of new
subnational pension schemes for local civil servants
(Zviniene et al., 2022). However, as shown in figure 2,
labor and social insurance programs were far more
developed than non-contributory social protection,
reflecting the social contract that underlay Bragil's

corporatist past. It was not until the 2000s that an
effective social assistance system was established,
through the creation of the single registry (Cadastro
Unico), the consolidation of several state-level benefits
and in-kind transfers in the Bolsa Familia program,
and the institution of the national social assistance
network (Sistema Unico de Assisténcia Social or SUAS).
Unlike the labor and social insurance programs, none of
the new generation of social assistance programs was
enshrined in the Constitution.

Social assistance, being the most recent branch
of Bragzil's social protection system, has a more
innovative design than the country’s labor market
and pension programs. Avast literature has highlighted
the problems of design and sustainability that bedevil
Bragzil's pensions and labor benefits, which have proven
difficult to solve. Social assistance, particularly Bolsa
Familia, from inception was developed according to
technical and evidence-based design, with monitoring
and evaluation systems that surpassed until recently
the ones in place for contributory benefits.

P Figure 2. Evolution of the social protection system and labor regulations in Bragil

1980s & 1988

1920s 1930s 1940s 1950s 1960s 1970s

Constitution 1990s 2000s 2010s 2020s

Social Insurance System for Formal-Sector Workers

1920s-50s: Initial 1960s: 1970s:
public pension Core Expansion
schemes for workers pension to domestic

in specific industries,
civil service, military

legislation workers,
adopted  Self-employed,
rural pensions

1936: 1940: 1970s:
Saldrio  Minimum Abono
Familia Wage Salarial,
1943: PIS/PASEP
CLT SINE

Constitution

Social Assistance for the Poor

1998: 2003: 2019:
RGPS RPPS Pension
Pension Pension Reform

Reform Reform

1986: Ul 2017: 2020:
1988: Labor BeM
Labor and Reform
benefits
rights in

1955: 1988: 1995: first 2001: 2011: 2020:
intro of Rights to SA  municipal Federal Brasil Auxilio

school in constitution ~ CCTs CCTs, Sem  Emergencial
feeding for all those 1993: Cadastro  Miséria 2021:
program who need it  Organic SA Unico 2016: Auxilio

Law, BPC 2003: Crianca Brasil
Bolsa Familia Feliz  2023: New
Bolsa Familia

Source: Authors’ elaboration, based on World Bank (2018).
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‘Assuming perfect program implementation, about 90 percent of Bragilian households
have at least one member eligible for a protected source of income through a formal labor
contract (via social insurance), old age benefit, or social assistance cash transfer.”

Figure 3. Households with access to a protected source of income

7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000

0

146 358 537 727 951

1 2 3 4

1122 1,392 1,806 2,537 6,513
6 7 8 9 10

Per capita income decile, post transfer

None of the above M Bolsa Familia M Seguro Desemprego M Formal Private Employee

BPC M Pension M Public Worker

Source: BraSim microsimulation model developed by the World Bank Poverty and Equity team, based on PNADC 2019 dataset.

Note: The model identifies receipt at the household level of at least one protected source of income through a transfer, a private formal
job, or a government-provided job. Households that receive multiple benefits/protected incomes were assigned to the category with the
most secure income, in this order: Public worker, Pensions, BPC, Formal Private Employee (CLT), Seguro Desemprego, Bolsa Familia. The
BraSim model theoretically applies benefits to all eligible families, assuming perfect implementation.

While Bragil's social protection system was
expanding, access to education and childcare was
increasing. Between 2000 and 2019, net enrollment
rates in preschool (5 to 6-year-olds) jumped from 66
percent to 94 percent and more than doubled in upper
secondary. Upper secondary school dropout rates
decreased from 10 percent in 2010 to 5 percent in 2019
(INEP, 2021). In the same period, the total number of
entrants into tertiary education courses rose from just
over 2.5 million to around 3.6 million. Also, childcare
coverage grew from 14 percent in 2001 to 37 percent
in 2019. Nevertheless, these services are still largely
inaccessible to poorer families and those who live in
rural areas (OPNE, 2021).

As a result of the incremental expansion of benefits,
Bragil’s social protection and labor system offers

almost all households some form of protected income.
Simulations suggest that, until the recent pandemic,
about 90 percent of households in theory had at least
one member eligible for a protected source of income
through their formal work status, old age, or their level
of household income® (figure 3). These simulations
assume the perfect implementation of each program.
Despite this high percentage, the level of protection
and income security varies across the population, with
informal workers in the middle income deciles, the self-
employed, and young people with no children being
the groups with the lowest coverage. Also, this broad
coverage does not translate into equality in terms of
generosity. The far reach of the system also explains
why it is so politically complex to alter its design, given
that so many people might be afraid of losing out as a
result of the change.

6 It is important to highlight that 90 percent is the share only if the social protection system works perfectly, in other words, if
all families claim the benefits to which they are entitled, all benefits are available, and there are no waiting lists or misinformation.



Figure 4. Trends in poverty and in the growth of the middle class in Bragil over time
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Source: World Bank Poverty and Inequality Platform (https://pip.worldbank.org/home) and World Bank (2022) Brazil - Macro Poverty

Outlook, October, based on Pnad Continua 2011-2021.

Note: Poverty rates are computed using international poverty lines applied to Brazil in 2017 Purchasing Power Parity USS.

The decade starting in 2010 was marked by economic
growth, the 2014 crisis, and a reversal in poverty
reduction. Until the 2014 economic crisis, Bragil's
economy was characteriged by remarkable GDP growth
and falling poverty rates (figure 4). This was aided by
the pro-poor nature of economic growth and intentional
policies, such as Brasil Sem Miséria (BSM), which helped
14 million people overcome extreme poverty through
income guarantees, productive inclusion measures, and
expanded access to utilities and housing. This process
continued the steady expansion of the emerging middle
class. However, the 2014 crisis was a turning point
for inclusive growth. Extreme and moderate poverty
increased, and before Bragil had fully recovered, mostly
because of a persistently sluggish labor market, the
COVID-19 crisis hit in early 2020 (World Bank, 2021a).

The recession of 2015 created demand for pension
and labor reforms to stimulate recovery and reduce
budget deficits. The resulting 2017 labor reform
liberaliged several work relations in an attempt to
increase formal employment opportunities and widened
the scope for collective bargaining on labor regulations,
but it also reduced the mandatory financing of unions.
This was followed in 2019 by a pension reform that
tightened some benefit eligibility conditions and
somewhat reduced benefit generosity, bringing Bragil
closer to global benchmarks. It also created a legal

framework for reforming subnational pension schemes.
However, fiscal retrenchment due to the recession
resulted in more than 1 million eligible families being on
the waiting list for the Bolsa Familia conditional cash
transfer (CCT) program between 2016 and 2020 and
cut the budget of many in-kind programs established
in previous years, especially those aimed at furthering
economic inclusion.

Bragil was severely hit by COVID-19, with over
600,000 deaths in 2020-2021, a sharp fall in
employment rates, and losses of human capital.
Human capital losses were severe, and preexisting
inequalities in access to clean water, the internet,
private healthcare, and social protection meant that
some households lost even more human capital than
others from the pandemic. The high mortality of the
younger population” had negative social and productive
implications for the country. The primary caregivers
of about 2.4 per 1,000 children in Bragil died between
March 2020 and April 2021 (Hillis et al, 2021), and
these children will remain exposed to a long-term risk
of poverty and deficient care.

Despite this bleak picture, Bragil’s social protection
response to the COVID-19 crisis was internationally
recogniged as a model of robustness, coverage, and
speed. To protect the most vulnerable population, the

7 People under the age of 65 represented only 11 percent of official COVID-19 death rates and excess mortality in developed countries,
but in Bragil, the disease unexpectedly hit the young and working-age population, with 32 percent of deaths and 28 percent of the excess
mortality of Bragilians in 2020 being among people aged under 59 years old (Demombynes et al, 2021).
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government introduced a set of measures including:® (i)
expanding Bolsa Familig; (ii) creating a temporary cash
transfer, Auxilio Emergencial; and (iii) providing subsidies
to encourage the maintenance of formal labor contracts
under the BEm (Beneficio Emergencial de Manutengéo do
Emprego e da Renda) and the BESE (Beneficio Emergencial
de Suporte ao Emprego) programs.® This constituted a
nmuch stronger social protection response than had ever
been attempted in previous crises and was among the
largest among middle-income countries (Gentilini et al,
2020).

Auxilio Emergencial reached more than half of the
population as it was able to build on the strengths
of the existing delivery system. Initially planned to
last just a few months, it was extended for two years
and reached 55.6 percent of the population. It targeted
three groups: (i) the pre-pandemic extreme poor and
socially vulnerable (BF beneficiaries); (ii) poor families
in the Cadastro Unico; and (iii) families who had fallen
into poverty due to the pandemic (the “extra-cadastro”).
The latter, about 32.8 miillion people, included informal
and self-employed workers who lost earnings during
the social distancing measures and who were not
existing beneficiaries of the social protection system
(Morgandi et al, 2021a).*° The implementation of Auxilio
Emergencial in Bragil was extensive enough to prevent
15 million people from falling into poverty.

Auxilio Emergencial introduced many operational
innovations that could be harnessed by the
permanent social assistance programs in Bragil.
These include identifying beneficiaries who are not
in the Cadastro Unico through a mobile application,
verifying the eligibility of beneficiaries through big
data crossing, paying transfers into social digital
accounts, enabling an automatic dispute mechanism,
and collaboration between several branches of the
federal government to deliver services. The experience

of Auxilio Emergencial showed that there are potential
complementarities between the digital and in-person
delivery of some social assistance services." Digital
accounts remain a permanent legacy of the program;
the other innovations have recently been studied in a
series of World Bank reports, have not yet been adopted
but have the potential to increase the accuracy and
efficiency of service delivery.

Bragil is entering the 2020s decade with unresolved
socioeconomic issues. Income poverty (along with
related malnutrition and restricted agency), fragile
and diminishing human capital, vulnerability to shocks,
and social exclusion are limiting Bragil's prospects for
income growth, social cohesion, and labor productivity
(World Bank, 2022b).

Half of the workforce of 2040 is growing up in
poverty today. Children’s human capital is important
for ensuring inclusion as well as for Bragil's future
prosperity. As Bragil's demographic dividend is ending,
the labor productivity of the future workforce needs
to keep up with falling numbers of workers. However,
nearly half (48 percent) of today’s children between
the ages of 0 and 18, who will enter the labor market in
2040, live below the Cadastro Unico’s poverty line, which
is similar to the international poverty line of US$5.5
per day in PPP, even after receiving the Bolsa Familia
transfer (PNADC, 2019).

Individual and municipal poverty rates remain
a strong predictor of lower human capital. Wide
disparities in human capital persist across regions,
race, and genders in Bragil (see box 1). The low quality
of education and the high rate of secondary school

8  Other measures included the suspension of monitoring of conditionalities in Bolsa Familia, the delivery of a wide range of social
protection services remotely instead of face to face, including the process of applying for unemployment insurance, and the suspension
of obligatory updating and verification of the Cadastro Unico.

9  One of the first responses to the COVID-19 crisis was the horigontal expansion of Bolsa Familia that brought 1.22 million families into
the program. The BESE and BEm programs were in place during the height of the crisis and enabled about 12.6 million employees to keep
their jobs between March 2020 and August 2021. https://www.gov.br/pt-br/noticias/trabalho-e-previdencia/2021/08/mais-de-tres-
nilhoes-de-acordos-entre-trabalhadores-e-empresas-foram-fechados-em-2021, accessed on October 29, 2021.

10 Individuals automatically considered eligible for Auxilio Emergencial included 19.5 million people enrolled in the Cadastro Unico who
were Bolsa Familia beneficiaries, 10.5 million individuals enrolled in the Cadastro Unico who were not Bolsa Familia beneficiaries, and 32.8
nillion people (out of 57.2 million who registered via app) in the extra-cadastro group. The first phase of Auxilio Emergencial provided a
benefit about three times larger than Bolsa Familia’s monthly benefit and about half of the minimum wage. The generosity of the benefit
decreased, and the eligibility criteria became stricter from the first to the third phase. The number of beneficiaries fell by 40 percent
between the first and the third waves of the pandemic, and the benefit value was reduced by 58 percent.

1 It was because of the country’s prior investments in the Cadastro Unico, regularly updated through the widespread social services in
the country, that Auxilio Emergencial was also able to capture traditionally vulnerable populations who are much less likely to have digital
access (Lara De Arruda et al, 2022).



dropouts remain key constraints to achieving better
and more equal human capital levels. Even before the
pandemic, in 2019, only six out of ten 19-year-olds
completed upper secondary (and even fewer completed
it before this age). This rate is closely correlated with
students’ socioeconomic origin. In urban areas, the
completion rate of lower secondary education is 80
percent, but in rural areas, it is only 67 percent. Many
factors explainthese differences: school disengagement,
long distances between dwellings and secondary
schools, teenage pregnancy, financial pressure, and
distorted information about the value of completing
education (Neri, 2009; BRAVA, 2017). The quality of
education is also a challenge, with nearly all secondary
students graduating with little proficiency in math. As
can be seen in (figure 5) human capital outcomes are
lowest in the North and Northeast regions.

A lack of access to and the poor quality of early
education contribute to Brazil’s low human capital

Figure 5. The geography of human capital in Bragil

Human Capital Index
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levels. The government adopted innovative policies to
support children’s cognitive and social development
in their first 1,000 days, including the creation of the
Crianga Feliz program (PLAN-UNDP, 2020), but its
coverage is spotty. Similarly, only 37 percent of children
aged between O and 3 years old were enrolled in creches
in 2019, and most of these being non-poor children.
Even preschool enrollment, despite being mandatory,
was not yet universal in 2019 and dropped significantly
during the pandemic period.”

Bragilians suffered severe human capital losses
after the COVID-19 crisis. Due to COVID-19, Bragzil's
preliminary score on the World Bank’s Human Capital
Index for 2020 dropped 5 points compared to 2019,
which is equivalent to nearly 10 years of progress
(figure 6). This was largely due to education losses as
Bragil's schools, both public and private, have been
closed longer than in any other country in the world
(Agevedo et al, 2020). Projections estimate that

Para
(State HCI: 0.54)

Ceara
(State HCI: 0.61)

Bahia
(State HCI: 0.55)

Sao Paulo
(State HCI: 0.63)

Rio Grande do Sul
(State HCI: 0.61)

Source: World Bank 2022c, Brazil Human Capital Review, Human Capital Index (HCI) Brazil 2020.

12 About 941 percent of children aged 4 to 5 years old were enrolled in preschool in 2019. https://www.observatoriodopne.org.br/

meta/educacao-infantil, accessed on October 29, 2021.
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“Due to learning and health losses, it will take at least 10 years for Bragil's Human Capital

Index to return to its pre-pandemic level.”

Figure 6. Estimated impacts of COVID-19 pandemic on Bragil’s HCI score and the number of years

necessary to recover to 2019 levels

A Long Road to Recovery
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0.62

0.60

0.58

0.56

0.54

Human Capital Index

0.52

0.50

2007 2009 2011 2013 2015 2017 2019

Calculated @ Optimistic Realistic

Source: Brazil Human Capital Review, HCI Brazil 2020.

@ Pessimistic

13 years —?—)

12 years —>:

|
l
2021 2023 2025 2027 2029 2031 2033

Health and Child Survival Bounce Back

Note: The estimation of number of years necessary to recover to 2019 levels used the average growth rates from 2007-2019.

learning poverty® in Latin America and the Caribbean
(LAC) could still increase by between 51 and 67 percent,
adding 10.8 miillion more children to the “learning poor,
while dropout rates could increase by 15 percent. There
are also other consequences of the pandemic that
are likely to have negatively affected learning but are
less well-understood such as socioemotional impacts
and the long-lasting effects of having to use distance
learning over a long period of time. Moreover, the extent
of the long-term damage to children’s health due to
the underuse of health services during the pandemic,
including immunigations, also remains to be seen.

Workers with low levels of education have a much
lower chance of getting astablejob thatincludes social
protection and are more vulnerable to the impacts of
labor market crises. Working-age adults in poverty and

with low education rates are overrepresented among
informal wage workers and the informal self-employed.
Inaddition to being deprived of access to unemployment,
accident, and disability insurance, informal workers
have to deal with greater income volatility from month
to month (Fietg et al, 2021). Even when not living in
poverty, they face a high risk of falling into it with any
single shock. Moreover, the widespread existence of
informal employment means that new labor market
entrants have fewer opportunities to develop skKills,
access training, and progress in stable careers in the
formal sector. Having a low level of human capital also
makes workers less resilient to crises. Recent research
has also shown that, among laid-off formal workers,
those with lower education take six more years to regain
their pre-dismissal earnings than those who have more
education (Silva et al, 2021).

13 Learning poverty is a combined measure of schooling deprivation and learning deprivation. https://www.worldbank.org/en/topic/

education/brief/what-is-learning-poverty



Box 1. Specific challenges faced by Afrodescendants in the labor market in Bragil

Arecent assessment financed by the World Bank investigated the difficulties that Afrodescendant youths
in Bragil experience in accessing the labor market using data from recent household surveys, the 2010
Bragil census, and qualitative interviews with youths. The study identified three key factors that drive this
inequality of access. First, from an early age, Afrodescendants are at a disadvantage in terms of access
to education and the quality of the schooling that they receive. The longer-term consequences of this are
that most Afrodescendants end up in low-skilled jobs with fragile employment ties and low pay. Second,
occupational segregation seems to cause white men, black men, white women, and black women to
occupy specific niches in the Bragilian labor market. For example, 60.0 percent of informal sector workers
are black, and more than a third (35.0 percent) are black men, whereas 45.0 percent of employers are
white men. Among the unemployed, the inequalities of race and gender overlap, with 47.3 percent of black
women being inactive and 8.9 percent being unemployed. Finally, discrimination is present in society and
is reflected in wage differences between equally educated individuals of different races or genders with
similar occupations.

Economic growth cycles can help to mitigate racial and gender inequalities in the labor market, but
inequalities usually return in periods of economic stagnation, thus nullifying the gains made during
years of economic growth. The study made some recommendations for making the labor market more
inclusive and reducing inequalities: (i) recogniging the existence of inequalities as a first step towards
building a more inclusive society; (ii) investing in research to identify the needs of minority groups,
including Afrodescendants; (iii) equipping teachers with the skills to deal with racism and other forms
of discrimination and reviewing school curriculum to build a safe environment in schools and promote
inclusiveness among students; (iv) providing continuing education opportunities to youths and adults
who were not able to access such opportunities in life; and (v) implementing affirmative action policies in
schools and in the private sector and promoting mental health policies for Afrodescendants.

Source: World Bank, Afro-Cebrap and Instituto Peregum de Referéncia Negra (2022).

Labor market inequalities also have an important
racial dimension: Afrodescendants, who account
for more than half of the population in Bragil, are
overrepresented among the unemployed, those working
informally, and those out of the labor force (figure 7). A
recent review conducted for the World Bank (see box 1)
showed that these differences in labor market outcomes
are not explained only by human capital attributes and
that Bragilian jobseekers of color continue to be subject
to wage and hiring discrimination, which keeps them in
poverty, makes them feel discouraged, and prevents
them from capitaliging on their investments in their
education.

Gender gaps also remain wide with women in the
bottom half of the income distribution constituting
the bulk of Brazil's adults who are out of work.
Despite girls having a higher level of human capital
than boys, women are disproportionately represented

among those who are out of the labor force along
the entire income distribution but particularly in the
bottom five deciles (figure 8). The gender gap in labor
force participation is as high as 20 percentage points
among the poorest (those receiving Bolsa Familia
benefits) (figure 9).

Family caretaking duties fall heavily on poor women,
forcing them to stay out of the paid labor force
(figure 10). The absence of a “laginess effect” among
the Bragilian poor, particularly among Bolsa Familia
beneficiaries, has been widely reported in the literature.
Providing public or affordable childcare is key to enabling
women to participate in the labor market and to take
advantage of training opportunities. When individuals
stay out of the labor force for long, their human capital
depreciates fast, and hence the ability of these women
to engage in productive work after their children have
grown up also diminishes.
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Figure 7. Labor status of white adults (left) and non-white adults (right), by income deciles
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Source: The World Bank, based on BraSim 2019 microsimulation tool.

Note: Employment according to attributed formal and informal labor market status: Trabalhador Auténomo (TA)=formal self-employed;
MEl=micro entrepreneur proprietor; SIMPLES=small firm proprietor; White race group is self-reported in PNAD Continua 2019. *Individuals
ages 18-46, not disabled body or not in education.

) Figure 8. Labor force status of women (left) and men (right), by per capita income deciles
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Source: The World Bank based on BraSim 2019 microsimulation tool.

Note: Employment according to attributed formal and informal labor market status: TA=formal self-employed (trabalhador autéonomo);
MEI=micro entrepreneur proprietor; SIMPLES=small firm proprietor; CLT=formal wage employee. *Individuals ages 18-46, not disabled
body or not in education.




» Figure 9. Labor profile of adults in Cadastro
Unico and Bolsa Familia, by gender
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P Figure 10. Reasons for being out of labor force
among the poor, by gender
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Source: Fietz and Lyrio 2021, based on Cadastro Unico data.
Note: Individuals ages 18-46, not disabled body or not in education.

Source: Fietz and Lyrio 2021, based on PNAD Continua 2019.
Note: Individuals ages 18-46, not disabled body or not in education.
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Bragil is destined to undergo several important
transitions in the next two decades, which will
reshape its population, the means of production,
and, ultimately, consumption.™ Technological change,
climate change, and demographic change will affect
most of the population and, accelerated by the changes
brought by the COVID-19 pandemic, will interact
with new ways of working and earning. The profound
changes in the way in which we produce will mean that
Bragil's social protection will need to be adapted to
address the vulnerabilities arising from these new types
of work relations and the greater volatility of income
associated with them.

