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Summary

e Recent analysis shows that Libyans’ vulnerability is increasing, while national capacities to
provide support are in decline.

e Provided continued progress in national reconciliation, there are opportunities to rapidly
strengthen the national social protection system, and support a more inclusive, equitable and
ultimately more stable Libya.

e Todo so, three priorities have been identified:

1) Rapidly increase scale and adequacy of social assistance coverage to respond to
Libyans’ increased needs

2) Invest in rebuilding and modernizing Libya’s social protection system
3) Assess the role of universal subsidy programs to identify possible avenues for reform

CONTEXT

Libya’s decade-long crisis has caused civilian casualties, displacement of people and destruction of
key infrastructure across the country. The conflict is estimated to have impacted 3 million people, about
half of the population. At the peak of the conflict, nearly half a million Libyans were reported to be displaced
from their homes, with many households experiencing multiple instances of displacement over time.

Though Libya was once one of the wealthiest economies in the MENA region, the effects of a decade
of conflict have been dire. Gross national income per capita, estimated at US$12,380 in 2010, was estimated
to stand at US$4,960 in 2020. Between 2010 and 2019, Libya’s HDI fell from 0.756 to 0.724, placing it
105" out of 189 countries'. Availability and affordability of food, fuel, water and sanitation, electricity and
medical supplies have decreased, with an estimated 1.2 million people in need of primary and secondary
health services, including 425,000 children. As of end-2021, an estimated 803,000 people were still in need
of humanitarian assistance, with 212,000 still displaced'.

Since 2020, Libya has also been suffering the consequences of a crippling embargo on oil and the onset
of the global COVID-19 pandemic. The closure of oil fields in 2020 caused a serious contraction of the
Libyan economy (-31.3 percent of GDP), food price inflation and a physical shortage of hard currency. As
of end 2021 Libya had reported almost 400,000 cases, and 5,700 COVID-related deaths'.

The capacity of Libya’s social protection system to provide support has declined, while needs have
grown. Recent evidence! shows how a combination of rising needs on the one hand, and declining
availability of social assistance on the other have placed Libya’s population in a state of heightened poverty,
food insecurity and general vulnerability. This, in a context of continued domestic and heightened
international instability, makes committed action both important and urgent.

Despite the challenges, Libya has the opportunity and the significant strengths to rapidly strengthen
its social protection system to respond to Libyans’ needs. Libya’s policy frameworks, institutional
arrangements and programs provide a solid foundation to build a robust, reactive, and sustainable social
protection system for the future. In turn, national oil wealth provides significant fiscal space to act. The
Libyan population is urbanized, and financial inclusion is high. This is a time for the Government and its
policymakers to take appropriate policy actions.

! The World Bank-WFP Libya Social Assistance Review (2022) and Vulnerability, Coping Mechanisms and Shocks Survey (April
2021), on which this Policy Brief is based.



ANALYSIS AND KEY FINDINGS

Libyans’ needs have increased and have evolved
Livelihoods and food security among Libyans have deteriorated

Livelihood and food insecurity among Libyan households have deteriorated under the triple
challenges of civil conflict, economic shocks, and the COVID-19 pandemic. The average household
income reported in the 2021 Vulnerability, Shocks and Coping Mechanisms Survey (VSCM-S) was 224
Dinars, equivalent to US$49 per person per month. Income earned varied significantly by the gender of the
head of household, with female-headed households earning lower average income than male-headed
households. Displaced households earned the lowest average per capita per month. This was compounded
by the devaluation of the Libyan Dinar in early 2021, which further reduced the purchasing power and
welfare of Libyans.

According to recent data, food insecurity directly affected 14 percent of households, of which 2 percent
were severely food insecure. However, two thirds of respondents were found to be only marginally food
secure, and average expenditures on food stood at 63 percent of total expenditure, suggesting significant
vulnerability among Libyan households. Displaced households were over twice more likely (26.4 percent)
to be food insecure than non-displaced households (12.9 percent), as shown in Figure 1. The Russia-Ukraine
war started in early 2022 is also likely to have repercussions on the country’s food security, both in terms of
food price increase and shortage of supply, as Libya used to importing almost half of its wheat from Ukraine.