3.1 Demographic change

Bragzil’s declining fertility rate will change its labor
market demographics by reducing the number of
young and prime age workers. The number of births
has been sharply decreasing since the 2010s, and
the national demography of the last decade has been
marked by a disproportionate share of young adults
followed by a much smaller cohort of children. This
oversiged youth cohort will be entering prime age in
the next two decades, while, because of the increase
in life expectancy, there will be a concomitant rise in
the numbers of elderly, especially women (figure 11). By

) Figure 11. Population pyramids in 1991, 2010, 2020, and 2040

1991

¥

<

[N

@

| ]
7

~

o

Female

U'lOU'lOU'IIOU'IOU'IOU"O
o
N

cll =
e
n
©R

COoOBZFRNMWWESAONNNSN®
X
i

S a
o
IS

-10

!
a1
o
al

10
Population in Million

2020

Male [ 7579 Female

-10

|
)]
©
@]

10
Population in Million

i3
-
#B o

<
=N
@

Female

N~
S a
~
]o

(o2}
LIJ'I
D
o

0-64
5-59
0-54
5-49
0-44
B=38)
0-34
=729
0-24
5-19

0-14

NN WWS ST Jo

_._\
7
o
(o)

[oNe)

0-04

-10

[
)]
o
)]

10
Population in Million

2040

Male 579 Female

-10

|
)]
o
a1

10
Population in Million

Source: Staff estimations using Census and IBGE population projections.

14 This chapter draws from the World BanK’s flagship report “Alternative futures for Bragil” (World Bank, Forthcoming).
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2040, the young cohort is projected to represent just 12
percent of the population, but the prime age cohort (those
aged 40 to 65) should be close to 34 percent (figure 12).

Figure 12. Estimates of population size by age
group in Bragil 2020-2060
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Source: United Nations Statistics for Brazil.

Young adults who are already in today’s labor force
will constitute most of the workers in 2040, and
40 percent of them have not completed secondary
education (see figure 13). Many of these older workers
will need to navigate an increasingly sophisticated
labor market with no secondary education and limited
foundational skills. Young adults who are poor have
even lower educational attainment than their peers,
with one-third of them having failed to complete
primary education.

Public education and training policies will need to
cater to the large cohort of prime age workers who
lack the foundational and technical skills that will be
needed in a more sophisticated labor market. Skills-
biased inequality in employment and wages will likely
widen in the future as demand for routine and manual
tasks falls and demand for cognitive and abstract
skills increases. Recent reviews have shown that this
is also happening in developing countries, just at a
slower pace. However, most Bragilian workers in 2040
are already in school now so would not be affected by
any reforms that might take place in the traditional
educational system in the next few years. Therefore,
it will be necessary to establish institutions designed
to help the adult workforce learn new skills during the

course of their working lives. It will also be essential to
offer them some sort of incentives, as the propensity
to participate in training is currently very low among
workers with less than a secondary education (figure 14).

Overall, the school age population will decrease,
though not necessarily the number of students. With
the demographic transition, the number of children will
continue to fall, and available spending per child is likely
to increase. This increase in resources would be a golden
opportunity to expand the coverage of early childhood
education and upper secondary school and to increase
access to tertiary degrees. Specific policies, including
social protection policies, will be essential to stimulate
the demand for educational and ensure effective
provision to the poor.

Imbalances in adult populations across states may
draw more workers from poorer to wealthier states.
There are wide disparities in demographics between
states in Bragil, with significantly more children living
in the north and northeast regions than elsewhere.
Dependency ratios are projected to increase at an
unequal pace by 2040, with states in the south and
southeast reaching above 0.7, the 2020 average for
high-income countries (HICs), while in the northern
region, dependency ratios are likely to fall. In states
with high dependency ratios, the time that working-
age adults will have to spend on taking care of children
and the elderly will increase. A higher proportion of
national pension spending will also shift to the south
and southeast, thus creating a regressive redistribution
of national resources from poorer to richer states. This
set of factors is likely to give workers an incentive to
move to more labor-constrained but wealthier regions.

Finally, aging will put additional pressures on several
areas of public spending, especially on pensions,
which will necessitate a renegotiation of benefit
rules and eligibility criteria. As the proportion of
older people grows, government spending on pensions
and other public services, such as health care and
elder care, is expected to increase as a share of GDP.
Social assistance expenditures may also increase to
protect those older people who are unable to access
social insurance pensions, particularly given the
stricter rules brought by the 2019 pension reform.
Further pension reforms and improvements in health
care administration may reduce the pace at which
expenditures in these areas will increase over the next
decades, but in the most likely scenarios, spending will
continue to increase.



» Figure 13. Education level of 70% of the labor
force in 2040, already of working age today
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» Figure 14. Share of adults that ever received
some form of training besides formal education
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Source: PNADC 2019.
Note: Sample of individuals ages 18-46 in 2019, who are projected
to constitute 70% of the working age population in 2040.

3.2 Technological change and the
new world of work

Technological progress will change the geography of
global manufacturing activity as well as the nature
of work for many Bragilians. The Internet of Things
(IoT), robotics, and 3-D printing will reduce the costs
of coordinating the globally fragmented production of
manufactured goods and make it easier to track and
monitor components as they move through the supply
chain. Advanced robotics will reduce labor-intensive
manufacturing and potentially bring production closer
to the final consumer. 3-D printing can meet the
demand for customiged, quickly delivered goods with
ninimal input of manual labor (Nayyar et al, 2021a and
ILO, 2019). Bragzil will need to accelerate the adoption of
these technologies to catch up with the living standards
in other parts of the world.

The global literature has warned about the negative
effects of automation on employment and wage
inequality. Over the last two decades, in developed
countries, employment and wages in occupations with
high content of routine tasks fell markedly, probably
due to technological substitution. These trends are a

Source: PNADC 2019.
Note: Individuals ages 18-46, with no disabilities and not in
education.

concern given the lack of skills possessed by so many
in Brogil's labor force. Past studies of the effects of
Bragil's adoption of digital technology have found that
it has had a range of different impacts on employment.
In general, low-skilled workers may benefit from the
expansion of firms via internet services (e.g. platforms
for simple tasks) but are more likely to lose their
jobs.™ Higher-skilled workers tend to benefit from the
introduction of new technology that complements their
sKills. In fact, survey data show that Bragilians perceive
automation as both a risk and an opportunity, with
much more negative perceptions being held by those
with lower education levels (IPSOS, 2019).

Workers in occupations that mostly involve routine
and manual tasks in Bragil are more likely than others
to be negatively affected by changes induced by
automation. These negative effects typically include
reduced labor demand and subdued wage growth. Data
for Bragil have shown a steep decline in the availability of
routine work in Bragil and an upward trend in the growth
of non-routine analytical type of jobs (figure 15 and
figure 16). Also, recent causal evidence shows that, even
when controlling for education and age, after a company
closes, displaced workers in occupations characteriged

15 Forinstance, rising internet penetration in Bragil was found to lead to lower employment for low-skilled workers performing manual
tasks (Corseuil et al, 2018) but not by as much as in other countries in LAC. The authors suggest that the policy environment (such as
labor regulations or wage rigidities) can foster a new optimal technology-workers mix within businesses.
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Figure 15. Changes in average task content of
occupations, by education level (2012-2020)
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Source: Alternative Futures for Brazil Flagship Report (Forthcoming).

by muostly routine tasks are more vulnerable to long-
term wage loss and higher unemployment spells than
those in occupations characteriged by non-routine
tasks (Martins-Neto, 2021).

The pandemic also boosted demand for digitally
provided goods and services and broadened the
range of jobs provided via the internet, though
these still constitute a small share of employment
in Bragil. Online platforms provide smaller companies
with unique opportunities to trade their goods and
services both locally and internationally. They also give
individuals the chance to find and perform work on the
internet. This is known as platform work, in which the
online forum connects remote workers with businesses
who have need of short-term freelance workers to do
piecemeal or assignment-based work. These so-called
microtasks tend to be small jobs that require a low
level of skill, take minimal time to complete, and yield
minimal remuneration. Estimates show that COVID-
related lockdowns led to a 50 percent increase in the
use of platform work in LAC in March 2020 and that
downloads of microtasks and freelance platforms
increased by 30 percent in the first quarter of 2020.
However, the platform worker population has been
estimated to be less than 3 percent of the global labor
force (Packard et al, 2019) and only about 1 percent
in LAC. Little is known about the welfare effects of

platform work in Bragil. In Bragil, platform work has

16 Law 13,467 of July 13, 2017.

Figure 16. Changes in average task content of
occupations, by age group (2012-2020)
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been associated with closing gender wage differentials
in local labor markets (Vieira et al, 2021) and might
also help to reduce race-based discrimination against
specific workers, which is still highly prevalent in Bragil.

These changes are occurring in the context of rising
labor market duality in Bragil’s formal sector, with
the formal self-employed being subject to lower
taxes but receiving fewer protections. In 2006, the
government introduced the simplified tax regime for
firms (SIMPLES) and allowed self-employed workers
to register as an MEI (individual microentrepreneur)
and thus contribute to social insurance and become
eligible for pension and disability benefits. These
moves were an attempt to reduce the complexities
involved in the formal sector, while avoiding the
need for comprehensive changes to the tax and
labor code. Under these simplified regimes, offering
services as an independent worker or firm became
far less costly than through the traditional dependent
employment. However, MEI workers are ineligible for
unemployment or accident insurance. In 2017, the
use of non-dependent workers was further liberaliged
by the removal of restrictions preventing businesses
from outsourcing.”® As a result of these economic and
regulatory changes, over the last 10 years there has
been a steady rise in the share of formal jobs occupied
by the formal self-employed (figure 18). The number of
registered MEls rose tenfold, from half a million in 2011



P> Figure 17. Contributors to social insurance, by
type of plan (2008-2020)
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(several years).

to 5.4 million in 2020. These formal self-employed, in
part, have replaced the formal dependent workers
displaced by labor market shocks in 2015 and after
the 2020 COVID-19 crisis.”

The phenomenon of pejotigacdo is likely to keep
growing, enabled by technological change, and
presents a problem for the sustainability of social
protection financing. Evidence on the first waves of
MEI registrations over the past decade show that the
MEI policy was successful in formaliging many previous
‘invisible’ workers (Hsu Rocha and De Farias, 2021). At
the same time, by allowing contributors to declare up to
five minimum wages in gross earnings per month with
minimal levels of social contributions, the MEI regime
over time also served as a convenient tax loophole
for professionals in the middle class. Evidence from
imputations from the Continuous National Household
Sample Survey (PNADC) suggests that MEI contributors
are today overrepresented among medium- and upper-
income earners (figure 17). Platform-based work and
internet-based outsourcing will likely fuel this process
further, especially given that the Bragilian judges have
already clarified the contentious issue that platform
workers are not dependent employees under the labor

17 Complementary Law 182 of July 1, 2021.

Source: PNADC 2019.

code™ A new startup law, sanctioned by the Congress,
further expanded the MEI regime by raising the
maximum revenue allowed.®

As informality is not expected to disappear in the
future, the discussion should shift to how to better
cover individuals in the context of technological and
structural changes in work relations. As in many
developing countries, few working-age adults in the
informal sector in Bragil are protected by the social
protection system. Informality is likely to grow as it is
the main way in which workers adjust to labor market
shocks when jobs are lost in the formal sector. Moreover,
young people are increasingly preferring to take
advantage of digital work opportunities and platform
freelance jobs than doing wage work within a rigid
contract, so the main challenge is to ensure that even
such forms of work provide workers with fundamental
labor protections and social insurance.

3.2 Climate change
There is a growing literature documenting the effects

of climate change on livelihoods in both urban and
rural areas in Bragil. Studies have found that climate

18 https://www.gov.br/casacivil/pt-br/assuntos/noticias/2021/marco/em-2020-numero-de-meis-teve-um-aumento-de-8-4,
accessed on December 13, 2021. In 2022, the number is expected to increase further, given the increase in the ceiling of revenues for
small entrepreneurs who wish to contribute in this subsidiged category.

19  Complementary law 182 of June 1, 2021.
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change in the form of both heatwaves and rainfall
have negative effects on productivity, labor markets,
and human capital accumulation. Disasters such as
landslides and flooding are the cause of 87 percent of
disaster-related deaths in south and southeast Bragil
(Pedroso, 2021). About 13 percent of the Brazilian
semiarid region (northeast and north of Minas Gerais) is
considered to be in an advanced stage of desertification.
The southeastern Legal Amagon faces the greatest risk
of climate-related changes (including Mato Grosso,
one of the heartlands of soy production in Bragil), with
rainfall projected to decrease by nearly 20 percent
and temperature increases anticipated to be the most
severe in the area.

Climate-related disasters like droughts, floods, and
landslides will continue to disproportionately affect
low-income households. These households tend to
be located in informal urban settlements with poor
infrastructure located in higher-risk areas (such as
steep slopes, creeks, and low-lying plateaus in urban
centers) and are starkly exposed to natural hagards like
floods and landslides. More than two-thirds (69 percent)
of households in these communities have household
per capita incomes of less than one minimum wage
(Cunha et al, 2018). Based on a high-impact scenario,
it is predicted that increased health spending due to
climate change will push an additional 1.3 percent of
the population below the US$1.9 poverty line by 2030
(figure 19).

Low savings and high discount rates limit households’
resilience to the multiple shocks of the future and
their ability to plan. Financial instruments like savings,
credit, and microinsurance could help the poor navigate
through shocks without depleting their assets or
permanently damaging their human capital (World
Bank, 2021b). However, few of the poor in Bragil have
sufficient savings or access to affordable credit and are
therefore often unable to raise money in an emergency
(figure 20). Also, although many Bragilians frequently
lose assets in floods and landslides, it is rare for the
poor to have any insurance due to their lack of financial
education and a lack of incentives for the private
market to serve these potential clients.

“Climate-related disasters and health

spending are projected to push an

additional 1.3 percent of the Bragilian

population to extreme poverty (US$1.9
PPP per day) by 2030

Figure 19. Estimated impact of climate change
on income for the bottom 40% and on extreme
poverty in Bragil, high-impact scenario
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P> Figure 20. Ability of Bragilian adults to raise funds in an emergency, by income quintile
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Source: World Bank (2021b).
Note: Ability reported by individuals through an objective survey.

In addition, global and domestic climate policies
will likely force Bragil into a ‘green jobs’ transition,
requiring its workers to adapt in order to survive.
Reaching net-gero emissions and transitioning to a
green economy often raise the concerns about job
losses. This transition is not expected to be overly
disruptive in Bragil thanks to its already relatively clean
and renewable energy matrix.2° However, for Bragzil to
remain competitive in global markets, resources and
investments will need to shift towards relatively low-
emission sectors.?' This transition is likely to have long-
term negative impacts on workers in “brown” jobs in
such industries as fossil fuels.??As always, the risk of
becoming unemployed is higher for vulnerable people
with lower education and less capacity to learn a new
occupation. The ability to switch from brown to green
or neutral sectors depends on several factors, including

differences between the skills need in the old and
the new occupations and geographical locations of
the jobs in question. An analysis conducted by Mealy
and Teytelboym (2022) suggests that there is some
potential in Bragilian green sectors such as wind,
hydroelectricity and solar power to absorb workers from
brown sectors based on their skills and occupational
proximity. However, there can be huge differences in the
transferability of the different skills used within a single
sector. Geography is another determinant of whether
the transition between brown and green sectors will be
smooth. Workers in the coal mining industry have skills
that would allow them to easily switch to green mineral
sectors (such as the extraction of graphite). However, in
this instance, that may depend on where the new jobs
are located and whether it would be possible for the ex-
coal miner to relocate elsewhere if necessary.

20 Renewables account for roughly 48 percent of the Bragilian energy matrix and over 80 percent of its power matrix.
21 World Bank's Bragil Climate Change Development Report (World Bank, forthcoming).
22 This analysis draws from the World Bank’s Bragil Climate Change Development Report (World Bank, forthcoming).
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4.1 The Equity, Opportunity,
Resilience, and Sustainability
Framework for Social Protection

This note takes a four-pronged approach to assessing
the ability and capacity of Bragil’s social protection
system to protect and promote the human capital of
its population. The World Bank recently launched an
update to its Social Protection strategy (World Bank
20220, World Bank 2012) that defined systems in
terms of their ability to promote resilience, opportunity,
and equity (ROE) throughout the lifecycle. In this note,
we build on this framework by adding a fourth goal
of efficiency and sustainability, which is an essential
element in the context of fiscal constraints and of
Bragil's already large social protection and labor system.
The four elements can be described as follows:

- Equityrefers to the ability of the system to protect
the population against poverty and against
loss of human capital. It covers both inadequate

accumulation and depletion of human capital as
a result of different shocks. A social protection
system can be considered to be fostering equity
if: (i) its programs provide sufficient protection for
the poor and (i) social protection financing is fairly
distributed across society, and public expenditures
are progressive.

Opportunity refers to the ability of the system
to promote the accumulation of human capital
and provide productive work for all. Promoting
opportunity for all requires using resources to
enhance labor productivity and human capital
accumulation. It also involves trying to balance
contributions and rewards for all groups in society
and providing individuals with ways to protect their
human capital and to access productive work.

Resilience refers to the ability of the system
to insure the vulnerable against the impact
of different shocks. A social protection system
that promotes resilience is capable of insuring

P> Figure 21. Bragilian Social Protection and Labor policy interventions for human capital accumulation
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Note: *Auxilio Emergencial (AE) was a temporary response to the COVID-19 crisis; the program was discontinued in 2021.
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individuals from present and future risks over their
entire lifecycle. It also guarantees access to social
protection regardless of the family's formal or
informal working status.

Finally, the efficiency and sustainability of a social
protection system is related to three essential
characteristics: (i) it has few overlaps between
programs; (ii) it delivers benefits and services
effectively and efficiently to the intended population;
and (iii) its expenditures and financing are fiscally
sustainable.

The Bragilian social protection system has all of these
characteristics up to a point as can be seen in figure
21. Nonetheless, in this chapter, we highlight some of
its important imbalances and deficiencies, which will
need to be reformed in order to ensure that the system
remains relevant and efficacious in the coming decades.

4.2 Equity: Is social protection
supporting those most in need
across the lifecycle?

Equity relates to the ability of Brazil’'s social
protection system to provide the population with
sufficient protection against poverty and loss of
human capital throughout the lifecycle. This section
evaluates each major program in terms of its coverage,
benefit adequacy, and progressivity. The analysis largely
relied on the microsimulation tool (BraSim) of Bragilian
tax and benefits. This allows to simulate the theoretical
incidence of fiscal policies on households across the
income distribution, even those not directly reported
in household survey. Total program expenditures in this
note were classified by function using the World Bank’s
taxonomy in the Atlas of Social Protection Indicators
of Resilience and Equity (ASPIRE). Box 2 discusses the
various tools used in this note.

» Box 2. Analytical approaches used to analyge the Bragilian social protection system in this Note




p Box 2. continue

Coverage of the Social Protection System

Historically, Bragil’s social protection system has
not protected all poor people equally well throughout
the lifecycle. Figure 22 shows the distribution of
programs according to the primary age group of its
target beneficiaries. While the social protection system
has developed programs for all age groups, when
aggregated, most federal social protection spending

is allocated to programs that directly target the

P Figure 22. Social insurance, labor market, and
social assistance expenditure throughout the
lifecycle in Bragil (2019)
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elderly (83 percent in 2019). This is similar to spending
patterns in the much “older” economies of the OECD.
Because children and young people receive fewer or
no benefits, they are overrepresented in the bottom
quintile of Bragil's income distribution (figure 23), while
old-age poverty is rare. Programs for the elderly also
tend to be provided in a stable way over time, in the
form of permanent pensions, while the value of benefits
and services targeted to children and youth tends to
fluctuate over the years.

» Figure 23. Distribution of population, by age
groups and income quintiles
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Source: The World Bank using expenditure data from Portal da
Transparéncia, 2019.

Note: Includes SA, SI, and LM programs, classified by the authors
according to main target-age groups. Bolsa Familia is classified as
SA-child, SUAS and housing policies are classified as SA-all, Salario
Familia is LM-child.

Source: PNADC 2019.
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“Due to their design, the CCT Bolsa Familia, and the wage supplements Saldrio Familia
and Abono Salarial reach Bragilian families across the entire income distribution.”

Figure 24. Simulated distribution of benefits, by family income deciles
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Source: The World Bank's BraJure simulation model.

Note: Family composed of two adults, two children (between 3 and 21 years old). BF - Bolsa Familia, AS - Abono Salarial, SF - Salario Familia.

Cash benefits are provided to working families across
a broad spectrum of the income distribution. Working
families across most of the income distribution receive
cash from several programs including (in 2019) Bolsa
Familia, Saldrio Familia, and Abono Salarial (see figure 24).
These programs have different objectives and designs,
with many overlaps and exclusion errors. For instance,
Abono Salarial, which is targeted entirely to formal
workers earning up to twice the minimum wage and
regardless of their household income, has become less
effective over time in terms of reducing poverty. This
occurred because most members of poor households
are not in formal wage jobs, while many middle-class
households have members earning up to twice the
nminimum wage (which is about ten times Bolsa Familia’s
poverty line in 2019). Saldrio Familia, which targets
households with both low formal wages®® and children
in the household, is more progressive but reaches a
small share of Bragil's children.

Bragil’s CCT flagship program stands out as the most
progressive benefit with the most modern design to
alleviate poverty. This program, both when started
as Bolsa Familia and Auxilio Brasil 2021-2022, has
been effectively targeting the poorest households by
adjusting the level of the benefit according to the number
of children in the household to reduce household income
gap.2* The Auxilio Brasil and new Bolsa Familia program
2023, have not been incorporated in this study. Their
design features are very similar to Bolsa Familia 2019,
but the benefits are significantly higher.

Although Bragil’'s transfer programs for working
families are fragmented, when considered all
together, they provide a social assistance floor with
benefits that decrease as beneficiaries’ incomes
increase. Ultimately, household welfare depends on the
combined effect of tax and benefits rather than from
individual programs. De jure tax-benefit models are

23  The wage thresholds are defined annually by the government. In 2022, for instance, the eligibility criteria was having a child up to
14 years old (or a child with disabilities at any age) and a wage below R$ 1,655.98. Note that in 2022 the minimum wage was at BRL

1,212.00.

24 Auxilio Brasil introduced a component that rewards formal labor market contracts with bonus cash benefits. This component
consists of Auxilio Incluséo Produtiva Urbana for formal labor contracts in urban areas and Auxilio Inclusdo Produtiva Rural for family
farmers. However, this component was never implemented and disappeared in the last program reform.



Figure 25. Net total take-home income from transfers for a family of two adults and two children,
with one adult working in the formal labor market
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Source: The World Bank BraJure, de jure tax benefit model for Brazil in 2019. The model simulates the amount and level of benefits
received (vertical axis) by a family, under different levels of labor income (horizontal axis), starting from zero (when no member has a
formal job). Poverty lines refer to year 2019."RE" stands for Regra de Emancipagéo, a rule in Bolsa Familia program that allows the family
to continue receiving most of the program’s benefits for up to two years after their income rises above the eligibility threshold. “Non RE”
means a family that did not participate in Regra de Emancipagéo. Beneficio Cidadania is the household level benefit in AB. The family type
considered in this version of the model is composed of four members, being two adults and two children, and given that one of the adults
is employed in the formal sector. The model assumes the worker does not receive Abono Salarial once employed, since the benefit is

provided only after five years of formal employment. See Fietz et al (2019) for a full illustration of BraJure.

widely used to understand the net effect of government
fiscal policy on the income of different types of family.
These models are in effect income calculators that
show what a worker has the right to receive from the
government, and what they have a duty to pay, for
every amount of wage income earned (figure 25). The
model in figure 25 is applied to a family of four, with
one adult member who works in the formal sector at
different wage levels (on the horigontal axis). The figure
shows that the government continues to provide some
form of income supplement as labor income rises and
across the formal-informal spectrum, almost in the
guise of a tapering universal basic income (Gentilini et
al, 2019).

In Bragil's case, the coexistence of benefits that
have different targeting approaches creates some
duplications when a worker enters a formal job and
has the right to receive Saldrio Familia (and possibly
also Abono Salarial)?® but remains poor and thus also
continues to receive Bolsa Familia benefits. This is not
problematic from the equity perspective but it is not
efficient.

Adequacy

Simulations based on data from Bragil’s national
household survey PNAD Continua reveal that about
21 percent of families remained poor in 2019, even
after receiving social protection transfers, and that
these are mostly families with children.?® Adequacy
refers to whether the transfer is sufficient in value to
protect its recipient from a shock, in this case severe
poverty. When compared to all other tax benefit
expenditures (see figure 26), Bolsa Familia was the most
efficient program in reducing poverty for each BRL
spent. Importantly, the poverty reduction impact of
Bolsa Familia has been mainly due the program’s good
targeting and large scale (Morgandi et al., 2019) rather
than its generosity, low at the time. In fact, simulations
made using the BraSim tool for the BF program in
2019 suggest that, even if Bolsa Familia would have
been perfectly implemented (on other words, all eligible
households received the program’s benefits), about
21 percent of families in Bragil in 2019 would still had
lived in moderate poverty, which implies that the level
of benefits was not adequate. This contrasts with the

25  Abono Salarial is provided only to worker who accumulated five years of prior work in the formal sector.
26  Simulated in the BraSim tool using PNADC 2019 data. Assumes perfect implementation of programs and includes civil servants’
income as a source of protected income. Poverty was defined at half of the minimum wage per capita, or US$D 6.2 PPP.
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value of benefits provided by programs for the elderly,
which, in nearly all cases, lift recipients well above
the Cadastro Unico poverty line. Social pensions have
a stronger impact on poverty reduction, albeit less
efficiently. The reason for this is the high value of the
benefits provided.

The generosity levels of social assistance began to
rise in 2021 with the Auxilio Brasil reform. As the
Auxilio Emergencial temporary benefit was brought
to an end in 2021, the Auxilio Brasil program was
introduced as a replacement for Bolsa Familia, and,
with higher eligibility thresholds and the removal of
budget constraints, the new program reached the
historic mark of 18 miillion beneficiary families, only
to be surpassed by in October of 2022 reaching 21
million families. The pure AB reform introduced many
innovations to the design of the benefit,?” which
altogether led to an increase in the average benefit
from BRL 196 to BRL 217,226 which mostly favored
families with young children. This helped to reverse the
gradual decline inthe real value of Bolsa Familia benefits
(see Morgandi et al, 2019). The average benefit paid
by Auxilio Brasil remained nearly one-fifth of the value
provided by continued payment benefit (BPC) and the
rural pension program. The 2023 Bolsa Familia reform

consolidated the program at an average transfer
similar to the Auxilio Brasil program, and reduced
some of the problems linked to the Extraordinary
Benefit and subsequent myriad of programs.

2021 also saw, through separate legislation, the
introduction of the Beneficio Extraordindario (BE)
and Beneficio Complementar (BCompl). These
compounded the complexities of social assistance
benefits instead of addressing the shortcomings of
AB’s generosity. Beneficio Extraordindrio was launched
as a top up to all families in Auxilio Brasil, regardless of
family composition, to ensure that all would receive
at least BRL 400 monthly. Beneficio Complementar
was also a temporary additional flat benefit of BRL
200 to be delivered between August and December
2022 to ensure each beneficiary family of BRL 600.
Initially conceived as a temporary benefit, the repeated
extensions under political pressure contributed to give
the perception of permanent reform.2® Such piecemeal
changes have resulted in a suboptimal design of social
assistance, and generated significant horigontal
inequities between poor families of different sige. The
2023 reform maintained the average transfer amount
and reduced the negative incentives for household
duplication.

P> Figure 26. Benefit-cost ratio of the main social assistance, labor, and tax incentive programs in Bragil
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Source: BraSim, based on PNADC 2019, assuming perfect implementation of programs.

Note: Includes civil servants’ income as a source of protected income. Poverty was defined at half of the minimum wage per capita, or
USS$6.2 PPP. The benefit-cost ratio is the poverty gap reduction in a unit of local currency for one unit spent on the social program. A
value of zero means that the expenditure had no impact on poverty reduction.

27 For example: (i) a review of value of the benefits; (i) a reduction in the types of the variable benefit; (iii) an extension of the variable
benefit to young people between 18 and 21 years; (iv) a new rule governing graduation from the program; and (v) new benefits aimed at

encouraging science and sports achieverments in schools.

28 Note that the cited amounts do not include the impact on the total benefits due to Beneficio Extraordindrio.
29 Beneficio Extraordindrio in May 2022 became a permanent benefit (Law 14.342/22). In July 2022, Beneficio Extraordindario was
amended to provide an additional BRL 200 to all Auxilio Brasil beneficiary families between August and December 2022. The minimum

benefit thus became BRL 600.



Historically, the indexation of most social protection
programs excluded the Bolsa Familia CCT, which
was never tied to the minimum wage. Automatic
adjustments of benefits are necessary to preserve their
purchasing power parity over time and thus to mitigate
poverty. These adjustments usually take into account
both the living conditions of the beneficiaries and the
available fiscal space. In Bragil, most programs, including
unemployment  insurance  (Seguro  Desemprego),
Abono Salarial, contributory pensions, rural pensions,
and the old age and disability BPCs, set their minimum
benefit floor at the level of the national minimum wage.
The minimum wage also serves as a reference value for
the income eligibility criteria to receive the BPC and to

be registered in the Cadastro Unico.

As such, the minimum wage has been used both as
an indexation tool and as a substitute for an actual
povertyline,eventhoughadjustmentsofitsvaluehave
generally not targeted the preservation of purchasing
power of low-income citigens. Programs that are not
tied to the minimum wage, which are largely those
targeted exclusively to the poor (such as Bolsa Familia),
all remain outside the constitutional social contract,
which also protects health and education. As a result,
the value of the benefits provided by poverty alleviation
programs have been subject to more infrequent value
adjustments, and the fiscal space allocated to them
has been crowded out by the other benefits (especially
after the 2015 crisis). Moreover, 2022 also saw a spike
in ad-hoc energy-related programs.°

Poverty is multidimensional, yet federal social
protection expenditure has increasingly focused
on cash-based programs at the expense of in-kind
services. Poverty is exacerbated by limited access by the
poor to labor markets, basic services, health, and housing
and by their higher risk of malnutrition (Campante Vale
and Lara Ibarra, 2022). Clearly, not all such issues can
be solved by the social protection system, but social
protection has a comparative advantage in some areas,
for example, by being able to ensure that government
services reach the poor or by delivering tailored benefits
and services to vulnerable groups. Conditional cash
transfers are one of the few remaining hybrid cash-
service programs that still exist to scale. Otherwise, with
the winding down of the Brasil Sem Miséria strategy, the
social protection system has made savings by cutting

non-cash programs and services (in part because these
services have no budgetary earmarks, unlike health and
education). In 2019, only 8 percent of federal spending
in the area of social assistance and a staggeringly low
1.7 percent in the area of labor market programs was
devoted to non-cash programs. Active labor market
policies and economic inclusion programs in rural
and poor urban areas, early childhood development
programs, social work, and long-term care for the elderly
are examples of the types of services that were left to
subnational governments to fund according to their own
fiscal capacity.

Progressivity

Social assistance transfers in Brazil are generally
well targeted, but the significant subsidies provided
to pension programs tend to benefit many middle-
and upper-class fanilies. Figure 27 uses the BraSim
microsimulation tool to identify the share of total
household income represented by social protection
transfers in each quintile of the Bragilian income
distribution. The figure also shows the average income
of households in each quintile. It reveals that social
transfers play an important role in supporting families
in the first (lowest) income quintile of the population,
as they represent about 65 percent of total income
of the poor. This level of protection is mostly delivered
in the form of extensive support for the poor elderly,
rather than to poor working-age population or
children. However, the figure also shows that social
protection transfers, essentially contributory pensions,
represent about 20 percent of the revenue of families
in the third, fourth, and even fifth quintiles. The high
value of the pension benefit means that beneficiaries
are usually between the fifth and sixth deciles of the
income distribution, as these pension benefits carry a
significant implicit subsidy® that largely benefits the
middle classes, especially through a generous minimum
pension guarantee (described further below). To put
these findings into a different perspective, figure 28
shows the mean value of such transfers in absolute
terms. While they are very necessary for the poor, the
value of the transferred amount to households in the
lowest (first and second) quintiles is small and almost
the same as to the value of the benefit received by
the middle class (those in the third quintile), although
through a different set of programs.

30 During 2022, temporary cash benefits created through a Constitutional Amendment proposal (Proposta de Emenda Constitucional
- PEC 15/22) included cash benefit to truck and taxi drivers, expansion of the cash benefit for cooking gas (Auxilio Gas dos Brasileiros),
transfer to states and municipalities for providing free public transportation to elders.

31 Itis not possible to exactly quantify the subsidy portion of pensions because of the absence of sufficient data to estimate recipients’

contributory history.
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P Figure 27. Social protection benefits and direct > Figure 28. Simulated mean value of direct

taxes as a percentage of household income in transfers and taxes on households, by per capita
each quintile income quintiles (2019)
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P> Figure 29. Net impact of direct taxes and benefits on households’ disposable income, by quintile
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Source: BraSim using PNADC 2019, based on a model developed by the World Bank poverty team.
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Taking into account both taxes and transfers, by only 18 percent after direct taxes, contributions,
the Bragilian tax-benefit system is only mildly tax expenditures, and benefits (figure 29). As shown
redistributive. Microsimulations of Bragil's system of in figure 28, the main drivers of this generally low
direct taxes and transfers using BraSim (Morgandi et redistribution are the country’s relatively high (and
al, 2019) have revealed that the total income of those  subsidiged) pension transfers and low effective income
in the wealthiest quintile, who are on average 12 times  tax rates, especially due to significant exemptions.
richer than those in the poorest quintile, is reduced  This includes a partial tax exemption on contributory



pension incomes at a cost of 75 billion BRL in 2019,%
which was more than twice the budget of Bolsa Familia
in that year. Separate analytical work has also revealed
how indirect taxes absorb a much higher share of the
disposable income of the poor than of the rich.

Social protectionis also away to increase the equality
of opportunities and reduce intergenerational
poverty. Programs designed not only to offer short-
term protection but also to promote human capital
accumulation and to incentivige labor productivity
gains are key to reducing long-term poverty and
increasing social returns to investing in the population.
Investments in nutrition and health, early stimulation,
and child protection during the first 1,000 days are
essential to building a strong foundation for a person’s
healthy and productive life as this is the fastest period
of a human’s growth and development (Packard et al,
2019). Given that nearly half of Bragil's future workforce
are children living in poor households today, the goal of
increasing opportunity is a vital strategic challenge for
Bragil.

As of now, only a small share of social protection
expenditures explicitly promote human capital
accumulation and preservation. Bolsa Familia, which

has proven to improve several human development
outcomes in children and young people, accounts for
about one-third of all social assistance expenditure.
Additional programs that directly foster human capital
accumulation include Crianga Felig or its successor
and the national school feeding program as well as
creches, the last two included in the education budget.
However, as mentioned earlier, these kinds of services
are significantly underfinanced in comparison with
expenditure on cash benefits, despite being critical
for furthering the goal of opportunity. Moreover,
most social assistance expenditures, and social
protection expenditures more generally, are allocated
to supporting the elderly and disabled (figure 30). Even
these expenditures lack a strong focus on building
human capital (such as supporting beneficiaries to live

independently or to integrate into the labor market).

The Auxilio Brasil reform of 2021 had the potential
to strengthen the opportunity dimension of Bragil’s
social protection system in the years to come, but
many aspects of the law were not implemented. For
example, the reform expanded conditionalities that
require beneficiaries to ensure that their children attend
preschool and complete secondary education. It also
created a new specific benefit to reimburse childcare
costs, and opened up the possibility to transfer funds
to CRAS offices for the provision of economic inclusion
programs. However, the implementation of this new
strategy has been more complex and slower than

expected.

Figure 30. Social assistance expenditure in 2019, by type of program
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Source: The World Bank using data from Portal da Transparéncia, 2019.
Note: Programs are categorized according to the World Bank ASPIRE methodology.

32  Receita Federal do Brasil. https://www.gov.br/receitafederalt/pt-br/centrais-de-conteudo/publicacoes/estudos/imposto-de-

renda/estudos-por-ano/gn-irpf-2021-2020.pdf
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P> Figure 31. Participation of municipalities in Crianga Feliz, 2021
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Crianca Feliz covered 2645 municipalities on Jun/2021.

Source: Ministry of Development and Social Assistance, data on Crianca Feliz beneficiaries and Cadastro Unico.

Crianca Feliz, the parenting program for early
childhood stimulation, aims to provide new parents
with training and assistance through home visits in
order to reinforce families’ competencies to enhance
their children’s skills, and it strengthens the state
the capacity of active search to vulnerable families.
It targets families with pregnant women and children
aged between O and 3 (or between O and 6 if the
child has disabilities) who are in a situation of social
vulnerability. The program, which was initiated in 2016,
consists of two pillars: (i) home visits, which is the
program’s main activity, and (i) coordinated actions
between federal, state, and municipal committees to
strengthen policies that have beneficial impact on early
childhood development. The program was created
based on evidence that parenting programs for parents
of children in the first three years of life have positive
effects on their children’s cognitive, language, motor,
and socioemotional development, including stronger
emotional attachments and fewer behavior problems,
as well as having a positive impact on parents’
knowledge and parenting practices and improving
parent-child  interactions  (PLAN-PNUD, 2020).
However, Crianca Feliz has not yet reached its
intended coverage, especially in remote areas.
Despite its initial goal of reaching 3 million children, the

program currently supports only 1.3 million (figure 31).
This is because not enough municipalities have signed
on to the program. In 2021, only 2,910 out of Bragil's
5,570 municipalities (52 percent) participated. The main
reason given by municipal authorities for not signing
up is that the flat per-child transfer that Crianca Felig
offers to municipalities is insufficient to cover the costs
and logistics of delivering the service to more complex
locations. For instance, the extent to which counsellors
can access poverty-stricken areas varies depending on
the terrain, seasonal conditions, personal safety, and
the availability of transportation. Hence, the program
might now not be delivered where it is most needed.

A second key role played by social protection in
increasing opportunity is to strengthen the labor
productivity of the poor and vulnerable. With
technological change and climate change poised to
transform labor demand and livelihoods, Bragil's SPL
system has a key role to play in finding ways for poor
and vulnerable adults to build their human capital and
increase their productivity, especially after they have
left formal education. This is a complex endeavor that,
in the best case scenario, combines benefits (complete
with appropriate incentives) with services that can
increase individuals” employability and that can match
them with available job opportunities.



P> Figure 32. Participation tax rate for a family with two adults and two children, receiving only one

income of 1 MW
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Note: Calculations for Brazil are based on 2019 values, and for other countries are based on OECD 2020 data. Participation tax rates are
defined as share of earned labor income that is lost due to taxes, contributions and loss of social benefits, when moving from inactivity to full
time employment at minimum wage. RP = regra de permanéncia in Bolsa Familia.

In Bragzil, social assistance benefits are already
compatible with participation in formal employment.
Analysis based on benefit rules of 2019 has shown that
Bragzil's conditional cash transfer program contains no
disincentives to engage in formal work. The participation
tax rate, measured as the share of earnings lost due to
higher taxes and lower benefit entitlements when an
unemployed individual takes up formal employment,
is much lower in Bragil than in other countries (Fietg
et al, 2021), as illustrated in figure 32. This is because
the minimum wage in Bragil is much higher than the
average benefit, but also because the program allows
beneficiary households to continue receiving benefits
for two years after members start earning wages in the
labor market, even if their income exceeds the normal
eligibility criteria (see box 2). Recent changes to the
generosity of the Auxilio Brasil benefit, in particular after
the introduction of Beneficio Extraordindrio and Beneficio
Complementar, may have altered this optimal situation.
Further analysis will be required to estimate its likely
impact on work incentives for different typologies of
workers and families.

Federal labor market spending in Bragil is largely
allocated to regressive and passive income support,
with little being spent on active labor market
programs and vulnerable workers. Bragil's total
expenditure on labor market policy is sigable and close to
the OECD average (World Bank, 2018). Unemployment

insurance and the outlays of the unemployment savings
fund (Fundo de Garantia por Tempo de Servico or FGTS)
typically absorb three-quarters of this spending (figure
33), whereas little is spent on labor intermediation,
economic inclusion programs, or other active labor
market programs (ALMPs) to support vulnerable
workers. In fact, the share of spending accounted for
by passive benefits has increased over time (figure
34). Public spending on labor policy is also regressive
because most of it goes to formal workers only, and
the Fundo Amparo ao Trabalhador is in part supported
by the general budget (World Bank, 2018). It has been
estimated that 1.8 percent of expenditures are allocated
to programs targeting workers outside the formal sector.
This allocation does not align with the needs of Bragilian
workers. Household survey data have shown that most
of Bragil's unemployed are in the informal sector or are
young people making the transition from school to work
(Morgandi et al, 2020). Although the number of those
in formal employment who lost their jobs is low, the
programs financed by the federal government’s Workers'
Protection Fund (Fundo de Amparo ao Trabalhador) is
almost entirely devoted to this group.

The main type of Active Labor Market Program that
is available at scale is training. Recent analysis of
household survey data has shed a new light on the take-
up of formal short training (FST). This can be considered
a form of ALMP when it is targeted to working-age

SOCIAL PROTECTION FOR THE FUTURE BRAZIL | (w"



SOCIAL PROTECTION FOR THE FUTURE BRAZIL | g'

CHAPTER 4

» Box 3. How the Permanence Rule/Emancipation Rule contributes to labor market integration

Source: Fietg et al. (2021) and Article 34 in Decree 10,852 of November 8, 2021.

adults, especially if they are vulnerable. In 2019, around
1.7 percent of out-of-school Bragilians between the ages
of 18 and 65 years old took part in FST, which amounts
to more than 1.8 million adults. Most of these students
(56.3 percent) were enrolled in private institutions,
presumably paid for out of their own pockets, about
10 percent received training through their employer, 17
percent were trained by Sistema S (which offers both
free and fee-based programs), and 16 percent received
training through public federal institutions. This shows
that publicly funded programs remain a small share
of the market. While annual enrollment rates increase
monotonically with household income (from 0.9
percent for adults in bottom decile to 2.9 percent for
those at the top) and with education levels, students
of FST largely have low and middle levels of education
(less than 20 percent completed university). This shows
the potential of FST to update the skKills of those who
have already left formal education. The probability
of students completing training is also higher than
might be the case with longer courses. Holding all
other characteristics constant, the unemployed and
informal sector workers are those with the highest risk
of noncompletion.

Several past evaluations have shown that FST courses
in Bragil, including those targeted to vulnerable young
people and low-income groups, can be effective if they
include certain characteristics. A study by Almeida et
al (2015) found that short-term training in Bragil yielded
positive returns for participants compared with non-
participants but only for those who attended private
or Sistema-S institutions (rather than federal public
technical schools) and for those completing short-term
training courses (2.2 percent on average). However,
the authors found wide variation in their results, with
those who received short-term training provided by
public providers having returns close to zero. Similarly,
an evaluation of the National Program for Access to
Technical Education and Employment (Programa Nacional
de Acesso ao Ensino Técnico e Emprego or PRONATEC),
one of the flagship interventions of Braogil's anti-
poverty strategy until 2016, showed that when training
programs were designed in accordance with demand
(such as offering training only in skills that were expressly
requested by employers), then short-term training had
a positive impact on the employment outcomes of
participants compared to control groups, including for
participants from families in the Bolsa Familia program.



P> Figure 33. Active and passive labor market expenditures (2018-2020)
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Source: The World Bank using data from the Transparency Portal (Portal Transparéncia) for 2018 and 2020.

Note: Includes expenditure financed by the federal government and by employers: *=out of budget expenditures financed by mandatory
employer contributions. Passive Labor Market Policies (PLMP)= Salario Familia, Abono Salarial, Seguro Desemprego, FGTS, and BEm
(Beneficio Emergencial de Manutengéo do Emprego e Renda).

P> Figure 34. Evolution of expenditure on labor market programs (2014-2019)
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Source: The World Bank using data from the Transparency Portal (Portal da Transparéncia).