Figure 1. Food insecurity (by demographic indicators, %)
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Source: VSCM-S, 2021.
The COVID-19 pandemic had a strong impact on households, particularly the displaced

The impact of the pandemic has been felt across Libya. A quarter of VSCM-S’s respondents reported
that COVID-19 had a high or very high impact on their economic and financial well-being, and 39 percent
reported a moderate impact. The pandemic caused many people to lose their jobs, and it also reduced the
income of many households. 22 percent of the respondents reported losing jobs due to the COVID-19
pandemic. The impacts on the finances and employment of the households are believed to be a result of the
lockdowns implemented by several countries, including Libya, during the peak of COVID-19. These
lockdowns and the fear of catching the virus may have also caused an emotional impact on the household
heads. About 21 percent of households reported an impact of COVID-19 on their households' emotional



well-being, and 15 percent of household heads reported an impact on health. COVID-19 also intensified
gender-based violence in about 10 percent of households (Figure 2).

Figure 2. COVID-19 impacts (percent)
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Few Libyan households receive social assistance, forcing many to rely on coping strategies

Despite the needs, only 4 percent of households reported receiving assistance from the Government,
NGOs, or UN agencies. Worryingly, only 16 percent of displaced households, those most in need, reported
benefitting from assistance in the 2021 survey. Of total assistance provided, General Food Assistance (GFA)
provided by WFP represented about 70 percent of the total, while government programs accounted for only
7 percent.

As a result, Libyan households resorted to a spectrum of coping mechanisms, going from stress to
emergency strategies. More than half the population resorted at least to one livelihood-based coping
strategy (55 percent) in the 30 days before the survey, of which 13 percent resorted to emergency strategies,
25 percent crisis, and 17 percent stress strategies as their most severe coping strategy adopted. Spending
savings (25 percent) to cope with lack of food or lack of money to buy food was the most frequently adopted
strategy as stress, taking an additional job (21.8 percent) as crises, and engaging in illegal work (7.6 percent)
as emergencies (refer to Figure 3).

Figure 3. Livelihood-based coping strategies (%),
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Libya’s social protection system needs rebuilding to meet current and future challenges
Libya’s social protection system, once comprehensive, has fallen behind Libyans’ needs

Libya’s social protection system, as originally designed, was comprehensive. Pre-2011, a large majority
of Libyans were covered through public-sector employment (which included some 87 percent of the active
labor force), leaving social assistance programs to support the remaining minority of Libyan households not
on the government payroll. Social assistance therefore focused on particularly vulnerable, non-working
groups (such as orphans, vulnerable women or people with disabilities). This system was supported by a
comprehensive legislative framework and was complemented by a generous and universal subsidy
mechanism for fuel and food products, as well as various fee waiver schemes ensuring free or subsidized
access to social services such as health and education.

In terms of design, Libya’s social assistance is static, focused on a limited set of categorically targeted
cash benefits, and lacks some of the key features of modern programs. Libya’s programs have, for the
most part, remained largely unchanged since their establishment, and kept their initial focus on supporting
the indigent rather than lifting families out of poverty and vulnerability. Many registration and management
processes remain paper-based and monitoring and accountability mechanisms appear limited. Libya does
not benefit from a policy or strategic framework for guiding the social protection sector. Currently active
programs are summarized at the end of this note.

Importantly for Libya, the national social assistance system has few programs available to respond to
the needs arising from an emergency. This came to the fore with the global COVID-19 pandemic, when
the Libyan Government was unable to put in place a comprehensive social protection response, outside of
emergency assistance mobilized through the (non-government) Zakat Fund, and price controls on certain
food items". The Disaster Compensation Benefit, which supports victims of natural disasters, is a standalone
program, not linked to other social assistance beneficiary databases.

Libyans’ needs far outstrip the ability of national programs to deliver support

A decade of conflict has disrupted programs and coverage. The formal social security system has
declined as Libya’s quasi-universal public employment has unraveled, and social assistance has also
declined, with access to the eastern half of the country cut off'. Increasingly uncertain and unpredictable
funding and difficulties in budget approval processes have resulted in payment delays, including in salary
payment to public sector workers, pensions and social assistance benefits. Several programs have ceased
functioning in the past decade: food subsidies since 2017, housing and education benefits since 2010 and
2011, the wife and children and marriage grant from 2014 and 2015 — though these last two were tentatively
reactivated in 2021. As a result, overall coverage of the vulnerable population in Libya is now very limited,
even as needs have grown, and expenditure is mostly driven by universal subsidies (refer to

Figure 4).