There are often no links between training programs
and other labor market services such as labor
intermediation.>® Few federal programs exist that aim
to improve the qualifications of specific target groups.
These include Employ More (Emprega Mais), which
promotes qualification and employment opportunities
aligned to companies’ needs, and the Learning Contract
(Contrato de Aprendigagem), which assists approximately
400,000 young people annually with on-the-job

training and formal education. These kinds of programs
are not coordinated with any income support programs
(such as social assistance or unemployment insurance).
Another peculiarity is that Bragil's public employment
services network (Sistema Nacional de Emprego or
SINE) plays little or no role in helping jobseekers to
access other ALMPs. SINE’s functions are limited to job
matching, labor documentation, and enrolling workers
in unemployment insurance. Funding for SINE has

33 Some of these concerns were raised in a recent survey of federal initiatives to prepare the Bragilian labor market for the digital
transformation carried out by the national auditing authority in Bragil. https://portal.tcu.gov.br/imprensa/noticias/sistema-s-deve-
preparar-o-mercado-de-trabalho-para-a-transformacao-digital.htm, accessed on November 29, 2021.
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been minimal and falling. In 2018, spending on labor
intermediation was equivalent to less than 1 percent
of spending on unemployment insurance. SINE’s role
was further diminished after unemployment insurance
began to be delivered digitally in 2021. Borges, Lobo and
Foguel (2017) estimated that even minor improvements
in the effectiveness of intermediation would result in
large fiscal savings on unemployment insurance, thus
freeing up funds to be allocated to other active labor
market policies.

4.4 Resilience: Is the social
protection system insuring the
population against different
shocks?

Effective social protection systems are able to react
quickly when households are affected by shocks by
providing support, which is often channeled through
the labor market. In addition to economic cycles and
the typical income volatility associated with informal
work, as discussed in Chapter 2, the effects of climate
change, technological change, and new forms of

globaligation in services all increase workers’ exposure
to labor and income shocks. In this section, we discuss
the origin of segmentation of the labor market between
formal dependent workers and informal/self-employed
workers and the three major aspects of Bragil's system
to protect individuals from risk: (i) protection from labor
income shocks, (ii) protection from climate-related
shocks, and (iii) protection from old-age poverty and
disability.

The way in which working-age adults participate in
the labor market affects how well they are able to
manage risk. The ability of workers to adapt shocks
to their income hinges upon their access to risk
management instruments (Levy and Cruces, 2021 and
Packard et al, 2019). Bragil has a range of programs to
help workers to cope with several major risks throughout
the lifecycle, including unemployment protection,
disability and accident insurance, protection from old-
age poverty, subsidiged credit, and on-the-job training.
However, most of these benefits are available to formal
dependent workers but not to those in the informal or
self-employed sectors (table 2).

» Table 2. Labor-related insurance against main risks, by form of work

Form of work and estimated

number in Bragil (millions)

Formal employees (CLT, public) FGTS. SD. Multas

(36.7 million)

Micro Emprededor Individual g:cc?gf;sssizetince
(2.5 million) 0 FregE
Trabalhador Auténomo g:ggls ATssSitset((jJnce
(6.2 million) G el
Firm owners (Pessoa Juridica) nggf;::i?tince
(0.6 million) (C0 preaia

Means Tested
Social Assistance
(CCT program)

Informal workers (self-employed
and employees) (31.9 million)

Labor earnings A [TF Old-age
g | werkinry | it

Auxilio Acidente RGPS benefits sull R.GPS
benefits

Auxilio Acidente BPC BGSIC.RGPS
benefits

" . . Full or basic

Auxilio Acidente RGPS benefits RGPS benefits

Auxilio Acidente RGPS benefits sl R.GPS
benefits

Auxilio Acidente BPC BPC

Source: Estimates from World Bank microsimualations model (BraSIM), based on PNAD Continua. Note: BPC = Beneficio de Prestacdo
Continuada; PJ= Pessoa Juridica; RGPS = Regime Geral de Previdéncia Social. Number of workers based on World Bank BraSIM
microsimulation model, using PNAD Continua 2017 monthly average for the primary job.



P> Figure 35. Access to social protection programs, by labor force status
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Notes: BEm was a temporary program implemented as a response to the COVID-19 crisis and discontinued in 2021.

*Eligibility based on income threshold.

As shown in figure 35, dependent employees are
better protected against multiple risks than other
workers, even though they constitute a minority of
the entire labor force. Many provisions were enshrined
in the labor code, which does not cover other categories
of workers such as micro-entrepreneurs, firm owners.
At particular risk are the rising numbers of workers
enrolled as individual microentrepreneurs (MEI), who
are the most likely to be illegally substituted for formal
employees, to pay lower contribution rates, and to
receive few or no benefits. Studies have shown that
having more formal dependent workers in the Bragzilian
economy is positively associated with economic growth,
but the country’s recent poor economic performance
has led to a relative increase in the numbers of other
types of workers. Also, as discussed in Chapter 3, the
expected technology-enabled transformation of work is
likely to reduce the number of dependent formal sector
jobs, which means that the share of workers benefiting
from social protection could continue to fall.

Unemployment protection programs in Bragil do not
cover workers with an intermittent employment
history, informal workers, or the self-employed.
Bragil's unemployment protection system contains
three elements: (i) unemployment insurance (Seguro
Desemprego) (unemployment insurance), which is the

largest federally funded labor market program in
Bragil; (ii) unemployment insurance savings accounts
(the FGTS); and (iii) severance pay (Multas) (Firpo and
Portella, 2021). The unemployment protection system
was designed in the last century (1986) based on the
premise of the increasing formaligation of employment
in an industry-centered economy and has never
adapted to the realities of the modern working world.
Its accessibility rules are strict, with formal workers
defined as those having worked a minimum of 12
months in a wage contract in the previous 36 months.
Today, most unemployed workers do not qualify for
unemployment insurance because they cannot meet
this condition or because of their limited contribution
history. In 2019, only 17.7 percent of the average
number of monthly unemployed workers in Bragil
received unemployment benefits. Formal workers who
are listed in the Cadastro Unico, particularly those
receiving social assistance, are disadvantaged as
they have a higher likelihood of working under short-
term contracts that are ineligible for unemployment
insurance and of having average job tenures of
less than one year. It is even less clear whether
unemployment insurance, as currently designed,
will provide protection for the workers of the future
given the growth in much shorter contracts and the
declining incentives to enter formal work.
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“During the first months of
unemployment, dismissed workers tend
to earn significantly more than while
working, as they receive unemployment
insurance, savings from FGTS accounts,
and severance pay at the same time.”

v

Figure 36. Value of unemployment insurance pay-
outs expressed in monthly wages after 24 months
of employment
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Source: World Bank (2021b).

Note: The calculation assumes a contribution history of 24 months
to receive five installments of SD. Further, it assumes a constant
wage level before unemployment and that the unemployed claims
SD for the first time.

Current unemployment programs have generous
replacement rates but only for short periods. When
workers receive unemployment insurance, FGTS
benefits, and severance payments at the same time,
this can raise the value of their unemployment payouts
above their pre-unemployment wage, especially for
low-wage workers (figure 36). Morgandi et al (2021b)
carried out an extensive review of the literature on
unemployment insurance in Bragil. The authors found
that the system’s relatively high wage replacement rate
contrasts with the short duration of the payments (five
months maximum), which is not sufficient to protect
low-educated workers or those affected by structural
changes in the economy. However, workers receiving

the initial greater than salary pay-outs are not required
to look for work as a condition of receiving the benefit,
which gives them a perverse incentive to cycle between
short periods of work and short-term periods of
unemployment (Firpo and Portella, 2021; Carvalho et
al, 2018; Doornik et al, 2018; and Gerard and Gongaga,
2016). The resulting high labor turnover is ultimately
harmful to workers’ productivity and to the economy.

Active labor market policies are those designed to
provide workers with services that will enhance
their employability, but spending on such services
in Bragil is low and they are not coordinated with
programs to support unemployed workers and to
provide a minimum income. Unlike OECD and other
LAC countries, Bragil's ALMPs are composed almost
entirely of wage subsidies (Abono Salarial and Saldrio
Familia), while labor intermediation services constitute
a small and shrinking share of ALMPs. The federal
government's provision of workers’ training is currently
divided between the Ministry of Education (through
a network of federal institutes) and Sistema-S, a
network of sectoral institutions financed by mandatory
contributions from private employers. The government'’s
provision of technical training used to be stronger in the
2000s when it operated the PRONATEC network of
training institutions, but the program lost budget and
importance during the fiscal crises in 2015/16. With
inconclusive and divergent assessments, the program
never returned to its original status. The rapid changes
in the world of work that are already happening and will
continue over the following decades will necessitate an
increase in ALMPs to re-train the adult labor force in
the new skills needed by employers going forward and
to prepare the young people who will arrive in the labor
market with lags in their human capital accumulation
because of the COVID-19 pandemic.

Climate-related events are also likely to be a source
of household shocks in the future, and social safety
nets and the United Social Assistance System (SUAS)
are already helping communities to cope when these
shocks occur. In the case of natural disasters, well-
designed early warning systems are in place in high-
risk areas of Bragil with the capacity to warn the
population about different Kinds of disasters. After a
disaster occurs, the Civil Defense® steps in and triggers
the involverment of SUAS and all the municipal CRAS,
which then rapidly identify those who are affected

34 The Civil Defense is responsible for emergency prevention, response, and recovery during a shock.



by the disaster and enroll them in the Cadastro Unico.
When a state of emergency is declared,* the Ministry
of Development and Social Assistance and the SUAS
network provide temporary benefits to the affected
population, including advance payments of the CCT
program or BPC benefits. The CRAS also direct families
to basic services such as shelters, health services,
social care, and other public services. Because Bragil is a
decentralized country, the effectiveness of the response
to shocks varies at the regional level.

A recent review of Bragil’s social protection policies,
coordination arrangements, delivery systems,
and instruments revealed that there is a need
to strengthen adaptive social protection (ASP)
measures (figure 37).5® The social protection stress
test created by the World Bank in 2021% is a tool that
yields a rapid appraisal of the adaptiveness of a social
protection system in response to a shock. Bragzil's
average score indicates that the country’s system is
ready and has the potential to be scaled up rapidly in

response to climate-induced natural disasters. Bragzil's
main strength is the strong coordination between
the agencies responsible for social protection and
those responsible for Disaster Risk Management
with clearly assigned roles and responsibilities and
minimum overlaps. This is reinforced by a robust data
and information system with well-established and
functional early warning systems and social registry
(Cadastro Unico). However, some gaps remain in the
existing system that are restricting its scalability and
readiness, including the need for more resources for
social protection shock responses and a need to include
information on households’ vulnerability to climate
change in the social registry.

Finally, one of the major functions of social
protection systems is to prepare households to
cope with the loss of income in old age. Bragil has
achieved quasi-universal old-age coverage through
a combination of contributory, semi-contributory,
and non-contributory pension schemes. Older people

P> Figure 37. Bragil’s results on the Social Protection Stress Test
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35 Instrugdo Normativa n° 36, December 4, 2020.

36 Ed, Gongaleg and Ferreira. Forthcoming. Climate Change and the Role of Social Protection in Bragil.
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37 See World Bank (2021c) for further information. The social protection stress test, launched by the World Bank in 2021, can be used
to make a rapid appraisal of how adaptive a system would be in response to a shock. The test makes it possible to identify and quantify
gaps in and constraints to both the preparedness and scalability of the system to respond to the most frequent climate disasters in
Bragil (floods and droughts). This part of the test is conducted through an analysis of each of the four building blocks of ASP, namely,
(i) programs and delivery systems; (i) data and information; (iii) financing; and (iv) and institutional arrangements. Each building block
is disaggregated into components and criteria that are expressed in the form of questions. Based on the responses to these questions,
each component is assigned a score of 1to 5. The final score of the test is the average of scores of the different components.



SOCIAL PROTECTION FOR THE FUTURE BRAZIL | 8

CHAPTER 4

are relatively well protected against poverty and are
underrepresented among the poor (Paiva and Ansiliero,
2021). Complementary policies also help to increase
the resilience of the elderly, including tax exemptions
on income for that age group, incentives to work and
education provided for in the Statute of the Elder,
and a range of smaller benefits, both pecuniary (such
as half-price entry into cultural events and free rides
on public transportation) and non-pecuniary (such as

priority in queues at any service and dedicated service
and payment counters). However, these policies have
a number of disadvantages. Pensions as currently
designed consume an excessive share of Bragil's total
spending, they do not reduce income inequality, and
they allow certain categories of workers, such as
teachers, health professionals, security personnel, the
nilitary, to draw pensions at an early age. Some of
these issues are addressed in this note.

» Box 4. Evolution of the social protection rights of the elderly in Bragil




) Box 4. continue

Inpublic sector employment, some groups are granted
very generous retirement ages and replacement
rates, with no clear justification from a public policy
standpoint. While the pension reform resulted in major
parametric changes that put Bragil's pensions closer
to global benchmarks, some categories of workers
are still given the option to retire earlier than the rest
of the population, and many civil servants are granted
extremely generous replacement rates when they retire.
For these categories of workers, Bragzil is a global outlier
in both respects. For example, the 2019 pension reform
retained the lower pension age for women (three years
lower than for men), teachers (five years lower than for
other workers), rural workers (five years lower than for
urban workers), and uniformed personnel (who have
various retirement ages but significantly lower than
those for other civil servants), which does not seem
justifiable (Amaral et al, 2019 and Paiva et al, 2018).

In Bragzil, the minimum pension guarantee is set
at the level of the minimum wage, which is above
international benchmarks and mostly benefits
middle-income beneficiaries. A minimum pension
that equals the minimum wage is high by international
standards, since it is usually considered appropriate for
those who are actively working should be remunerated

more than those who collect a pension and can enjoy
their leisure. In 2019, 65 percent of new old-age pension
recipients (70 percent of women and 56 percent of men)
were benefiting from the minimum pension guarantee,
which put them in between the third and fourth income
quintiles (as shown in figure 28 above). Currently, 6
out of 10 benefits paid by the General Social Security
System (Regime Geral de Previdéncia Social or RGPS),
which is the national pension system for the private
sector workers, are valued at one minimum wage,
and this share will continue to grow further due to the
lower replacement rates generated by the new benefit
calculation formula that is being gradually phased in
after the 2019 reform.

Members of the RGPS who expect to benefit from
the minimum pension guarantee currently have no
incentive to increase their pension contributions. In
fact, the minimum pension guarantee greatly subsidiges
those who only contributed 15 years - the minimum
qualifying period - over their working lives, while taxing
those with only 1 to 14 years of contributions (ineligible
to the pension benefit despite having some contribution
history). Today, workers transitioning between formal
and informal jobs, with low contribution densities, who
contribute fewer than 15 years are not able to claim a

SOCIAL PROTECTION FOR THE FUTURE BRAZIL | 2
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P> Figure 38. Internal rate of return by decile of
contributions made, for urban retirees with a
minimum pension benefit
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deciles of the distribution of contribution amounts by pension
beneficiaries during their working lives.

contributory old-age pension, that is, they ‘lose’ their
contributions, subsidiging RGPS. On the other hand,
low-earners who already contributed for 15 years can
understand that they would not benefit from additional
contributions, which might have some negative effect
on formality. The minimum pension guarantee typically
provides high but varied returns to contributors. For
those contributing low amounts for short periods of
time, the real internal rate of return is as high as 12
percent, which is an unreasonably and unfairly high
subsidy. Simulations show that in the first eight deciles
of contribution amounts, the real return is just above
4 percent, even for those who have contributed for a
full 30 years (and higher for others) (figure 38). If the
implicit rate of return were held at around 4 to 6 percent
not only for those with a complete in-work career but
also for those with only a partial career by prorating the
nminimum pension amount, total pension spending for
those urban old-age pensioners who benefit from the
minimum pension guarantee would fall to 64 percent
of current spending. Clearly, such changes would result
only in partial fiscal savings, because some households
would qualify for old-age social assistance payments.

As currently designed, the BPC, the social pension
for those with an insufficient contribution history,
creates incentives that are incompatible with the

P> Figure 39. Length of contribution periods
of beneficiaries who retired with a minimum
pension benefit in 2008
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Note: No information was available on the contribution history of
individuals who eventually did not meet the minimum require-
ments for retirement, which potentially extends the left-hand
side of the distribution.

rest of the system. First, with a value equal to the
minimum contributory pension, the BPC pension
undermines incentives for individuals to contribute
throughout their working lives and is not fair to those
low-income workers who contributed to the pension
system. Second, as discussed earlier, the minimum
wage is not an adequate measure of need. Indexing
benefits to a minimum consumption basket would be
much more appropriate since the goal of the benefit
is to protect the recipients from poverty. Finally, the
current eligibility criteria for the BPC, which are based
on household income, fails to protect many vulnerable
elderly people, as some do not meet the minimum
criteria of 15 years of contributions but also fall slightly
above the household income eligibility criteria, despite
having no old-age savings of their own.

Finally, a fast and efficient way to support those
affected by either a temporary or a permanent
disability helps to build the resilience of individuals
and their families. Formal workers facing unexpected
or acquired permanent disability in Bragil are
covered by the pension system. The social security
administration, however, has been facing significant
challenges, including long claim processing periods,
batch processing of claims, judicialization, and the
inability to plan.*® The average length of time it took

38  Social Security Statistical Bulletin (Boletim Estatistico de Previdéncia Social) January 2019 to January 2022 for claiming periods
and judicialigation and the Personnel Statistical Panel (Painel Estatistico de Pessoal) available at http://painel.pep.planejamento.gov.br/,

27/4/2022.



Figure 40. Number of disability pensions granted by year
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the National Social Security Institute (INSS) to grant
a benefit jumped up from 51 days in 2018 to 88 days
in 2021 (a 73 percent increase). The proportion of
benefits granted by courts because applicants had to
resort to legal action to access the benefits increased
from 10.4 percent in 2019 to 13.2 percent in 2021. The
granting of benefits that depends on the evidence of
medical doctors (such as the disability pension) has
understandably been badly hindered by the COVID-19
pandemic in the last two years (figure 40), and the
share of these kinds of benefit decisions made by courts
peaked at 70 percent of the total in 2021. Advances
in digitigation have apparently not been enough to
compensate for the reduction in the number of active
INSS civil servants in recent years (from 36,500 in 2016
to 22,800 in 2019 and remaining at this level up to
2022). Much more efficient and streamlined processes
are needed to prepare for the expected increase in the
number of claims due to the rise in retirement ages that
came into force since 2019.

Inrecent years, the social protection system has been
at the center of public policy discussions because of
concerns about the fiscal sustainability of the federal
budget. Amajor challengeinthe future will be to maintain
a balance between expenditures and revenues for social
protection, given that the trends described in Chapter

3 may erode the base of contributors or expand the
number of old-age beneficiaries. This section discusses
three strategic areas that require immediate attention
from policymakers: (i) expenditures on contributory
pensions; (ii) the existing financing of social protection;
and (iii) the need to adopt innovations in the delivery of
benefits.

Structural expenditures on social protection and
labor have grown only slightly over the last decade,
until the COVID-19 pandemic measures (figure 41).
Social assistance, social insurance, and labor market
expenditures have not changed much since the World
Bank's conducted an in-depth expenditure review in
2017. The only exception was during the COVID-19
crisis in 2020-2021 when Bragil delivered one of the
region’s largest pandemic responses (Palomo et al,
2022), but that temporary spike was not designed to
last (figure 42). The relatively stability of the country’s
social assistance expenses until the COVID-19 crisis
resulted from the so-called “expenditure ceiling” (teto
dos gastos), enacted in 2016, which limits expenditure
growth to the level of the previous year’s inflation
rate. However in 2022 the structural social assistance
expenditure envelope reached an unprecedented peak,
and it will be important in the coming years to identify
a fiscally-sustainable level, including through reforms
that improve efficiency of noncontributory transfers.

Pension reforms implemented in the past decades
have not been able to fully control the pension
deficit. Subnational pension plans for civil servants

SOCIAL PROTECTION FOR THE FUTURE BRAZIL | 8
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“Growth in structural social protection expenditures has been constrained by fiscal adjustment
and the expenditure ceiling, but raised temporarily during the COVID-19 pandemic.”

Figure 41. Social insurance, labor market, and
social assistance expenditures as a share of GDP
(2004-2020)
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Figure 42. Social assistance and labor market
expenditures (2019-2022)
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have brought several states to the brink of insolvency,
displacing funding for essential service delivery. Despite
the passing of several pension reforms in the last three
decades, the country’s pension schemes continued to
generate rising deficits. In 2020, the RGPS had a BRL
270 billion deficit, the result of insufficient contributions
from urban workers and a highly subsidiged rural sector
(figure 43). The COVID-19 crisis led to a sharp decline
in urban contributions, which raised the deficit to
unprecedented values. The most significant part of the
RGPS deficit can be attributed to rural pension sub-
schemes, which collect very little revenue (on average
only 7 percent of the annual benefits paid to rural
beneficiaries).

Recent parametric changes will be slow to produce
fiscal savings so projected expenditures will continue
to outpace revenues. The average replacement rate

Source: Portal da Transparéncia, data retrieved in September 2022.
Note: 2022 data refers to "valor empenhado” budget.

of pension benefits will fall very gradually due to the
progressive impact of the latest 2019 pension reform
over a 30-year long transition period and is expected
to stabilige at the new level only after 2050 (figure 44).
However, these measures are not sufficient to balance
revenues and expenditures in the medium term (figure
45). Once the benefit of the retirement age increases
are reaped by 2030, the growth of the deficits will
resume as d result of the rising number of elderly.

However, the medium to long term outlook for
private sector pensions is less certain and depends
on today’s policy choices. The aging of the population
is one of most obvious trends that can be predicted
for the future, but forecasts about other factors,
such as economic growth, real wage growth, and the
number of active contributors in the labor market, are
less reliable.*® Membership of the RGPS is quite high,

39 Since RGPS pension payments directly depend on individual wages, which are indexed to inflation, contributions revenues grow
together with nominal wages. The higher the real wage growth, the higher the difference between the rates of growth of expenditures
and revenues. The World Bank estimates that a 1 percent sustained difference in real wage growth could reduce the scheme’s deficit by
about 1.5 percent of GDP by 2040, a trend that would continue in the following decades. The deficit could also be substantially influenced
by changes in the contribution density of the working-age population.



Figure 43. Urban (left) versus rural (right) RGPS revenues and benefits (2016-2020)
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Figure 44. Average replacement rate of
pension benefits gradually falling due to the
progressive impact of the latest pension reform
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Source: The World Bank estimates using PROST.

although many memberships held by the working-age
populationare inactive. For the reasons discussed above,
the number of RGPS members is unlikely to increase
very significantly in the future. However, if employment
becomes increasingly formal, this could mean that each
affiliated person would contribute to the RGPS more
regularly. If the number of monthly contributions were
to go up by 10 percent, the deficit of the RGPS would
be reduced by around 0.5 percent of GDP. On the other
hand, if intermittent or casual formal work relations
increase, then this could reduce contribution density
and, thus, RGPS revenues. Even taking this uncertainty
into account, the fiscal outlook for the RGPS look bleak

Figure 45. Projected revenues, expenditures
and deficits of RGPS

20%
15%
10%
5%
0%
-5%
-10%

-15%

D NN T DO OMN T I00MNTT OO
5383323333888 8555
N A NN ANANANIANNNNAN A

PAYG Total Revenue
== PAYG Current Balance

PAYG Total Expenditure

Source: The World Bank PROST simulations using INSS data.

because of the aging of the population, low economic
and wage growth, the increasing automation of work,
and the growth of expenditures on disability programs.

In the short term, the fiscal sustainability of
subnational pension systems for civil servants
remains the main concern. These systems have ever-
growing deficits that are not expected to slow down
until the mid-2040s. This is partly because of the large
numbers of teachers, uniformed personnel, and civil
servants hired before 2003 who retained their early
retirement and generous pension privileges even after
the pension reform (figure 46 and figure 47). While
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P> Figure 46. Projection of deficits of selected
state civil servant pension programs (as a
percentage of current revenues)
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P> Figure 47. Proportion of pensioners and
survivors to active employees in subnational
governments
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Source: The World Bank using data from Anuério Estatistico de
Previdéncia Social do RPPS/Ministry of Labor, 2020.

P Figure 48. Share of the population in each decile, according to the number of benefits received by their

households
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subnational governments are allowed in principle
to extend their own parametric reforms beyond the
provisions of the federal civil servant reform, but so far,
most states that have made any changes have opted
to copy or weaken federal civil servant reform.

Itis likely that additional measures to control pension
expenditures will be needed in the next decade. The
2019 pension reform justifiably mainly targeted early

retirement provisions, which mostly benefited higher-
income members of the RGPS and civil servant pension
regimes (RPPS). However, Bragil has yet to pass some
fundamental parametric reforms such as setting the
same pensionable age for men and women and for rural
and urban workers, which should be remedied in future
reforms. The current rules allow rural women to receive
an old-age pension 10 years earlier than urban men. It
is also critical for subnational social security systems



P Figure 49. Delivery chain of a social protection system
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to adopt reforms that will curb the fiscal imbalances
arising from their pension regimes.

Beyond the pension situation, the sustainability of
Bragil’s social protection system s also challenged by
inefficiencies, such as those stemming from overlaps
between programs and errors of inclusion. World
Bank estimations have shown that about 40 percent
of households in income deciles 2 to 5 receive two or
three benefits (figure 48), often due to the poor design
of the programs in question (particularly in terms of
targeting) rather than to imperfect implementation.

Finally, a major determinant of the efficiency of
Bragil’s social protection system is how well they are
delivered. Delivery systems are the means by which
social protection benefits and services reach their
intended beneficiaries, and they are organiged according
to core implementation phases along the delivery
chain (figure 49). The delivery of social protection is
facilitated by communications, information systems,
and technology, among other factors.

The emergency programs introduced during the
COVID-19 pandemic used innovative ways to deliver
benefits to the population, but many of these have
not yet been integrated into Bragzil’s longer-term
programs. Perhaps the most important was that these
emergency programs exploited the core registries of
contributory and non-contributory benefit programs,
formal employers, and social insurance contribution
records to identify those households and individuals who
were in need of support. Auxilio Emergencial, for example,

accessed more than 40 data sources across the federal
government. This showed that vulnerability and income
losses can be assessed most accurately by comparing
different relevant databases (Fietz et al, 2021). The
experience also showed that, to make such innovations
permanent, the governance of social assistance,
pension, and labor records will need to be reviewed.
Ideally, the records of the Cadastro Unico, the General
Register of the Employed and Unemployed (Cadastro
Geral de Empregados e Desempregados or CAGED), and
the FGTS Collection and Social Security Database (Guia
de Recolhimento do FGTS e de Informacdes a Previdéncia
Social or GFIP) should be integrated, and the National
Register of Social Information (CNIS) seems to be the
best place to house them. Reducing the amount of
information that has to come from users themselves
(on, for example, their formal employment record,
education qualifications, and receipt of other benefits
from the system) would increase the accuracy of the
data as well as reducing the burden on the users in the
future.

The emergency pandemic programs also adopted a
digital account system for paying social protection
benefitstorecipientsfastandsecurely. Thisinnovation
has led to the adoption of the same mechanism for
Auxilio Brasil, which now by default provides payment
in digital social accounts. Policymakers, however, still
need to find ways to ensure the equitable access to
digital services and to harness the potential of more
private providers to offer high-value financial services
to beneficiaries.
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Another area for future development is that the
Cadastro Unico is still used as a means-testing
registry of potential beneficiaries, with limited
capacity torecord the beneficiaries of those programs
that make use of it. Programs use the Cadastro Unico
to determine the eligibility of beneficiaries but are not
able to send information to the registry, such as data
on enrollments. In addition, there is a persistent historic
divide between the contributory and non-contributory
registries and between implementing institutions
(World Bank, 2018).

Finally, communication between social protection
programs and their beneficiaries also needs to
be developed. Except for Auxilio Brasil, which has a
mobile app through which it can communicate with its
recipients and receive their feedback, the only interface
that other social programs have with their beneficiaries
is during the enrollment process, or via grievance
redress services. There is thus ample room to develop
digital channels to facilitate more frequent interaction
between program users and managers.




CHAPTER 5

Paving the way:

Reform options
for the next two
decades

KEY MESSAGES

This note proposes ten policy reforms for the social protection system that can prepare
Bragil to address structural issues, and new challenges deriving from long-term trends.

The future social protection system should include a guaranteed minimum package of
programs, designed to reduce exclusion errors, and directly coordinated with contributory
programs.

Subsidiged coverage should focus on the most vulnerable, and gradually be withdrawn based
on the ability to contribute;

Bragil should reduce the gaps in access to social protection programs, and the differentials
in contributions and taxes, between different forms of working (employed, self-employed)

A universal cash transfer for children, combined with a means-tested benefit for poorer
households, can improve efficiency and equity of the fragmented set of transfers for families.

We propose a consolidated old-age social pension, directly coordinated with contributory
pensions, capable of restoring incentives to contribute and fair returns at any contribution
level.

To improve early childhood development, conditional cash transfers can be accompanied by
cost-effective interventions to strengthen parenting practices and coordination with other
services.

Several changes can improve the responsiveness of the SP system to climate-induced
disasters

Revamping systems to deliver labor market policies and economic inclusion interventions
will be key to support the future workforce along many transitions. A reform of cash-based
labor benefits can make space to finance a modern network of labor offices, while improving
labor productivity.

Enhanced delivery systems and technology can support execution of these policies, but
should not substitute CRAS/SUAS, which instead could be strengthened to focus on social
service delivery.
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5.1 Guiding principles

Several reforms could prepare Bragil to face the
challenges brought by future megatrends. Figure 50
illustrates a selection of ten reforms that stem from
the systemic analysis in this paper according to their
expected impact on poverty and equity, their fiscal
impact (positive, neutral, or negative), and the time
horigon needed for their realigation. The key will be
to achieve a fiscally balanced package given Bragzil's
constrained budget and the already large allocation
devoted to the social protection system. In this chapter,
we discuss the principles underlying these reforms and
then each one of these reforms in turn.

The majority of these reform proposals build on,
or directly draw from, prior analytical work. The
purpose of this chapter is thus to suggest a general
direction and a policy package and to refer to more
in-depth publications exploring the detail behind the
policies. The reforms were largely drafted with the pre-
COVID 19 scenario as a baseline, given the challenges
involved in simulating the tax benefit system with
2020-2021 data and the uncertainty about the future

P> Figure 50. Direction of fiscal and poverty impacts of the proposed reforms to Bragil social protection system

of temporary relief programs. Recent developments
regarding the sige and design of Auxilio Bragil are taken
into account. Even though Bragil's total expenditure on
social assistance is now higher, the recommendations
for the medium term remain valid.

The social protection policy package should focus
on ensuring access to risk-sharing instruments,
especially for the most vulnerable, as a way to
expand opportunities and inclusion. The recent papers
Charting a Course Towards Universal Social Protection
(World Bank, 2022a), Time for a New Course: an essay on
social protection and growth in Latin America (Levy and
Cruces, 2021) and Risk Sharing in a Diverse Labor Market
(Packard et al, 2019) laid out some guiding principles
for developing countries for revisiting their provision of
programs in the light of the challenges to expanding
coverage and generating incentives for development,
the changing nature of work, new sources of risks,
and advancements in administrative systems. These
principles are also applicable to the renewal of Bragil's
social protection and jobs system and are the basis for
the proposals for incremental policy reform discussed
in this chapter.
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The foundation of a social protection system for
the future would consist of a guaranteed minimum
package of benefits to be targeted in such a way to
minimige exclusion errors. The guaranteed minimum
would consist of two components: (i) transfers to
prevent poverty and (i) subsidies to cover the premiums
for insurance against catastrophic losses for which
there is no market alternative. Packard et al (2019)
argued that the guaranteed minimum is best financed
from the national budget (the broadest tax base) and
should prioritizge approaches that minimige exclusion
errors,*® even at the cost of higher inclusion errors.*
Following this principle, our first proposal would be to
institutionalige a universal cash transfer for children,
combined with a means-tested minimum income
benefit for poorer households. Our second proposal,
recogniging the quasi-universal (but fragmented)
coverage of existing programs for the elderly in Bragil,
would be to create a universal old-age social pension
benefit, deliberately coordinated and incentive-
compatible with contributory pensions. This would both
close the limited outstanding gaps in old age coverage
and increase efficiency of total spending on old age.
These two reforms are key to ensuring protection
throughout the lifecycle and can be considered as the
first layer of protection to be provided by a future social
protection system.

The guaranteed minimum package would be
supplemented by several additional layers of
protection, with the second layer being mandated
and individually financed insurance (or savings). This
insurance or savings mechanismwould be proportionate
to the ability of an individual to contribute and would
cover losses that are relatively rare and catastrophic
(for example, disability, premature death, and extended
longevity). Requiring people to save and self-insure
through instruments that provide actuarily fair benefits
lowers the risk of moral hagard and ensures that public
resources are transparently allocated to people who
need them the most. Our proposal on reforming the
minimum pension guarantee aims to disentangle the
subsidy and contributory components of Bragilian
pensions. A transparent contributory pension would be
open and required of all workers, regardless of how they
engage in the labor market, including self-employed
workers doing new forms of digital work.

The government should also actively encourage
individuals to save for the short and for the long
term, building a third layer of protection with low
fiscal costs. Our policy proposals in the next section
propose to expand individual savings for self-employed
and informal workers; they aim to help workers to
self-insure against labor income shocks beyond what
would be available from the guaranteed minimum
package. Historically, voluntary saving schemes have
had a low take-up in developing countries, as they are
a normal good, that is, people save more as income
rises. Moreover, people are subject to numerous biases
that dampen the interest in saving for future needs.
To overcome in part this limitation, some countries
have experimented with built-in behavioral nudges to
remind people to save, default opt-in features to set
aside part of income streams into separate accounts,
and behaviorally informed monetary incentives such
as matching contributions. Investing in the financial
education of the population can also increase knowledge
about and interest in insurance and savings.

The guaranteed minimum package should also set
adequate benefit levels, ensure that incentives are
compatible across all programs, and be fiscally
sustainable and countercyclical. These different
desirable attributes are often difficult to attain
simultaneously, but a few lessons have been learned
from global experience that can help to achieve all
these goals:

Programs operate as entitlements, which means
that they should respond to observed needs. For this
to happen, programs need to be rights-based (UNDP,
2021), countercyclical, and have a continuous
eligibility process. In Bragil's case, this means that
cash transfer programs need to be given the same
legal status as other social protection programs,
that is, to become a guarantee of rights, to prevent
any form of rationing or waiting lists. Adaptive
reforms are also needed to give them the fiscal
space to respond to times of crisis. At the same
time, since the average benefit of the CCT program
grew substantially, compared to its pre-crisis level,
its benefit level could be revised, and its design
made more efficient, to ensure that the program is
available to all those in need.

40 For example, a guaranteed minimum income program consisting of strict means-tested benefits aimed at preventing poverty at
nminimum expense to the budget. However, this approach carries a risk of under-coverage, meaning not reaching all eligible recipients.
41 For example, a universal basic income program, in which a flat amount would be paid to every individual regardless of their means,

which would result in fewer exclusion errors.
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The guaranteed minimum package should allow for
the gradual phasing-out of benefits to avoid any
sudden sharp reductions in household income. This
will require all programs to adhere to the same means-
testing mechanisms (not thresholds necessarily)
and for their administration to be coordinated. Our
reform proposals for the old-age pension and social
assistance also aim to prevent any break in coverage
for households due to temporary changes in income
or contributory period.

Eligibility thresholds for the package should be set
relatively high to make it possible to support the
substantial number of individuals who move in and
out of poverty.

Finally, facing many of the structural issues of
the future depend on the provision of high quality
services. This implies a partial reallocation of social
protection budgets away from cash expenditure,
and greater emphasis on systems that ensure good
governance, capacity building and quality assurance of
locally delivered programs, including by expanding the
capacity of the federal government to steer and finance
complex policies. There are important precedents in the
Bragilian public administration, such as in the roll-out of
SUAS nationwide, that can be extended to other sector
and programs.

We make the following suggestions for reforming the
Bragilian social protection system to enable it to cope
with the trends and changes that are expected over the
next two decades.

i. Consolidation of fragmented transfers for
working families

To increase the sustainability of the CCT program and
ensure its true countercyclical capacity, benefits for
working families should become coordinated, ideally
integrated ina single program. As discussed in Chapter
4, the Bragilion government provides some form of
income supplement to households in all segments of the
income distribution, in the guise of a “tapered universal
basic income” (where total benefits received fall as
household income rises). In Bragil's case, however, this
tapered income support is fragmented. The coexistence
of benefits with different targeting approaches creates

duplications in some households and a lack of coverage
in others. Additionally, with the creation in 2022 of the
Beneficio Extraordindrio (Extraordinary Benefit), a series
of generous extra payments from Auxilio Brasil, total
expenditure on family transfers increased substantially
compared to before the pandemic but in a way that
privileges single-member households to the detriment
of those with many children.

Brazil could consolidate its transfers for working
families into a single tapered social transfer, which
could support the chronic poor and those affected by
transitory shocks more generously and sustainably.
Over the years, several authors have proposed this type
of benefit consolidation (see World Bank 2018, and Paiva
et al, 2021). Our proposal, named the ‘consolidated
social assistance benefit,” builds on this literature and
on the innovations achieved by the social protection
system since the COVID-19 crisis. We propose that it
should have the following features:

A strong focus on inclusion and lessons learned from
the experience of the Auxilio Emergencial. One of
the important innovations adopted by the Auxilio
Emergencial was to include by default households
that may temporarily be able to rise out of poverty
but do not have sufficient means to remain there.

The avoidance of disincentives to formal labor market
participation by adopting a relatively high exit
threshold and a smooth phase-out benefit rule to
prevent families with earnings slightly above the
eligibility threshold being drastically penalized,
including when they enter the formal labor market.

Treating different forms of labor income in the same
way for taxing and contributory purposes, including
income from wage and self-employment, to
enhance horigontal fairmess in the rewards from
work. Similarly, contribution levels should be equally
rewarded in terms of benefits across forms of work.

Deliberately coordinating social assistance and
unemployment insurance to make social assistance
a second-tier safety net when insurance benefits
expire, and to avoid household-level duplication of
benefits.

Ensuring that the consolidated social assistance
benefit serves as a platform to promote the use of
other services. These could include early childhood
development, support attendance to health, early



and basic education, and serve as entry for financial
and economic inclusion programs, as already done
by Bolsa Familia/Auxilio Brasil.

Addressing the weaknesses in the design of the
Beneficio Extraordindrio and Beneficio Complementar,
such as the flat amount that disregards family
composition, and ends up as an incentive for families
to split.

Areformwith these characteristics would be compatible
with the legal basis of the Bolsa Familia/Auxilio Brasil
program, as the program’s law allows to absorb other
benefits into the CCT program.

One possible way to implement a single social
transfer would be to combine a universal benefit
for children with a broadly targeted means-tested
benefit to poor households. This new program would
have two components:

i.  Universal flat child benefit: This would consolidate all
existing transfers targeted to children, which are
now fragmented throughout the tax benefit system
(including the child and youth benefits of Auxilio
Brasil, Saldrio Familia, and child-related income-tax
deductions)

il. Means tested benefit: This would consolidate the
unconditional component of Auxilio Brasil (the
Citigenship Benefit or Beneficio de Cidadania) with
Abono Salarial, a program originally meant to
support low-wage workers, albeit very ineffectively
at present. The benefit would begin to taper off above
the eligibility poverty line to preserve incentives to
participate in the formal labor market.

We performed simulations of this proposal with a
budget neutral design using program expenditures
in 2019 as the baseline year. We used the World
Bank BraSim tool calibrated for 2019 with the budgets
of Bolsa Familia, Abono Salarial, Saldrio Familia, and
child income tax deductions as the baseline. The new
consolidated social assistance program would pay a
flat benefit to all Bragilian children aged between O and
17 (universal component), and one flat benefit to each
adult living in households below a poverty eligibility

threshold (means tested component). The eligibility
threshold used in the simulation was R$ 250 per capita
at 2019 prices,*? which was set at a level that would
allow low-income formal workers to benefit from the
targeted component. For those with incomes above the
RS 250 eligibility line, we assumed the benefit would
be withdrawn with a marginal tax rate of 50 percent,
meaning that a R$ 1 increase in per capita income
above the eligibility threshold would lead to a decrease
of RS 0,50 in the benefit level per adult.

This new consolidated social assistance benefit
would remain reasonably well targeted and would
reduce poverty by a similar degree as would be the
case if the current fragmented system could be
perfectly implemented. Despite its universal design,
the child benefit would be progressive.*® This is because
the distribution of children in Bragilian households is
skewed towards the poorer quintiles. In this budget-
neutral simulation, there would be only small, and
statistically insignificant, variations in the poverty
rate after the reform (using different poverty lines)
compared to the perfect implementation of all transfers
scenario. However, the new structure of benefits would
be coherent (as opposed to the current fragmented
structure), would bridge coverage gaps, would reach a
larger number of beneficiaries, would avoid overlaps,
and would offer appropriate incentives for individuals to
look for formal jobs. The smooth reduction of transfers
over the income distribution (figure 51) is a good
illustration of the consistency of the new design.

The main advantage of this reform would be to
reduce the likely exclusion errors that arise as a
result of the current fragmented system, and of the
imperfect implementation of means tested benefits.
The consolidated program would not only prevent
overlaps but would also bridge the existing gap in the
coverage of children. Soares et al (2019) using data
from the 2017 Bragilian National Household Sample
Survey (PNAD) estimated that 2.5 million children
received more than one benefit whereas 17 million
children received no benefit at all, half of whom were
in the bottom 30 percent of the income distribution.
The universal component would thus create a stable
income stream to support children living in vulnerable
households, regardless of the households’ form of

42 Recalling that eligibility thresholds in 2019 were R$ 89 for extreme poverty and R$ 178 for poverty.

43 Universal benefit has a concentration coefficient of -0.19. Combined, the universal and the targeted components would have a
concentration coefficient of -0.32. The concentration coefficient measures how progressive or regressive is a specific source of income.
It varies from -1 to +1. Income sources with concentration coefficients below the Gini coefficient (which measures income inequality) may
be considered progressive (that is, they contribute to reducing income inequality). Income sources with concentration coefficients below

0 may be considered highly progressive.
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engagement in the labor market or of the frequent
fluctuations of income that currently cause families to
constantly rotate in and out of programs (Fietg et al,
2021 and Morgandi et al 2022).

Figure 51. Incidence of the proposed
consolidated transfer for children and low-income
families, compared to sum of all major fiscal
transfers for families in 2019
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Source: Authors’ simulations based on the 2019 BraSIM
Microsimulation Tool. Note: The figure shows the incidence of
the proposed consolidated transfer, compared to the incidence
of all family-focused transfers (Bolsa Familia, Abono Salarial,
Salario Familia and the Child deduction to income tax).

The broadening of the beneficiary base, especially
among the vulnerable middle class, could also
support the political economy of reform. Under the
assumption of perfect implementation, our simulations
suggest that the total number of direct and indirect
beneficiaries would go up from the current 125.7
nillion*#to 140.9 million. Earlier attempts to consolidate
all transfers into a single benefit only reaching the
poor (Renda Bragil reform, 2021) rapidly succumbed
to the political economy dynamics that explain the
endurance of poorly designed benefits such as Abono
Salarial in Bragil. The new design sends a clear signal
to most beneficiaries of Abono Salarial, Saldrio Familia,
and income tax deductions that most of them would
get something from the new program (either because
they are low earners, or because they have children) and
with less risk of being required to exit the program. At
the same time, the large overrepresentation of children
among the poor in Bragil would ensure that it was
sustainably progressive.