IDPs and returnees in particular, receive little support, despite their very difficult situation. Libya
does not appear to have a comprehensive mechanism to support Libyan households during displacement or
upon their return. An “Internally Displaced People (IDP) Inventory and Registration Programme” was
initiated in 2019, but ceased activity before any payments were made. Libya’s Zakat program also provides
support to IDP households.

This gap between social assistance supply and demand is particularly worrying at a time when
international humanitarian support is winding down. Humanitarian support has played a critical role in
Libya over the course of the past decade by responding to emergency needs arising directly and indirectly
from the conflict. This international support is now winding down but has not been replaced by increased
national capabilities.

Figure 4. Coverage and expenditure of Libya social assistance programs
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Subsidies are the major channel for support, but are expensive and ineffective

As many other Governments in the MENA region, Libya has a long history of using food and fuel
price subsidies as a primary instrument of social protection. The Subsidy Assistance Programme dates
back to 1971, and covers basic food staples and energy products. Until 2018, the provision of public services
(water, sanitation, education, and garbage collection), medicines, and animal feed was also subsidized under
the same scheme (Libyan Organisation of Policies and Strategies, 2015).

After subsidies on food items were placed on hold in 2017, fuel remains as the major subsidized
product group in Libya, absorbing vast resources for very little results. Subsidies and transfers handed
out by the Libyan government were estimated at LYD 6.7 billion in 2018, or 13.6 percent of overall
government expenditure (World Bank, 2018).

e Universal Food Subsidies (currently dormant). Libya’s food subsidy program covers a basket of
goods ranging from flour, wheat and rice to pasta, coffee, and milk for children. The program is
implemented through Consumer Cooperative Associations (CCA). However, in 2014, most food
subsidies were cut or suspended in large parts of the country, due to the conflict. The food subsidy
program has not been funded since 2017, though it remains formally active, and CCAs continue to
trade as normal retailers.

e Universal Energy Subsidies. Energy subsidies were introduced in Libya in 1971, covering five
products: gasoline, diesel, liquefied petroleum gas (LPG), kerosene, and electricity.

Libya’s energy subsidies are heavily consumed by rich households and suffer major leakages. A World
Bank study highlighted that, in monetary terms, the richest 20 percent of the population benefits 3.5 times
more from energy subsidies than the poorest households."" According to the Ministry of Planning, it was
estimated that 30 to 40 percent of fuel produced and imported by Libya is stolen or smuggled, the economic
distortions of which are estimated to cost the economy a loss of US$750 million per year.”"

LOOKING TO THE FUTURE

While it is beyond the scope of this policy brief to recommend how Libya’s future social protection system
should be structured or managed, general principles suggest that any system should strive to be capable of
responding to citizens’ increasing needs given the current crises. It should be technically sound, transparent,
and efficient in the allocation of (limited) public resources. The brief outlines three key challenges that
emerge from the analysis, which represent priorities with possible options to consider. Priority 1 focuses on
responding to immediate unmet needs, while priority 2 and 3 focus on the efficiency and impact of Libya’s
social protection system going forward.



CHALLENGE 1. Rapidly increase scale and adequacy of coverage to respond to Libyans’ increased needs.

Rapidly increasing access to social assistance would contribute to mitigating the effects of the crises, support
recovery and build resilience and human capital for the future. It would also provide a ready-made
compensatory mechanism in the run-up to possible reform of universal subsidy programs. Responding to
this challenge would require both horizontal (more beneficiaries) and vertical (increased benefits) expansion
within Libya’s social assistance system. To do so rapidly, several options might be considered:

1) Expand existing cash transfer programs. Coverage should include vulnerable population, with
particular attention to IDPs and returnees. Options to be considered, may include:

a. Expand current programs, such as the social assistance Benefit, through including new
vulnerable groups, increasing transfer levels and introducing greater shock-responsiveness.

b. Support rapid scale up of new programs, such as the recently re-activated Wives’ and
Children’s Grants, and possibly pilot a national school feeding program.