Many operational aspects of such a reform would
require further planning. From an administrative
perspective, unifying the budgets of the relevant
programs would be anything but simple. The benefits
of Abono Salarial are paid more than a year after
recipients meet the eligibility criteria, and Saldrio
Familia and income tax deductions are tax expenditures
rather than social protection spending. Also, only
Cadastro Unico and the income tax registry contain
reliable information on children in Bragilian families,
and, according to Paiva et al (2021), 26 million children
are not reflected in either registry. As was done in the
case of the Auxilio Emergencial program, the Cadastro
Unico could be scaled up through the use of a simplified
digital application form to construct a single national
registry of households for the purpose of applying to
the universal program. This could help to promote self-
targeting, as upper-income households are less likely to
apply for a benefit of limited generosity, whereas as of
today, the benefit is automatically captured as a tax
deduction.*

Another key issue relates to the role and breadth
of benefit conditionalities, which are the lynchpin
of Auxilio Brasil. More analysis will be needed on the
evidence of CCTs effectiveness in Bragil, and patterns
of service usage by children and youths across the
income distribution. One option might be to extend
hard conditionalities to all beneficiaries of the universal
transfer. After all, Saldrio Familia has similar conditions
to those that were required by Bolsa Familia (school
attendance and vaccination), with the main difference
being that they are not enforced. However, this would
probably not be compatible with the rights-based
approach advocated here. An even less justifiable
option would be to limit conditionalities to children
living in households that also receive the means-tested
component, which would overlap to a considerable
extent with the current set of families receiving Auxilio
Brasil benefits. A potentially interesting option would
be the adoption of soft conditionalities, maintaining
the monitoring system and engaging social workers in
case of noncompliance with the conditions of school
attendance and health checkups and thus move
towards a more nuanced, risk-based model, which
exists in other countries. However, this option raises
operational and costs concerns.

44 Benefiting from Bolsa Familia, Abono Salarial, Saldrio Familia, or child income-tax deductions.
45 It would also be a response to the Supreme Court’s determination to accelerate the implementation of the universal basic income

process provided for in law 10,835/2003.



Finally, these reform simulations could be updated
in the future to incorporate the 2022-2023 Auxilio
Brasil budget as the new baseline and to revise the
Beneficio Extraordindrio. As stated in Chapter 4, the
Beneficio Extraordindrio exhibits design weaknesses, and
led most Auxilio Brasil beneficiary families to receive
a flat generous benefit at a RS 600 regardless of
their sige or need. As such, it canceled out the design
improvements in Auxilio Brasil, which tried to maximize
its impact on specific groups. A second potential
risk of the Beneficio Extraordindrio is that it may give
families an incentive to split into smaller units. Finally,
the benefit exacerbates inequities between those just
above and below the eligibility line. It remains unclear
whether the 2023 budget for Auxilio Brasil/Bolsa Familia
(which, including Beneficio Extraordindrio, accounted for
1.4 percent of GDP), can be sustained as the permanent
fiscal baseline for family social assistance. In the
context of our proposal, the resources currently spent
on the Beneficio Extraordindrio would be used to increase
the generosity of the means-tested component of the
consolidated benefit. It is also important to consider the
opportunity costs of further expanding cash benefits,
given the alternative uses to which such funds could be
put, especially to develop underfinanced services in the
social protection package, as will be discussed further
in this chapter.

ii. Minimum old age benefit reform and
elimination of retirement age differences

Considering the major sustainability challenges
facing the pension system, the reform of the
minimum pension benefit will be vital, coupled with
compensating measures in the provision of social
pensions. Brazil currently provides a “‘minimum benefit
guarantee” for most old age residents through several
programs: (i) the guaranteed minimum pension; (i) the
(de facto non-contributory) rural pension; and (iii) the
BPC social pension. As discussed in Section 4.4, this mix
of programs is fiscally expensive and has several design
elements that make it unsustainable and distortive.
We recommend a series of design changes to all three
benefits to improve their equity and consistency and to
increase their efficiency. First, we suggest reforming the
guaranteed minimum contributory pension benefit by
prorating the generosity of the benefit to the number
of years of contributions, eliminating the difference in
retirement age between men and women, and removing

the minimum contribution period. Second, we propose
revising the level of the BPC to restore incentives
to contribute to the pension system and, finally,
consolidating the BPC with rural pensions.

Pro-rating of the generosity of the minimum pension
to the number of years that individuals have
contributed to the system during their working lives
would be fairer. The minimum pension amount is set in
the Bragilian constitution as equivalent to the minimum
wage, but currently only those who make at least 15
years of contributions receive any benefit. The proposed
reformwould remove the 15-year minimum contribution,
thus no longer penaliging those with shorter work
histories.“® At the same time, the benefit would no longer
have its currently high floor and, instead, be prorated to
years of contributions. A worker with a full contribution
history (35 years for men at the moment) would
continue to qualify for a full minimum pension, while
one with 5 years of contributions would receive 5/35 of
that amount. Only the contributory part of this benefit
would be extendable to survivors. This reform would
remove the subsidy component of the minimum pension
guarantee. For those who did not qualify for the full
pension, the BPC benefit could be used to complement
the income gap, as discussed below.

The BPC could then be coordinated with this newly
designed contributory pension to ensure that all
elderly people remain out of poverty. Consistent with
usual practice in most countries, the BPC benefit could
be gradually reduced in real terms (keeping its nominal
value) to become lower than the minimum contributory
pension. In addition, for those elderly people who qualify
for only a portion of the contributory pension (because
of their short contributory history), the BPC would kick
in to complement their income. For those elderly people
with no contributory pension (such as those who have
worked in the informal sector all their lives), the BPC
would be paid in full (see figure 52). This design would de
facto make the minimum old-age protection universal
and eliminate the means test currently applied to the
BPC. This universal approach would not be overly costly,
since most elderly people already receive some benefit
now but would help to ease the political challenge of
a reform and reduce administrative inefficiencies. The
income tax reforms that we propose below make it
possible for the government to claw back part of the
benefit paid to higher earners.

46  The pension is currently accrued at 4 percent of the wage base per year for the first 15 years and at 2 percent thereafter.
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P> Figure 52. Consolidating the components of old-age pensions (BPC and rural pension) and the

prorated minimum contributory pension guarantee
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Source: Authors.

The savings generated by this reform would enhance
fiscal sustainability of the system without increasing
poverty. With the aging of the population, the demand
onmandatory entitlements in pensions would otherwise
continue to rise, so reforms like this will be essential to
avoid crowding out other less protected and more pro-
poor expenditures. As the minimum pension accounts
for a large share of pension benefits granted annually,
the reform would have a sigable fiscal impact. Under
our proposal, if the implicit rate of return is held at 4
to 6 percent, not only for those with a complete work
career of 35 years but also for those with partial career
(by prorating the minimum pension amount), the total
savings on current pension spending would be 36
percent. Even accounting for increased expenditure
on the BPC, the total savings would still be around 30
percent of all current spending on minimum benefits,
or BRL 80 billion per year (0.9 percent of GDP).*” To put
this into perspective, expenditure on the entire BPC
program is currently BRL 35 billion per year.

Thus, the proposed reform would offer multiple
advantages. It would provide all the elderly with
secure protection against poverty, while avoiding the
duplication of benefits at the same elevated level in
a context of high fiscal tradeoffs where many poor

families do not even receive the minimum level of
support. The proposed reform would improve incentives
to contribute, increase fairness, and increase the fiscal
sustainability of the pension system. Also, our proposal
regarding the consolidated social assistance benefit
would reduce the administrative burden on individuals,
the Bragilian Social Security Institute (INSS), and
the courts while also ensuring that all of the elderly
population is protected against falling into poverty.

iii. Reducing differentials in the taxation of
different forms of working

The changing nature of work, and Bragil’s 2017 reform
of the labor code, highlighted the need to adjust the
tax wedge and contributions to social insurance. The
tax wedge (the difference between total labor costs and
the net wages that workers receive) on dependent work
in Bragil is one of the highest in the LAC region and is
just below the average in OECD countries. In contrast,
the tax wedge faced by individuals who sell their labor
legally on the market as firms (sole proprietors or
partners) is significantly lower. Depending on the form
of incorporation involved (such as MEI, SIMPLES, or
other forms of legal entity), non-dependent workers
can shield a large part of their earnings from income

47 Savings from equaliging the retirement age are not included in these calculations.



tax,*® pay reduced social insurance contributions, and
avoid other levies that form part of the tax wedge of
regular wage employees.*® This heterogeneity in taxes
and mandatory contributions related to different
forms of work results in different effective tax rates on
Bragilian workers, even between those performing very
similar work (see figure 53).

Concerns about the phenomenon of pejotigacdo (or
outsourcing) are growing, particularly with regard
to its negative effects on efficiency, fiscal revenue,
and worker’s vulnerability. The considerable cost
and regulatory advantages associated with self-
employment are likely to explain the increasing share
of non-dependent workers in the formal workforce, as
discussed in Chapter 3. International experience has
shown how cost arbitrage opportunities generate strong
incentives for firms to contract self-employed workers

wherever possible. Involuntary self-employment can
be problematic as these workers cannot access the
social protection tools in place for wage employees.
The changes to the labor law adopted in 2017 reduced
the restrictions on workers performing many tasks as
independent subcontractors of larger companies, thus
further expanding the demand for this form of work.
Legal provisions against ‘disguised self-employment”
remain in place in Bragil, but they are not necessarily
effective, especially as technological change has made
it easier to segment and outsource labor inputs without
a direct dependent contract. Bragil's special regimes
also have a significant negative impact on revenues.
In 2017, 61 percent of the 4.9 miillion formal firms that
contributed to the Bragilian Social Security Institute
(INSS) were part of the SIMPLES or MEI regimes. These
firms represented 26 percent of total employment and
16.8 percent of total wages (AEPS, 2017).

Figure 53. Total tax wedge as a percentage of labor earnings for different forms of work in Bragil,

current design and potential reform
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Source: World Bank de jure tax and benefit model for Brazil for 2018 developed by Katharina Fietz, Stella Carneiro, Matteo Morgandi,
Cornelius Fleishaker, and Rodrigo Orair.

Note: The model identifies the tax wedge (% of total labor costs paid in contributions and taxes) by different individuals selling their labor
under different regimes. CLT identifies dependent workers hired under the labor code, either in a regular firm (PJ) or in a firm in the simplified
regime (SIMPLES). TA= Trabalhador Auténomo in the labor code. MEI = microentrepreneurs. SIMPLES = firm partner in the SIMPLES (simpli-
fied tax) regime. PJ = firm partner in the regular regime (Pessoa Juridica - PJ). LP = expected profit (Lucro Presumido - LP).

48 In Bragil, labor income is subject to personal income tax (IRPF) as well as payroll contributions (which vary according to each kind
of employment). On the other hand, dividends paid out to shareholders of a company (including an individual owner of a small company)
are tax-exempt. Dependent workers must declare all of their earnings as labor income (pro-labore), while autonomous workers and micro-
entrepreneurs (two different forms of self-employment) can deduct part of their revenues as costs (whether real or presumed). Also,
owners of firms (such as SIMPLES or PJ) are able to choose the share of their net profits that should be considered labor income, with
the rest being tax-exempt dividends.

49  Levies include the INCRA contribution, the Saldrio Educagdo contribution, the Sistema S contribution, and the Seguro Accidente
Trabalho contribution.
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We propose that several changes be made to taxes
and contributions to reduce the cost of labor, improve
equity and increase neutrality across different forms
of work. Proposals areas follows: (i) reduce the difference
in the costs of procuring labor from a dependent wage
employee and a self-employed worker; (i) align taxes
across types of types of incomes (dividends/profits,
pensions, wages, and rents) to achieve tax neutrality; and
(iii) Increase the overall progressivity of the direct tax
system by collection of the personal income tax, through
more progressive rates in line with OECD countries, and
fewer exemptions. These proposed changes contribute
to harmonige the tax wedge across all types of workers
and are designed to be fiscally neutral®® Figure 54
presents the results of simultaneously applying all of
our proposed changes on final tax rates. Importantly,
the reform would significantly reduce the cost of
formal dependent work and, in general, would lower
the differential in tax wedge between forms of work,
particularly for high earners who are most capable of
exploiting arbitrage opportunities.

More in detail, eliminating the taxes that are
financing pure public goods from the dependent
workers’ payroll, could already reduce significantly
cost of dependent wage employees. To reduce the high
tax wedge of dependent wage employees, the financing
of public goods such as the Land Reform National
Institute (Instituto Nacional de Colonigagdo e Reforma
Agrdria or INCRA), Sistema S, and Saldrio Educagdo could
be removed from the payroll. Only this could reduce the
tax wedge for a single earner receiving the average
wage from 31 percent to 28 percent. A similar reform
was carried out in Colombia, which increased formal
employment among low-wage workers (Kugler et al,
2017). Furthermore, we propose applying the same
contribution base ceiling as is applied to employees’
social security contributions to the employer’s security
contributions (contribuicdo patronal previdencidria or
CPP). The current ceiling lies at about 6 minimum wages,
thus turning contributions into a pure tax on high-
income workers. As a final step, the non-labor costs of
dependent workers can be harmoniged, regardless of
which firm they work for. For instance, the same rules
of Seguro Acidente de Trabalho (work accident insurance)
should be applied to dependent wage workers working
in firms in both the PJ and SIMPLES regimes.

To offset the revenue losses from reducing payroll
taxes, Brazil could align personal income taxes
with international good practices by removing
the current exemptions for dividends and pension
incomes. In Bragil, dividends distributed to individual
shareholders are exempt from income taxes, which is
a global anomaly. This further incentiviges individuals
to incorporate as firms. A second group that is treated
differently than dependent workers are pensioners.
Income tax exemptions on a portion of the income
from pensions currently costs the government more
than BRL 70 billion per year. Both changes would
increase the neutrality of income taxes and would
help to finance a reduction in the cost of labor, thus
stimulating the creation of formal employment in
formal firms.

Second, aligning pension contributions rates for all
types of workers would further reduce incentives
to disguise dependent work as self-employment.
The fact that SIMPLES and PJ owners can declare an
arbitrary contribution base (saldrio de contribuigéo)
regardless of their actual profits allows them to legally
under-report their income for pension purposes. In our
proposal, we aim for a harmonigation of contribution
rates by: (i) applying a maximum contribution base
to the employer’s social security contributions; (ii)
applying the same rates as dependent workers to self-
employed workers who are working for an employer;
and (iii) increasing the contribution rate of MEI workers
to match that of dependent workers, from 5 percent to
11 percent of the minimum wage.

iv. Unemployment protection programs for
formal workers in the future labor market

To increase the efficiency of unemployment
protection programs, unemployment insurance
(Seguro Desemprego) and individual savings accounts
(the FGTS) should be coordinated with each other and
with other services. A large body of literature has been
calling for a reform of unemployment programs.> One
possible approach, based on international experience
(World Bank, 2018), is forindividual savings accumulated
in the FGTS to be used as the first line of financing for
unemployment claims. Only once the worker's funds in
the FGTS is exhausted would the worker receive funds

50 This proposal was developed by the World Bank team jointly with Rodrigo Orair of the Institute of Applied Economic Research

(IPEA).

51  Other potential incentive-compatible designs are proposed in the literature, for instance that the benefit could be paid in part
through the unemployment individual savings account and in part through the unemployment insurance pool.



P Figure 54. Unemployment payouts if unemployment insurance (Seguro Desemprego) and individual

savings accounts (FGTS) were coordinated
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Note: Unemployment benefit for dismissed worker with a pre-unemployment wage equal to 1.5 of the minimum wage and job tenure of 24 months.

from unemployment insurance.® In this way, workers
would receive less than they earned while working (thus
removing perverse incentives), payout periods would be
extended (see the example in figure 54), and individual
savings would be used up before any payouts would be
given from the public risk pool.

The unemployment insurance can be improved by
making parametric changes to its access conditions
and benefit generosity and by redistributing co-
responsibilities.>®> Improving the sequencing and
integration of severance pay, social assistance, and
social insurance would also make unemployment
insurance better suited for long-term unemployment
and would reduce the disincentives associated with the
benefit. Therefore, it would be desirable to reduce the
replacement rate of unemployment insurance while at
the same time increasing the duration of the benefit in
line with international best practice. The FGTS could
be designated as the first payer of monthly income
support after a worker’s dismissal, and unemployment
insurance would start to be paid once the worker’s
individual saving account (FGTS) is depleted.
Simulations of this reform suggest that it would result
in shorter average periods of unemployment. Benefit
top-ups could further be provided to unemployed

B Public Financing

Benefit Replacement Rate

workers who were willing to immediately engage with
active labor market programs in search of a new job
to reduce the likelihood of beneficiaries depleting the
benefit.

While Bragil already spends a similar amount on
social protection as other countries with a similar
revenue capacity, legislative changes are needed
to distribute this spending more equitably among
different age groups. Moreover, making other legislative
changes, such as changing the vesting period for first-
time claimants could increase access to unemployment
insurance for those with intermittent working careers.
How to further increase income protection for groups
that are currently uncovered will be discussed under the
next recommendation.

v. Financial instruments for
informal workers

A salient question during Bragil’s recovery period will
be how to increase the resilience of vulnerable and
informal workers, especially those who are ineligible
for social assistance. Financial inclusion policies can
contribute to achieving this objective.

52 It is known that the FGTS is more than individual savings as it currently also finances housing and sanitation programs. Hence,
using these funds as a substitute for unemployment insurance would not yield a neutral impact. In the context of Bragil's 2040 future
outlook, the FGTS should be thought of as an invention to fund public goods that made sense when private financial markets were less
developed. However, in the current and the near future, these policies should be financed by other budget sources rather than by forcing

workers to save.

53 See Morgandi et al (2020) for a more detailed overview of these specific policy recommendations for improving the unemployment

protection system in Bragil.
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The Cadastro Unico and Auxilio Brasil/Bolsa Familia
can be used to provide precautionary saving products
for the vast population of vulnerable and informal
workers in Bragil. There are a number of steps that,
taken together, can bring Bragil closer to international
best practices, and these are described in more detail
in World Bank (2021d). Of particular relevance is the
use of precautionary saving schemes to strengthen
the income resilience and financial literacy of social
assistance beneficiaries who are approaching the
financial thresholds for graduation, such as those
who come under the Emancipation Rule. Auxilio Brasil/
Bolsa Familia beneficiaries near the exit threshold of
the program tend to work informally and to be self-

employed, but they are no longer extremely poor (Fietg
et al, 2021), so they may be more easily persuaded to
save. The experience of digital social savings accounts
(Conta Social Digital) should be studied to identify how
Auxilio Emergencial savings have been used.

The provision of saving products to families could
enable them to mitigate ex ante the costs of shocks
and reduce their chances needing to re-enroll in
safety nets. World Bank (2021b) reviewed initiatives
from around the world aimed at increasing saving
rates, including in other middle-income countries
such as Colombia, Rwanda, Kenya, and Pakistan
(table 3).>* These initiatives have involved providing

» Table 3. International experience of precautionary savings instruments for workers

Type of program

Colombia (BEPS)

Kenya (Mbao

A Informal and
pension scheme)

Pensions / long-term

low-income
savings (can also workers
be used for other
Rwanda (Ejo long—terrq savings
Heza) purposes in Kenya
and Rwanda)
Chile (Reform
2008)
Formal self-
employed
. Unemployment
Colombia . )
. insurance savings
(Cesantias) qecounts g
Mexico (PROIIF)  Financial inclusion CCT
- Discontinued program beneficiaries
Pakistan (CRISP) Voluntarg'savmgs Informal
 Planned scheme with
individuals accounts  graduates
High Income Unemployment Formal self-
OECD countries Insurance to formal employed

self-employed

Source: World Bank (2021b).

Target group

Design features to| Number of
beneficiaries/coverage

increase savings

Matching contributions
lotteries, text message
reminders

Some withdrawal-side
restrictions, digitally
provided

Matching contributions
by socio-economic
status, digitally provided,
bundled with life
insurance

Favorable interest rates

Automatic transfers,
financial education, free
life-insurance, potential
access to micro-loans

uncovered, CCT  Matching contributions

666,990 beneficiaries
(2020). Potential
beneficiaries: 11.4 mi

100,000 beneficiaries
(2018). Potential
beneficiaries: 12 mi

1.3 mi enrolled (2021).
Potential beneficiaries:
2.9 mi

>300,000 self-employed
(2008): represents 33
percent of those eligible to
contribute

8 mi beneficiaries (2018)

2.3 million families
(2015-2018). Potential
target group: 6.2 million
beneficiaries.

Plot will target 150,000
beneficiaries.

54 Adogen countries in the OECD also have unemployment insurance windows for the formal self-employed, but these schemes appear
ill-suited to a context where informality is high and it is difficult to accurately observe financial losses. A much stronger enforcement
system would be needed to monitor adherence to job search conditionalities than Bragil currently has in place.



financial education, default options, and reminders and
rewards for reaching goals. For a higher fiscal cost, the
government could also provide matching contributions
for low-income workers outside wage employment in
order to help them to build up their individual saving
accounts more quickly.

Efforts to encourage financial savings are sometimes
bundled with the provision of other services, such
as incentiviged long-term savings for retirement,
to support financial inclusion. For instance, by
encouraging informal sector works to develop savings,
this gives them a visible financial history that could
serve as collateral to enable them to access credit.
Financial services providers might also consider offering
microinsurance on catastrophic but rare losses (like
death or accidents) as well to mitigate those risks.
Finally, providing complementary financial education
will be critical to enable families to make the best use
of their savings accounts, and in general, to choose
cheaper products, thus reducing repayment risks for
banks.

vi. Revamping active labor market programs

Reforming the financing for modern active labor
market programs (ALMPs) would help workers and
jobseekers to face the labor market shocks of the
future. Bragzil has almost no ALMPs, except for training
provision, which exists to some extent but is offered in
isolation, Bragil could already afford to invest in ALMPs
without having to increase total expenditures, for
instance, by reallocating current expenditures in FAT
to Abono Salarial, which cost BRL 17 billion a year and
mainly benefit those in the middle- and upper-income
quintiles with a formal job. Macroeconomic policies
to stimulate employment would need other sources
of financing to supplement the wages of those who
already have a formal job through Abono Salarial.

ALMPs can also improve equity in labor market
matching and reduce discrimination. ALMPs should
start by profiling applicants and then offer them a mix
of career counselling, job search support, structured
skill development programs, socioemotional skills
development, and the possibility of accumulating work
experience by providing them with a temporary wage
subsidy (see table 4 for a full range of interventions
possible). Monitoring and evaluation systems should be
in place to identify successful programs and to evaluate
individual providers.

Such interventions are particularly important in a
context of persistent gender and race labor market
discrimination. They can: (i) reduce information
asymmetries and prejudice of employers (through
worker’s skills signaling and objective intermediation);
(ii) incentivige employers to give young people with
a limited social network their first employment
opportunities, (through wage subsidies); (iii) improve job
seekers'interview skills and on-the-job learning (through
soft skills training); and (iv) enhance the purpose
and pursuit of better quality skills training programs
(thorough orientation and counselling services). Several
developing countries are also experimenting with
using performance-based contracts with providers
delivering non-core functions such as technical
training, personalized intermediation, and subsidiged
placements, and this is a promising area for Bragil to
explore. Greater coordination between ALMPs and
Sistema S initiatives would also be helpful to ensure
that the poor receive the support to prepare them to
benefit from spots on high-quality training courses.

To coordinate this agenda at the local level, Bragil
should start revamping its ailing employment
services as entry gateways to other programs. Public
employmentservices(SINE)historicallycoveredanarrow
set of functions: job matching, labor documentation,
and enrollment in unemployment insurance. Funding
for SINE has been minimal and falling. In 2018, labor
intermediation amounted to less than 1 percent of what
was spent on unemployment insurance. SINE's role has
been further diminished since unemployment insurance
moved to digital delivery. Borges, Lobo and Foguel
(2017) estimated that even a minor improvement in
the effectiveness of intermediation would result in large
fiscal savings onunemployment insurance, thus opening
space to fund other active labor market policies. Labor
intermediation is and will be even more in the future
provided through digital platforms that can help match
jobseekers with jobs. However, this does not eliminate
the need to develop in-person offices that can conduct
essential functions such as profiling jobseekers, training
clients in job search skills, providing them with referrals
to local service providers for more complex issues, and
ensuring that everyone receives fair treatment with no
discrimination.

To help workers to cope with displacement induced
by technology and the green transition, Bragil should
organige more intensive reskilling pathways. Trade
adjustment assistance (TAA) programs have been
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implemented in some countries to aid workers affected
by industry-wide declines after trade agreements.
While TAA programs have had mixed results, some
have yielded positive outcomes and can shed light on
potential ways to organige reskilling programs in Bragzil's
industries and occupations affected by future shocks.
Hollweg et al (2014) highlighted the need to take into
account the following considerations when designing
these types of programs: (i) focus on one sector or one

instrument; (i) carefully design the training component
to adjust to destination industries; and (iii) investigate
different cost-sharing options between the private
and public sectors to efficiently finance the program.
To support workers during transitions between jobs, it
will also be important to consider providing them with
additional benefits to supplement the short-duration
unemployment insurance so that workers have income
support throughout their time spent training.

P Table 4. Classification of income support benefits and services by risk groups

Employment Services:

Helping people find jobs

Benefits

(Passive or

Active)
orientation

Information,

Employability-
Enhancing Services
or ALMPs: helping
people become more
employable

Counseling,
Intermediation,
Activation
Casework

Short-Term ST benefits (Ul Self-service tools Job search + Training to refresh or
Unemployed or UA), usually + Job matching assistance upgrade skills
(similar to youth with [APs & co- platforms - Caseworker + Entrepreneurship

and first-time job responsibilities + Websites and call guidance and training
seekers) + Back-to-work centers monitoring, including - Apprenticeships
incentives |APs - Wage subsidies to firms
- Start-up support - Job referrals to hire unemployed or
for businesses, - Career counseling first-time job seekers
entrepreneurship - Subsidies for firms
to adjust working
place or to purchase
assistive technology
for employees with
disabilities
Long-Term - LT benefits (UA Self-service tools Intensified counseling  Job-readiness and soft-
Unemployed (LTU)  or SA after Ul + Job matching and caseworker sKills training
runs out), usually platforms guidance, including + Occupational /
with IAPs & co- + Outreach |APs technical skills training
responsibilities activities for youth, - Some job search - Basic & second-chance
discouraged, inactive  assistance, referrals  education
workers - Mentoring - Digital literacy
+ Information - Wage subsidies for
about the value of firms to hire LTU
education, returns to - Public works/ job
technical specialties creation
Underemployed Self-service tools - Job search - On the job training
+ Websites and call assistance - Apprenticeships

centers

+ Information

about the value of
education, returns to  and counseling
technical specialties

- Job referrals
- Career counseling
- Information

« Entrepreneurship and
business management
training (finance,
accounting, etc.)

+ Financial support and
micro-credits combined
with technical advice

about agricultural
technology and
management
practices

Source: Kathy Lindert, Tina George Karippacheril, Ines Rodrigueg Caillava (eds), Bowen et al, 2020.



vii. Economic inclusion for rural areas

Evidence from productive economic inclusion
programs has revealed that programs show positive
results if well-coordinated geographically. Colin
et al. (2021) analyged global evidence on the impact
and costs of productive and economic inclusion
(PEl) programs. Such programs focus on poor and
extreme poor populations operating in highly informal
economies and mostly in rural areas. PEI interventions
vary but typically involve providing assets, transfers,
and skills training as well as efforts to link individuals
and groups to markets. The analysis considered 80
different case studies and found that the programs
had had promising short-term impacts including on
income, assets, and savings. The analysis further found
evidence that coordination between components is
vital as bundles of interventions have been proven to
have a greater impact than stand-alone interventions.
While the central government has a critical role to play
in establishing the rules and tools of the game, PEI
programs need to be coordinated at the geographical
level. However, a major challenge will be to identify
the institution or institutions with the comparative
advantage to deliver the necessary functions at the
local level.

Past experience from productive economic inclusion
programs in Bragil, such as Brasil Sem Miséria (BSM),
has demonstrated how the bundling of different social
policies has the potential to accelerate productive
inclusion in the country. The BSM was launched in 2011
as part of Bragil's productive inclusion strategy. The
program consisted of three main axes of action: (i) an
income guarantee axis; (i) a productive inclusion axis;
and (i) an access to public services axis. All of these
had the goal of targeting extreme poor families with
insufficient production and food security. The BSM relied
on a whole-of-government approach to coordinating
existing policies and programs such as Bolsa Familia and
the Food Acquisition Program (Programa de Aquisicéo de
Alimentos) and new instruments such as Bolsa Verde and
the Promotion of Rural Productive Activities program
(Fomento a Atividades Produtivas Rurais) and packaging
them into a PEI bundle. Cadastro Unico and SUAS were
both important in facilitating the massive coordination

efforts of the BSM but also in providing a gateway
for potential beneficiaries to access all of the bundled
programs.>®

Making more use of the data in the Cadastro Unico
and other public registries could further facilitate
the implementation of productive economic
inclusion interventions. The Cadastro Unico, especially
if supplemented by data from other government
registries, provides quite detailed information about
individuals and families at the local level from the labor
market perspective. Such information could be used
not only to administer cash transfers, as happens
today, but also to plan and target economic inclusion
programs according to the characteristics of individuals
and communities. World Bank (2021) presents a set
of detailed recommendations on how to leverage the
public registries to pursue the PEl agenda.

viii. Adaptive and responsive safety nets to
climate change

Making Bragil’s social protection system adaptive
to environmental shocks is vital for helping families
and communities to cope with the adverse impacts
of climate change. Adaptive social protection (ASP)
combines different sectoral approaches to build the
resilience of the poor and vulnerable by enhancing their
capacity to prepare for, cope with, and adapt to covariate
shocks. It aims to ensure that social protection
systems are well-equipped and flexible enough to
adjust their response to the changing circumstances
and needs of those affected when a shock occurs by
providing a timely and appropriate response (Bowen
et al,, 2020). Even though Bragil has a well-established
social protection system, a recent review revealed
some gaps and constraints that are restricting the
systems scalability and readiness to ensure a timely
and appropriate response to climate change related
shocks.®®

Making some simple design tweaks to the CCT
program could enable it to provide timely and
appropriate responses to climate change shocks. The
positive impacts of social safety nets on the ability of
poor households to cope with shocks, maintain their food
security, and refrain from resorting to negative coping

55 Through the Cadastro Unico, the Busca Ativa (Active Search) function enabled the program to find extremely poor families who had
not yet been located. Thanks to Busca Ativa, 687,000 previously invisible families were included in the Cadastro Unico in just the first year
of the BSM. In addition, the BSM efforts ensured that 88 percent of families in extreme poverty were covered by at least one program
within the BSM. Families that accessed a program through the BSM achieved the best outcomes with an average increase of 134 percent

in family income (Mello, 2018).
56 Ed, Gongaleg, Ferreia. Forthcoming

SOCIAL PROTECTION FOR THE FUTURE BRAZIL | 8



SOCIAL PROTECTION FOR THE FUTURE BRAZIL | g

CHAPTER 5

alternatives are well-documented (see Ulrichs and
Slater, 2016).%” Bragzil already has a strong foundation
of social protection programs to build upon and could
further develop ASP by including design features in the
Auxilio Brasil program that would facilitate the response
to climate change. These features might include: (i)
using the Auxilio Brasil program as a platform to inform
CCT beneficiaries about risks and appropriate actions
in emergencies; (i) investing in financial inclusion and
introducing savings accounts for low-income workers in
the Auxilio Brasil program; and (iii) promoting livelihood
programs to support those households exposed to
shocks. Lastly, other design tweaks to Auxilio Brasil
could be inspired by the features and rapid roll-out
of the temporary emergency cash transfer program,
Auxilio Emergencial.

Bragil needs to strengthen its efforts to gather
information on household vulnerability to shocks and
their relative capacity to cope and recover. Social
registries are especially critical for estimating the
effects of a disaster on a household and for providing
information on social protection beneficiaries and non-
beneficiaries. Brogil already has a well-established
social registry with high coverage - the Cadastro Unico
- but could strengthen it by including climate change
vulnerability variables and identifying the communities
that are most vulnerable to climate change. The
registry could furthermore enhance its relevance for
ASP by updating information about high-risk areas
more frequently. The Ministry of Development and
Social Assistance might further invest in the capacity
to conduct post-shock assessments or access
vulnerability assessments from other sectors to ensure
that policymakers have an up-to-date understanding
of post-shock household needs.

Bragil could consider investing in an ex-ante system
for responding to shocks. Disaster risk financing
involves the need to have risk financing strategies and
systems in place to respond to shocks before they take
place (Bowen et al., 2020). For Bragil, this would mean
moving from an ad hoc approach to a more proactive
approach to allocating funds for disaster response. To
facilitate this, a risk layering financial strategy would
be needed based on historical data on the costs of
responding to shocks combined with financial modelling
to predict the cost of different future social protection
responses.

At the policy level, Bragil should develop protocols
for ASP. A defining feature of ASP is that many
actors are usually involved in its implementation. This
means that there is a need for protocols to anchor the
planning, management, and delivery of ASP, as well
as strengthened partnerships between ministries and
agencies involved in disaster response. Because Bragil
is very decentraliged, there will also be a need to explore
how responsibilities for shock response are allocated at
the state and municipal levels.

ix. Partially-digital delivery of Cadastro Unico
and the strengthening of CRAS network and
services

Social assistance networks will continue to be
fundamental in the delivery of social protection
services, even as digital access increases. The partial
digital delivery of current administrative functions has
made it possible for social assistance services and the
Social Assistance Reference Center (CRAS) to focus
on more high-value human interactions. In particular,
the Unified Social Assistance System (SUAS) for
years pioneered the use of household-specific case
management in the Family Accompaniment Program
(Programa de Acompanhamento Familiar) but with high
caseloads and limited administrative tools. OECD
countries have largely transitioned to providing high-
value individualiged social services, and many middle-
income countries are following suit. This is challenging
because of the high initial investments required but
represents an important opportunity to prevent the
non-monetary causes of poverty. For Bragil's social
assistance sector to embrace this new set of functions,
its financing will need to be increased. The marginal
return of such investments are likely greater than
simply continuing to increase the monetary value of
transfers without any accompanying interventions. A
few expanded functions that could be given to CRAS
offices could include:

Monitoring by staff of machine-induced errors and
algorithm failures.

Including a more systematic and integrated needs
assessment that can then trigger intensified case
management and referrals to social services for a
minority of acute cases (as happens in the OECD
and Chile).

57  Ulrichs and Slater (2016). How Can Social Protection Build Resilience? Insights from Ethiopia, Kenya and Uganda. Working Paper,
Building Resilience and Adaptation to Climate Extremes and Disasters (BRACED), London.



Developing dedicated approaches to complex
problems that remain widespread in Bragzil, such as
gender-based violence,%® and to serve new vulnerable
groups, such as refugees and migrants.

Supporting the digital inclusion of beneficiaries so
that they can access digital services independently,
which will be a necessary condition for social
inclusion in the future.

CRAS would benefit from providing a mix of human
services and digital delivery in several ways. Although
technology can enable incredible advances in scale
and reductions in the cost of social services delivery,
delivering welfare services entirely via technology is not
recommended given the occurrence of algorithm failures
and the fact that some services are better delivered in
person. Technological innovations that were first used
in Auxilio Emergencial could play a part in improving
targeting, improving citigens interface, and coordinating
information from different sources. In particular, the
outreach to and registration of potential beneficiaries
via online enrollment saves resources and enables the
service to be available around the clock at a low cost.
The integration of core registries and databases makes
it possible to carry out automatiged eligibility checks
and monitoring to trace the socioeconomic trajectory
of beneficiaries.

In the coming decade, the outreach, intake, and
registration functions of social assistance should
incorporate advances in mobile and communication
technology. For instance, in the future, any
communications between government and citigens
about social policies and programs should make use of
the possibilities offered by IT systems and the increasing
(though still incomplete) access to the internet, even
by the poor. There is scope to develop customiged
communications with users based on their profile
and enrollment status. The experience of the Auxilio
Emergencial also demonstrated the potential for using
online enrollment in social programs, including during
shocks and disasters, and for performing required
updates of the regular social protection registries and
programs.

Bragil could also upgrade Cadastro Unico to become
a social registry by enabling it to be interoperable

with the registries of other programs. Even
though the Cadastro Unico is used by more than 20
targeted programs to verify beneficiaries’ income,
this information is not aggregated as each program
maintains its own beneficiary registry. Making the
Cadastro Unico interoperable with the individual
program registries, as is best practice in countries like
Chile and Turkey, would make it possible to identify any
overlaps, manage access to packages of services, and
ensure wider coverage of social assistance (Leite et
al, 2017). It is not just social protection programs and
agencies that need to move in that direction, but also
agencies and programs in other parts of government,
especially health and education.

Having integrated registries would strengthen
monitoring, including adherence to program exit
criteria, the tracing of beneficiaries, and over time
increase efficiency. The fact that Bragil has opened its
administrative data to a vibrant research community
has supplemented its limited investment in internal
program evaluations. However, more analysis needs
to be done of exit criteria from social programs and on
the migration of users between programs to evaluate
medium-term impacts of participation in the multiple
social programs.

x. Closing coverage gaps in early childhood
development through new delivery modalities

Bragil has several policies for children in their first 1,000
days, anchored in prenatal and postnatal universal
primary health services coupled with public childcare
centers and targeted services for more vulnerable
children. Nevertheless, there is a comprehensive range
of complementary policies to support children that
Bragzil could be providing. Therefore, ensuring that these
services are available wherever they are needed and are
well-coordinated is a high priority for the future (figure
55).

Parenting programs for early childhood stimulation
have the potential to become a cost-effective
way to support children’s home-based integral
development. Crianga Felig, or its successor would
benefit from expanding its coverage and enhancing its
quality, and there is also room for the introduction of
new delivery modalities, particularly in the future when

58 Emerging evidence of the impact of COVID-19 as well as lessons from past epidemics suggest that significant risks of violence
against women (VAW) increase in these contexts, especially in countries with weak health systems, weak rule of law, and already
high levels of VAW and gender inequality. In Bragil, between March and April 2020, there was a 22 percent increase in femicide and a
27 percent increase in complaints to the national violence against women helpline. The World Bank has developed a methodology for
preventing gender-based violence (GBV) through the social assistance sector in Bragil that could be implemented at the subnational level.
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P Figure 55. Complementary policies for early childhood development

INCREASE COMPETITIVENESS

REDUCE INEQUALITY

CHILDREN REACH THEIR FULL POTENTIAL
(With the physical, social and emotional capacities to learn, earn, innovate and compete)

CHILDREN ARE HEALTHY & WELL
NOURISHED, ESPECIALLY
IN THE FIRST 1,000 DAYS

« Good nutritional status of mothers
and expecting mothers

« Executive & continued breastfeeding

« Proper feeding of <5s + micronutrients

« Inmunization & Rx of childhood illnesses
+ Good hygiene practices

CHILDREN RECEIVE EARLY
STIMULATION & LEARNING
OPPORTUNITIES

+ Positive and engaging interactions
with parents/caregivers

+ Opportunities for age-appropriate and
play-based learning through quality
preschool programs

CHILDREN ARE NURTURED
AND PROTECTED
FROM STRESS

+ Avoid household and community
stressors (neglect, violence,
displacement, household shocks)

+ Positive emotional connections with
parents/caregivers

+ Supportive discipline

Source: Adapted from World Bank (2018).

beneficiaries will have increasing access to technology
(figure 56).

One way to reduce the costs of the program and
mitigate the financing barrier for municipalities
would be to adopt new delivery modalities. Group
meetings and the use of technology for delivering
service, for instance, could significantly decrease
the number of home visits, thus reducing costs of
commuting and even the number of required personnel.
Crianga Felig's staff are mainly employed on short-term
contracts, which results in high staff rotation and often
compromises their training. This may also negatively
affect the quality of the program.

Regarding the quality of parenting interventions,
thereis alsoroom forimprovementinthe development
of protocols (particularly to specific groups such as
indigenous groups and quilombolas). The program’s
managers might also consider adapting Crianca Felig’s
activities to take account of local and cultural contexts
and encouraging fathers as well as mothers to engage
more closely with program activities. Quality could
also be improved by providing ongoing training to the
program’s staff (given the high rotation of staff who do
home visits) and by strengthening monitoring tools at
the municipal level.

Finally, an impact evaluation of the program has
shown an increase in demand for other social

assistance programs by families who are engaged
in Crianca Felig. This seems to be a result of visiting
program staff providing families with information
about access to social assistance programs that were
previously unknown to them. Since these home visits
are an important doorway to other social assistance
services, integrating Crianga Felig state and municipal
SUAS activities is highly encouraged, including local
public childcare services. The existence of Crianga
Feliz does not reduce the need to expand the national
coverage of day care centers (creches). In fact, they are
complementary actions, and, over time as children grow
and mothers need to return to work, day care centers
become increasingly important.

xi Final remarks

While this note does not contain a detailed costing
of every reform, most reforms could be packaged
together in ways that would be fiscally neutral over
the medium term. For example, curbing passive labor
market expenditures would leave room for investing
in active labor market programs or for consolidating
transfers for working families. The reform of the
nminimum pension guarantee would generate sufficient
fiscal savings to increase sustainability in other areas
and make it possible to invest in underdeveloped
services for the vulnerable population, including social
care for the elderly, early childhood development
programs, and productive inclusion programs.



P> Figure 56. Pillars for strengthening early childhood development interventions

Expanding

Introducing new

coverage delivery modalities

Incorporating group
modalities and mixed
(home visits and group
meeting) modalities

Closing coverage
gaps in municipalities
where PCF is operating

Using technology to
complement in person
activities (apps, SMS,
radio, complementary

virtual meeting) -

. Pilots on technology
Reaching the most

vulnerable in areas
without the program

Adequate financing
to different
modalities considering
local context

Intersectoral
coordination

Enhancing

quality

Permanent training to

PCF staff (high rotation) Integrating PCF with

SUAS in state
and municipalities
initiatives

Developing protocols

Expanding curricula
and adapting to
cultural context

Involving fathers

Linking with childcare
benefits/ creches

Strengthening
monitoring tools at
municipal level

Source: Authors.

In addition, important institutional changes could
be introduced that involve only small investments
with no significant fiscal impact. These might
include investments that leverage technology, cross-
sectoral synergies to improve delivery systems, early
childhood development policies, and improving the
implementation of existing funded programs. Some
of these reforms could lead to quick gains that will
build confidence in and the credibility of the new social
protection system. Other proposed changes, based on
the experience of other upper-middle-income countries,
would require more incremental investments and a
sustained commitment over the medium term.

Finally, many of the key proposals presented in
this note attempt to incorporate political economy
considerations. It has historically been difficult to alter
the benefits received by the well-organiged share of the
Bragilian middle class, and this note recogniges this
reality. It will be important for policymakers to engage
in a broad social dialogue to present the motivation for
and reach consensus on a package of reforms that will
translate savings from inefficient programs into better
quality services. The objective of this note is to provide
the evidence needed to stimulate such a dialogue.

SOCIAL PROTECTION FOR THE FUTURE BRAZIL | 9.



SOCIAL PROTECTION FOR THE FUTURE BRAZIL | 8

References

AEPS - Anudrio Estatistico da Previdéncia Social. 2017.
Brasilia: Dataprev. Available at: https://www.gov.br/
trabalho-e-previdencia/pt-br/acesso-a-informacao/
dados-abertos/dados-abertos-previdencia/
previdencia-social-regime-geral-inss/dados-abertos-
previdencia-social

Almeida, Rita; Leandro Anagawa; Naercio Meneges Filho;
and Ligia Vasconcellos. 2015. “Investing in Technical and
Vocational Education and Training : Does it Yield Large
Economic Returns in Bragil?” Policy Research Working
Paper n. 7246. Washington, DC: The World Bank Group.
Available at:  https://openknowledge.worldbank.org/
handle/10986/21861

Amaral, Aline Dinig; Gragiela Ansiliero; Luis Henrique
Paiva; Otdvio José Guerci Sidone; and Rogério Nagamine
Costangi. 2019. “A Questdo de Género na Idade para a
Aposentadoria no Brasil: elementos para o debate’”
Texto para Discuss@o n. 2466. Rio de Janeiro: IPEA -
Instituto de Pesquisa Econdmica Aplicada.