2) Introduce a comprehensive new program. A new program would benefit from latest evidence,
systems and good practice, and might progressively expand coverage towards a universal cash transfer
programme, such as a Universal Basic Income (UBI) model.

3) Leverage the humanitarian community to support the national social assistance system. In the short
term, Libya can leverage humanitarian capabilities and knowledge through: (a) expanding coverage and
reach by using humanitarian systems for delivery of support (for example to IDPs and returnees) while
aligning this support to national norms (targeting, transfer levels, etc.), (b) technical assistance and
transfer of humanitarian technical systems and tools (payment or beneficiary management systems, etc.).

CHALLENGE 2. Invest in rebuilding and modernizing the social protection system

It is a credit to the committed Libyan functionaries who have kept the country’s social protection system
running; however, the strain and difficulties of the past decade have left a severe mark on a system that was
itself designed for a very different time and socio-economic reality. This being said, Libya desperately needs
a social protection system that can provide effective support and a pathway forward for the poor and
vulnerable, and that can help build a more inclusive and equitable future. The shape that this will take should
be built on solid evidence, as well as Libyan values and priorities. Options to move forward might include:

1) Develop a National Social Protection Policy to provide a vision and direction to Libya’s strong
constitutional and legal framework and lay out pathway for change.

2) Update, modernize and innovate across national institutions and programs:

a. Strengthen data collection and analysis capabilities. Modernizing and raising capabilities of the
Bureau of Statistics and Census and key social assistance stakeholders such as the Ministry of
Social Affairs (MOSA) and Social Solidarity Fund (SSF) in the areas of data collection, analytics
and information management and systems would bring quick and tangible benefits. Developing
methodologies and capabilities in the areas of vulnerability and poverty identification and targeting
would also bring system-wide improvements.

b. Review and modernize beneficiary management and payment systems. Though cash transfers
are largely used, Libya’s social assistance systems remain largely paper based. Digitization of
beneficiary management and payment systems would both improve efficiency and the ability to
manage and provide adequate response to shocks going forward.

c. Generate evidence and lean into global evidence to learn and improve. Delivery chain process
mapping can identify strengths and areas of improvement across Libya’s different social assistance
programs. Investing in capacity building can improve key institutions and teams’ performance as
well as build internal credibility for access to funding. International experiences in adaptive or
shock-responsive social protection, and nutrition- and child-sensitivity can improve performance
and impact of national programs.



3) Invest in economic inclusion programs, particularly for youth. Going forward Libya’s youth will
need and want work. Develop linkages with educational and livelihood opportunities, access to
recreational and psychosocial support activities. Thus, reducing the sense of hopelessness, unnecessary
idleness and frustration at the limited opportunities available to them.

CHALLENGE 3. Assess the role of universal subsidy programs to identify possible avenues of reforms

Assessing the costs and benefits of subsidy programs, particularly those focused on energy, will be
essential to improve efficiency and equity within Libya’s social assistance system, and to free the
resources necessary to providing better support to vulnerable households. Subsidy reform efforts have
been ongoing, on and off, since 2005, and in 2020 and 2021, the Government of National Unity (GNU)
adopted plans to reform the existing fuel subsidy system. Strengthening the social protection system will
play an essential role in preparing the ground by developing effective mitigation mechanisms to address the
negative effects of subsidy reforms if/when they may take place. In the meantime, it will be important to
conduct additional analysis such as: (i) market analysis to review imports, exports and supply chain to assess
impact of supply availability. This may be of particular relevance to both energy as well as food subsidies
as global grain supplies are impacted by the crisis in Ukraine; and, (ii) an impact/distributional analysis to
better understand the impact of possible changes in subsidy on consumption patterns, attitudes and
expectations. These analyses will allow to outline alternative reform scenarios, and therefore to provide the
government with a menu of policy options for reforms, in consultation with relevant stakeholders, while also
leveraging international experiences.



BACK PAGE. Main social assistance programs active in Libya in 2021 (excluding subsidies)

Libya’s MoSA has global oversight for the sector, with the SSF, housed within MoSA, manages
implementation of most programs, with the exception of the Zakat Fund, which is independently managed,
and the recently-revived marriage fund, which was transferred to the Ministry of Youth in 2021.

e Basic Pension Benefit. First established in 1969, the Basic Pension Benefit is Libya’s largest
targeted assistance program, covering a total of 178,956 individuals in 2020. It provides eligible
beneficiaries with a monthly cash transfer of 450 LYD, equivalent to the Libyan minimum wage.
The benefit covers a range of vulnerable categories, including persons with disabilities or chronic
diseases, vulnerable women, vulnerable children, and the vulnerable elderly.

o Disaster Compensation Benefit. This program provides support to victims of natural disasters, who
have suffered from physical damage to their property, productive assets, or have lost family
members. Benefit levels are determined on a case-by-case basis, depending on damages incurred
and the specific economic situation of the family. If the disaster is ongoing, the programme provides
continued support to victims, as long as funds are available. From its establishment in 2002 to the
present day, the compensation benefit has supported around 11,245 households, with the total
financial compensation over the period reached being at 30.7 million LYD. The benefit is provided
through cash transfers and in-kind support.

e Health Assistance Benefit. Libya’s health care system is, by law, publicly funded and universal,
though the ongoing conflict has led to a large share of health centers closing. While the Ministry of
Health allocates a significant portion of its budget (19.3 per cent of the Ministry’s 2018 budget) to
subsidize medications, the health assistance benefit complements the assistance for patients enrolled
in SSF through cash transfers and in-kind support.

e Marriage Grant. The Marriage Support Fund was established in 2009, started disbursing grants in
2012, before being deactivated in 2014. All young couples wishing to marriage are in theory eligible.
In August 2021, the GNU announced that one billion LYD had been allocated to reactivate the
programme. The value of this grant was set at 40,000 LYD (some US$9,000) disbursed at 20,000
for each young man and woman who is recently married, with a total target of 50,000 male and
female applicants. Following reactivation, the GNU transferred the Marriage Support Fund from
MoSA to the Ministry of Youth.

e Social Assistance Benefit. The program, established in 1998, provides unconditional cash assistance
and in-kind transfers to Libya’s most economically vulnerable households. It currently supports
approximately 1,000 households with 1,000 LYD (US$220) annually.

o  Wives’ and Children’s Grant. The Wives and Children’s Grant (WCG) was launched in 2013,
ceased activity from 2014, and recently reactivated in 2021. The reactivated programme was
allocated 75 million LYD transferred to MoSA for grants in early 2021. The programme includes a
benefit is of 100 LYD per child per month, while married women receive 150 LYD monthly.

e Zakat Fund. The Zakat Fund operates autonomously from the Government, under the Council of
Ministers under the General Authority for Religious Affairs and Endowments (GARAE). The Zakat
Fund reports 52 offices, and distributes assistance through several initiatives: “food basket project”,
“seasonal cladding project”, “healthcare project”, “emergency aid project” (displacement -
pandemic - floods — other), “school subsidy project”, “job creation and vocational training projects”,
“housing construction and maintenance project” and “rent projects and financial assistance

projects”.



i UNDP Human Development Report, 2020
i UN HRP, 2021
iii |_ibya COVID-19 surveillance bulletin (December 2021), World Health Organization.

v The Ministry of Economy adopted price control regulations for 16 food items such as fruits, vegetables and meat, with the
regulation revised every three months. World Bank Social Protection and Jobs Responses to COVID-19: A Real-Time Review of
Country Measures, “Living paper” version 11 (June 12, 2020), https://www.ugogentilini.net/wp-content/uploads/2020/06/SP-
COVID-responses_June-12.pdf

vV There is no data on implementation or beneficiaries in the Eastern region since 2016, and all figures and data between 2016-2020
cover only the Western region.

vi Araar et al., 2015, The Quest for Subsidy Reforms in Libya, Policy Research Working Paper No. 7225. World Bank Group

vii Ministry of Planning, A Study of Hydrocarbon Subsidy Reform. Committee for Hydrocarbon Subsidies. January 2017.
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