Andrews, Colin; Aude de Montesquiou; Ines Arevalo
Sancheg; Puja Vasudeva Dutta; Boban Varghese
Paul; Sadna Samaranayake; Janet Heisey; Timothy
Clay; and Sarang Chaudhary. 2021. “The State of
Economic Inclusion Report 2021: The Potential to
Scale” Washington, DC: The World Bank Group.
Available at: https://openknowledge.worldbank.org/
handle/10986/34917

Agevedo, Joao Pedro, Amer Hasan, Diana Goldemberg,
Syedah Aroob Igbal, and Koen Geven. 2020.
“Simulating the Potential Impacts of COVID-19 School
Closures on Schooling and Learning Outcomes: A Set
of Global Estimates.” Policy Research Working Paper
No. 9284. Washington, DC: The World Bank Group.
Available at: https://openknowledge.worldbank.org/
handle/10986/33945

Bowen, Thomas; del Ninno, Carlo; Andrews, Colin; Coll-
Black, Sarah; Gentilini, Ugo; Johnson, Kelly; Kawasoe,
Yasuhiro; Kryegiu, Adea; Maher, Barry; Williams, Asha.
2020. "Adaptive Social Protection: Building Resilience
to Shocks. International Development in Focus.
Woashington, DC: World Bank. Available at: https://
openknowledge/handle/10986/33785

Borges, Mdrcio; Vinicius Lobo and Miguel Foguel.
2017. Andlise Da Contribuicio Do Programa De

Intermediacdo De Mdo De Obra Para Os Gastos Com
Seguro-desemprego E Para Arrecadagdo Previdencidria
No Per{odo Recente (2015-2016). Nota Técnica DISOCn.
34, Rio de Janeiro: IPEA - Instituto de Pesquisa
Econdmica Aplicada.

BRAVA (Fundagdo Brava), Instituto Unibanco, INSPER
and Instituto Ayrton Senna. 2017. “Politicas publicas
para redugdo do abandono e evasdo escolar de
jovens.” Available at: http://gesta.org.br/wp-content/
uploads/2017/09/Politicas-Publicas-para-reducao-do-
abandono-e-evasao-escolar-de-jovens.pdf

Campante Vale, Ricardo; and Gabriel Lara Ibarra.
2022. “Bragilian Poverty Assessment” World Bank,
Washington, DC.

Carvalho, Cristiano C.; Raphael Corbi; and Renata Narita.
2018. “Unintended consequences of unemployment
insurance: Evidence from stricter eligibility criteria in
Bragzil.” Economics Letters vol. 162, pp. 157-161.

Corseuil, Carlos Henrique L.; Jennifer P. Poole; and Rita
K. Almeida. 2018. “The Impact of Digital Technologies
on Worker Tasks: do labor policies matter?”. Institute
for Applied Economic Discussion paper n. 234. Brasilia:
Ipea.

Cunha, Ana Paula Martins do Amaral; José A. Marengo;
Lug Adriana Cuartas; Javier Tomasella; and Karinne Reis
Deusdard Leal. 2019."Drought monitoring and impacts
assessment in Bragil: The CEMADEN experience.”
ICHARM Newsletter vol. 13 n. 4. Available at: https://
repositorio.ufc.br/bitstream/riufc/59873/1/2019_art_
apmacunha.pdf

Demombynes, Gabriel; Damien de Walque; Paul
Gubbins; Beatrig Piedad Urdinola; and Jeremy Veillard.
2021. "COVID-19 Age-Mortality Curves for 2020 Are
Flatter in Developing Countries Using Both Official
Death Counts and Excess Deaths.” World Bank Policy
Research Working Paper n. 9807. Washington, DC: The
World Bank Group. Available at: https://openknowledge.
worldbank.org/handle/10986/36425

Ed, Malin; Alejandro Gongalez; and Renata Ferreira.
Forthcoming. “Climate Change and the Role of Social
Protection in Bragil.” Washington, DC: The World Bank
Group.



Ed, M., Gongaleg, A., Ferreira, R. Forthcoming. _Towards
Shock Responsive Social Protection in Bragil: Assessing
the Adaptiveness of Bragil's Social Protection System.

Fietz, Katharing; and Gabriel Lyrio de Oliveira. 2021.
“Bragil - A Profile of Vulnerable Groups in the Labor
Market - Focus on Poor Self-employed: Preliminary
Results from PNAD C 2019” Presentation for the
Bragil National Secretary of Economic and Productive
Inclusion.

Fietz, Katharina Maria; Tiago Falcao Silva; Maria
Concepcion Steta Gandara; and Matteo Morgandi.
2021. “Balancing Stability and Transition: A First
Assessment of Regra de Permanéncia in Bolsa Familia.”
Policy Note n.162843. Washington, DC: The World
Bank Group. Available at: http://documents.worldbank.
org/curated/en/329101628766232366/Balancing-
Stability-and-Transition-A-First-Assessment-of-
Regra-de-Permanéncia-in-Bolsa-Familia

Firpo, Sergio; and Alysson Portella. 2021. “Informal
and Small: How Labor Market Institutions Affect
Inequality, Income Volatility and Labor Productivity in
Bragil” UNDP RBLAC Discussion Paper Series n. 22.
Available  at:  https://www.undp.org/latin-america/
publications/informal-and-small-how-labor-market-
institutions-affect-inequality-income-volatility-and-
labor-productivity-brazil

Gentilini, Ugo; Margaret Grosh; Jamele Rigolini; and
Ruslan Yemtsov (eds.). 2019. Exploring universal basic
income: A guide to navigating concepts, evidence, and
practices. Washington, DC: The World Bank Group.
Available at: https://openknowledge.worldbank.org/
handle/10986/32677

Gentilini, Ugo; Mohamed Almenfi; lan Orton; and
Pamela Dale. 2020. “Social Protection and Jobs
Responses to COVID-19 : A Real-Time Review of
Country Measures.” Washington, DC: The World Bank
Group. Available at: https://openknowledge.worldbank.
org/handle/10986/33635

Gerard, Frangois; and Gustavo Gongaga. 2016. “Informal
labor and the efficiency cost of social programs:
Evidence from the Bragilian unemployment insurance
program.” National Bureau of Economic Research
Working Paper Series n. 22608. Available at: http://
www.nber.org/papers/w22608.pdf

Hillis, Susan D.; H. Juliette T. Unwin; Yu Chen; Lucie
Cluver; Lorraine Sherr; Philip S. Goldman; Oliver
Ratmann et al. 2021. “Global minimum estimates of
children affected by COVID-19-associated orphanhood
and deaths of caregivers: a modelling study.” The Lancet
398, no. 10298 (2021): 391-402. Available at: https://

www.thelancet.com/journals/lancet/article/PIISO140-
6736(21)01253-8/fulltext

Hollweg, Claire H.; Daniel Lederman; Diego Rojas;
and Eligabeth Ruppert Bulmer. 2014. “Sticky Feet:
How Labor Market Frictions Shape the Impact of
International Trade on Jobs and Wages.” Directions in
Development and Trade. Washington, DC: The World
Bank Group. Available at: http://documents.worldbank.
org/curated/en/2014/06/19705585/sticky-feet-labor-
market-frictions-shape-impact-international-trade-
jobs-wages

Hsu Rocha, Roberto; and Alison de Farias. 2021.
“Formality Cost, Registration and Development of
Microentreprenuers: Evidence From Bragil”. Available at:

https://papers.ssrn.com/sol3/papers.cfm?abstract_
id=3969404

ILO - International Labour Organigation. 2019. Work
for a brighter future - Global Commission on the Future
of Work. Geneva: ILO. Available at: https://www.ilo.
org/wemsp5/groups/public/---dgreports/---cabinet/
documents/publication/wems_662410.pdf

INEP - Instituto Nacional de Estudos e Pesquisas
Educacionais Anisio Teixeira. 2021. “Censo da Educacéo
Bdsica 2020" Ministério da Educacdo. Available at:
https://www.gov.br/inep/pt-br/centrais-de-conteudo/
acervo-linha-editorial/publicacoes-institucionais/
estatisticas-e-indicadores-educacionais/resumo-
tecnico-do-censo-da-educacao-basica-2020

IPSOS. 2019. “Widespread concern about artificial
intelligence.” Washington, DC. Available at: https://
www.ipsos.com/en-vn/widespread-concern-about-
artificial-intelligence

Jafino, Bramka Arga; Brian Walsh; Julie Rogenberg; and
Stephane Hallegatte. 2020. “Revised Estimates of the
Impact of Climate Change on Extreme Poverty by 2030
Policy Research Working Paper n. 9417. Washington,
DC: The World Bank Group. Available at: https://
openknowledge.worldbank.org/handle/10986/34555

Kugler, Adriana ; Maurice Kugler; and Luis Omar
Herrera Prada. 2017. “Do Payroll Tax Breaks Stimulate
Formality? Evidence from Colombia's Reform’”
Economia Journal of the Latin American and Caribbean
Economic Association, vol. O (Fall2017), pp.3-40.

Lara De Arruda, Pedro; Marina Lagarotto De Andrade;
Tiago Falcao Silva; Diana Teixeira Barbosa; and Matteo
Morgandi. 2022. “Sharing Lessons Learned from Bragzil's
Social Protection Response to COVID-19: The Auxilio
Emergencial Program.” Brief n. 168776. Washington,
DC: The World Bank Group. Available at: https://

SOCIAL PROTECTION FOR THE FUTURE BRAZIL | g



SOCIAL PROTECTION FOR THE FUTURE BRAZIL | 8

documents.worldbank.org/en/publication/documents-
reports/documentdetail/099551502112217135/
p1748360ec215c0d09d0e0737e09ac49c6

Lara Ibarra, Gabriel; and Ricardo Campante Vale. 2022.
“Bragil 2020 Data Update: Methodological Adjustments
to the World Bank’s Poverty and Inequality Estimates”
Global Poverty Monitoring Technical Note 21.
Washington, DC: The World Bank Group. Available at:
https://openknowledge/handle/10986/37513

Leite, Phillippe; Tina George; Changging Sun; Theresa
Jones; and Kathy Lindert. 2017. “Social Registries
for Social Assistance and Beyond : A Guidance Note
and Assessment Tool” Social Protection & Labor
Discussion Paper n. 1704. Washington, DC: The World
Bank Group. Available at: https://openknowledge/
handle/10986/28284

Levy, Santiago; and Guillermo Cruces. 2021. “Time for a
New Course: An Essay on Social Protection and Growth
in Latin America” UNDP RBLAC Working Paper Series
n. 24. Available at: https://www.undp.org/sites/g/files/
zskgke326/files/migration/latinamerica/undp-rblac-
PNUD_bckPapers24-OK.pdf

Lindert, Kathy; Tina George Karippacheril; Inés
Rodrigueg Caillava; and Kenichi Nishikawa Chaveg.
2020. Sourcebook on the Foundations of Social Protection
Delivery Systems. Washington, DC: The World Bank
Group. Available at: https://openknowledge.worldbank.
org/handle/10986/34044

Mello, Janine. 2018. “Nicleo de governo de fato: O
caso do plano Brasil sem Miséria.” Institute for Applied
Economic Discussion Paper n. 2397. Rio de Janeiro:
IPEA. Available at: http://repositorio.ipea.gov.br/
bitstream/11058/8521/1/TD_2397.PDF

Martins-Neto, Antonio; Nanditha Mathew; Pierre
Mohnen; and Tania Treibich. 2021. “Is There Job
Polarigation in Developing Economies? A Review and
Outlook” CESifo Working Paper n. 9444. Available
at: https://papers.ssrm.com/sol3/papers.cfm?abstract_
id=3979349

Mealy, Penny and Alexander Teytelboym. 2022.
“Economic complexity and the green economy’,
Research Policy, Volume 51, Issue 8.

Morgandi, Matteo; Liliana D. Sousa; Alison Farias; Fabio
Cereda. 2019. “A Reforma do Bolsa Familia: Avaliagéo
das Propostas de Reforma Debatidas em 2019
Social Protection and Jobs Discussion Paper n. 2009.
Washington, DC: The World Bank Group. Available at:
https://openknowledge/handle/10986/37708

Morgandi, Matteo; Katharina Maria Fietg; Malin Linnea
Sofia Ed; Alison Rocha De Farias; and Weber, Michael.
2020. “Enhancing Coverage and Cost-effectiveness of
Bragil's Unemployment Protection System: Insights
from International Experience” Washington, DC: The
World Bank Group. Available at: https://openknowledge.
worldbank.org/handle/10986/35168

Morgandi, Matteo; Tiago Falcdo Silva; Pedro Lara de
Arruda; Diana Teixeira Barbosa; and Marina Lagarotto
de Andrade. 2021a. “Auxilio Emergencial: Ligbes da
experiéncia brasileira em resposta a COVID-19 -
Summary Note” Washington, DC: The World Bank
Group. Available at:https://documentsi.worldbank.
org/curated/en/099205012022128987/pdf/
P1748360efc96a06e09b020cf56c8465¢9b.pdf

Nayyar, Gaurav; Mary Hallward-Driemeier; and Elwyn
Davies. 2021. “At Your Service? The Promise of Services-
Led Development.” Washington, DC: The World Bank
Group. Available at: https://openknowledge.worldbank.
org/handle/10986/35599

Neri, Marcelo. 2009. “O paradoxo da evasdo escolar e as
motivacdes do sem escola” In: Fernando Veloso; Samuel
Pessoa; Ricardo Henriques; Fdbio Giambiagi (Orgs.).
(Org.). Educagdo Bdsica no Brasil: Construindo o Pais
do Futuro. 1ed.Rio de Janeiro: Campus-Elsevier, 2009,
v. 1, p. 25-50.

OECD - The Organigation for Economic Cooperation
and Development. 2019. Getting Skills Right: Future-
Ready Adult Learning Systems. Paris: OECD Publishing.
Available at: https://doi.org/10.1787/9789264311756-
en

OPNE - Observatério do Plano Nacional de Educacgdo.
2021. Available at: https://www.observatoriodopne.org.
br

Packard, Truman; Ugo Gentilini; Margaret Grosh;
Philip O'Keefe; Robert Palacios; David Robalino; and
Indhira Santos. 2019. “Protecting All: Risk Sharing
for a Diverse and Diversifying World of Work.” Human
Development Perspectives. Washington, DC: The World
Bank Group. Avdailable at: https://openknowledge/
handle/10986/32353

Paiva, Luis; Matheus Stivali; Leonardo Rangel. 2018.
‘Devemos unificar as idades de elegibilidade das
previdéncias urbanas e rural?” Texto para Discusséo n.
2433. Brasilia: IPEA.

Paiva, Luis; and Gragiela Ansiliero. 2021a. The Bragilian
Old-Age Social Protection System. In: S. |. Rajan
(ed.) Handbook of Aging. Health and Public Policy:
Perspectives from Asia (pp. 1-15). Singapore: Springer
Singapore.



Paiva, Luis Henrique; Leticia Bartholo; Pedro H. G.
De Souga; and Rodrigo Octavio Orair. 2021b. ‘A
reformulacdo das transferéncias de renda no Brasil:
simulagdes e desafios.” Texto para Discussdo No. 2701.
Repositério do Conhecimento do IPEA. Available at:
http://repositorio.ipea.gov.br/handle/11058/10892

Palomo, Nurth; Luis Vargas Faulbaum; Anna Carolina
Machado; Camila Rolon; Fdbio Veras Soares; Monica
Rubio; Florencia Alejandre; and Gerardo Escarog. 2022.
“Proteccién social y respuesta al COVID-19 en América
Latina y el Caribe: Innovaciones en los sistemas de
registro y pago.” Research Report n. 63. Brasilia: IPC-IG,
UNDP and UNICEF.

Pedroso, Frederico. 2021."Scaling up flood risk
management in Bragil to build community-level
resilience.” Project Completion Report. Results in
Resilience Series. Washington, DC: The World Bank
Group.

PLAN - UNDP. 2020. “Avaliacdo Qualitativa Programa
Crianca Felig.” Brasilia: UNDP. Available at: https://www.
plan-eval.com/repositorio/arquivo/artigo/Programa_
Crian%C3%A7a_Felizg_150121.pdf

PNADC - Pesquisa Nacional por Amostra de Domicilios
Continua. 2019. Microdados. IBGE.

Silva, Joana; Liliana D. Sousa; Truman G. Packard; and
Raymond Robertson. 2021. “Employment in Crisis:
The Path to Better Jobs in a Post-COVID-19 Latin
America” World Bank Latin America and Caribbean
Studies. Washington, DC: The World Bank Group.
Available at: https://openknowledge.worldbank.org/
handle/10986/35549

UNDP. 2021. “UNDP’s Social Protection Offer” New York:
United Nations Development Programme.

Ulrichs, Martina; and Rachel Slater. 2016. ‘How Can
Social Protection Build Resilience? Insights from
Ethiopia, Kenya and Uganda.” Working Paper. London:
BRACED - Building Resilience and Adaptation to
Climate Extremes and Disasters. Available at: https://
cdn.odi.org/media/documents/11123.pdf

Van Doornik, Bernardus; David Schoenherr; and Janis
Skrastins. 2018. “Unemployment insurance, strategic
unemployment, and firm-worker collusion.” Research
Department Working Papers n. 483. Brasilia: Central
Bank of Bragil. Available at: https://www.bcb.gov.br/
pec/wps/ingl/wps483.pdf

World Bank; Afro-Cebrap; Instituto de Referéncia
Negra Peregum. “Jovens Negros e o Mercado de
Trabalho  (Portuguese)”  Washington, DC: The
World Bank Group. Available at: http://documents.

worldbank.org/curated/en/099334110272271427/
IDUO1ca2¢3010013504d600ac0304feOba23172e

World Bank. 2012. Resilience, equity, and opportunity: the
World Bank’s social protection and labor strategy 2012-
2022. Board Report vol. 1 n. 73235. Washington, DC:
The World Bank Group. Available at: http://documents.
worldbank.org/curated/en/443791468157506768/
Resilience-equity-and-opportunity-the-World-Banks-
social-protection-and-labor-strategy-2012-2022

World Bank 2018. ‘A fair adjustment: efficiency
and equity of public spending in Bragil: Volume 1 -
Overview (English).” Washington, DC: The World Bank
Group. Available at:  http://documents.worldbank.
org/curated/en/643471520429223428/Volume-1-
Overview

World Bank. 2019. “World Development Report
2019 : The Changing Nature of Work” World
Development Report. Washington, DC: World Bank.
Available at:  https://openknowledge.worldbank.org/
handle/10986/30435

World Bank. 2021a. “The Gradual Rise and Rapid
Decline of the Middle Class in Latin America and the
Caribbean” Washington, DC: World Bank. Available at:

https://openknowledge.worldbank.org/
handle/10986/35834

World Bank. 2021b. “Enhancing Resilience of Low Income
WorkersinBragil: Financial InstrumentsandInnovations.”
Washington, DC: The World Bank Group. Available at:
https://openknowledge.worldbank.org/
handle/10986/36463

World Bank. 2021c. “Stress Testing Social Protection: A
rapid appraisal of the adaptability of social protection
systems and their readiness to scale-up. A Guide
for Practitioners” Washington DC: The World Bank
Group. Available at: https://documentsi.worldbank.
org/curated/en/559321634917529231/pdf/Stress-
Testing-Social-Protection-A-Rapid-Appraisal-of-the-
Adaptability-of-Social-Protection-Systems-and-Their-
Readiness-to-Scale-Up-A-Guide-for-Practitioners.pdf

World Bank. 2021d. “Enrollment and Eligibility Process
of Bragil's Auxilio Emergencial: Data Processing and
Use of Administrative Registries.” Washington, DC: The
World Bank Group. Available at: https://openknowledge.
worldbank.org/handle/10986/37256

World Bank. 2022a. “Charting a Course Towards
Universal Social Protection: Resilience, Equity, and
Opportunity for All” Washington, DC: The World Bank
Group. Available at: https://openknowledge.worldbank.
org/handle/10986/38031

SOCIAL PROTECTION FOR THE FUTURE BRAZIL | 2



92
=
N
<
o
[an]
Lt
4
-
'_
-
(W
[WN)
ac
'_
o
o
[V
=,
o
'_
O
[WN)
—
o
x
[a
—
<
O
o
wn

World Bank. 2022c. “Bragil Human Capital Review:
Investing in People” Washington, DC: The World
Bank Group. Available at: https://openknowledge/
handle/10986/37626

World Bank. Forthcoming. “Alternative futures for Bragil:
Inclusion, Productivity, Sustainability.” Washington, DC:
The World Bank Group.

World Bank. Forthcoming. “Bragil Climate Change
Development Report.” Washington, DC: The World Bank
Group.

Zviniene, Asta; Rovane Battaglin Schwengber; and
Raquel Tsukada. 2022. “Subnational Civil Servant
Pension Schemes in Braogil: Context, History, and
Lessons of Reform.” Report n. 170437. Washington, DC:
The World Bank Group. Available at: http://documents.
worldbank.org/curated/en/099550004042224301/

P17483603189580590a33b0b368392a27a5







	Executive Summary
	Is Brazil’s social protection system ready for the future?
	Paving the way: 10 policy reform proposals 

	Introduction 
	The Challenge: Recent social gains and remaining gaps
	2.2 Brazil’s unresolved social challenges
	2.1 Evolution of Brazil’s social protection system
	Global megatrends call for the renewal of Brazil’s social protection system 
	3.2 Climate change
	3.2 Technological change and the new world of work
	3.1 Demographic change
	Assessing the performance of social protection to enhance equity, opportunity and resilience
	4.2 Equity: Is social protection supporting those most in need across the lifecycle?
	4.1 The Equity, Opportunity, Resilience, and Sustainability Framework for Social Protection
	Paving the way: Reform options for the next two decades
	5.1 Guiding principles
	References

