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Abstract

Mind the Gap evaluates the progress in strengthening social protection and labor systems in
emerging and developing economies (EDEs) in three areas: coverage, adequacy of benefits for
the poor, and level of financing. The paper explores policy options to reduce the coverage and
income gap for the world’s poorest. Over the past decade, social protection coverage in the
average EDEs has increased by 10 percentage points, from 41 percent around 2010 to
approximately 51 percent in 2022. In absolute terms, as of 2022, 4.7 billion out of 6.3 billion
people in low- and middle-income countries were covered by social protection, while 1.6
billion were not covered at all. Moreover, about 0.4 billion people from the poorest quintile
received insufficient social protection support. Overall, 2 billion people in low- and middle-

income countries remain uncovered, or inadequately covered while poor, by social protection.

Apart from coverage, Mind the Gap also evaluates the extent to which EDEs are progressing
toward Universal Social Protection across various policy dimensions: benefit adequacy,
financing levels, and targeting accuracy of social assistance programs. The findings indicate
variable adequacy in benefit levels, significant government spending but persistent financing
gaps, and generally modest pro-poor targeting with potential for improvement. These

challenges are more pronounced in low-income countries.

The paper also assesses the impact of social assistance programs on reducing extreme and
relative poverty gaps, quantifies the annual costs needed to address these income shortfalls
in EDEs, and explores options for closing these gaps, such as enhancing the efficiency of social

assistance transfers and expanding fiscal space.
JEL Codes: H53, 138, J28, 015

Keywords: social protection system, coverage gap, social protection spending, adequacy gap,

social protection targeting.
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Introduction

The COVID-19 years, 2019-2021, have seen the largest scale-up of social protection in
history, underlining the need for social protection like never before, sparking widespread
calls to ‘build back better’ after the crisis and giving new life to the universal social
protection (USP) agenda. USP refers to a nationally defined system of integrated policies and
programs that provide equitable access to all people, protecting them throughout their lives
against poverty and risks to their livelihoods and well-being (USP2030 2019; World Bank
Group 2022). USP recognizes that no individual program can protect people from the many
different risks they are likely to face throughout their lifetimes, from poverty to ill health,
income loss, unemployment, and old age. Therefore, comprehensive and effective coverage
can only be provided by a suite of programs that span the domains of social insurance, labor
and economic inclusion, and social assistance and care, ensuring that all people are effectively
protected at all points in the lifecycle (World Bank Group, 2022). Given the major fiscal,
political, and operational challenges inherent in universalizing social protection systems, the
World Bank advocates the progressive realization of USP. This means prioritizing the poorest
and most vulnerable for social protection—particularly for social assistance—from the outset,

to ensure that they are the first to benefit from efforts to enhance provision.

While national governments and international agencies alike are increasingly recognizing
the need to accelerate efforts to achieve USP, realizing this vision requires us to know where
we are, what has been achieved so far, and where the outstanding gaps lie. This requires
stakeholders to come together at the national and international level to maximize data
collection efforts. The World Social Protection Report of the International Labour

Organization (ILO, 2024) draws on rich and detailed administrative data to estimate coverage,

1 For example, see the calls to action published by the Social Protection Interagency Cooperation Board (SPIAC-B), a
partnership of 25 intergovernmental agencies and 10 government bodies, and by the Global Partnership for Universal Social
Protection (USP 2030), a global partnership including governments, international and regional organizations and civil society
organizations, among others. Analysis of the social protection crisis response and implications include Bastagli and Lowe
(2021); Beazley, Marzi, and Steller (2021); Beazley, Bischler, and Doyle (2021); Gentilini (2022); Hammad, Bacil, and Soares
(2021); ILO (2021b); IPC-IG (2021); and many others.
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adequacy, and expenditure on social protection worldwide, while the Organisation for
Economic Co-operation and Development (OECD) and Eurostat provide data on social
protection expenditure, redistributive impact, and design parameters for their respective
member states. This paper is intended to complement these valuable stock takes by drawing
on nationally representative household survey data, alongside program-level administrative
data, to provide a detailed exploration of social protection in emerging and developing

economies (EDEs)—the focus of the World Bank’s operations.

The data in this paper are mainly based on the Atlas of Social Protection: Indicators of
Resilience and Equity (ASPIRE), the World Bank’s premier compilation of social protection
and labor (SPL) indicators, gathered from both administrative program-level data and
nationally representative household surveys. Administrative program-level data are used to
calculate social protection expenditure as a percentage of gross domestic product (GDP).
Nationally representative household surveys are used to calculate performance indicators,
including program coverage, incidence of beneficiaries and benefits, level of transfers and
simulated impacts on poverty, and inequality reduction due to transfers. For the first time,
this paper uses an expanded and improved version of the dataset, titled ASPIRE 2.0, which
covers not only social assistance programs but also labor market and contributory pensions.
In addition, ASPIRE 2.0 now enables indicators from administrative data to be linked with
indicators from household survey data at the program level, substantially expanding the scope
for analysis. Annex 1 describes the main indicators covered by ASPIRE, and the paper’s

coverage of EDEs based on both administrative and household survey data.

This paper, a background paper for the 2025 State of Social Protection Report ‘The 2-Billion-
Person Challenge: Strengthening Social Protection and Labor for a World in Transition’,
assesses the progress toward USP and the first objective of the 2030 Agenda for Sustainable
Development: to end poverty in all its forms everywhere (Goal 1). The analysis focuses on

guantifying the progress toward the first three targets: (a) implementing nationally



appropriate social protection systems and measures for all, including floors, and, by 2030,
achieving substantial coverage of the poor and the vulnerable (Target 1.3); (b) eliminating
extreme poverty (Target 1.1); and (c) halving national poverty rates (Target 1.2). For Target
1.2, the paper estimates a related but slightly different indicator: what is the annual cost of

closing the income gap for the 20 percent poorest.

The paper examines the outcomes achieved by the entire social protection system of each
EDE in expanding social protection coverage, ensuring adequate benefits particularly for the
impoverished, mobilizing financing, targeting the poor with social assistance programs, and
reducing the income gap of the poor. It investigates the overall impact resulting from the
mobilization of the entire social protection system, as well as its individual components or
policy areas: social assistance and social services, labor market programs, and social insurance
programs. Other background papers provide a deeper analysis for social assistance (Okamura,
lyengar, and Andrews 2025), labor market programs (Carranza, Morgandi, and Sverdlin 2025),
and pensions (Reyes et al. 2025), examining the performance of various types of programs

within their respective policy areas.

The paper proceeds as follows. The first section sets the stage for the paper, by presenting
both the population and poverty in EDEs around 2022. The second section quantifies the share
of population covered and missed by social protection (lIA), examines the cross-country
performance in closing the coverage gap among EDEs (lIB), and quantifies the progress
achieved from circa 2010 to circa 2022 in expanding social protection coverage?. The next
three sections examine how far EDEs are from the progressive realization of USP across other
policy dimensions: the adequacy of benefits (section Ill), the level of financing (section V),
and the targeting accuracy of social assistance programs (section V). In doing so, it finds

evidence of enhanced but still insufficient population coverage (with 2 billion out of 6.3 billion

2 “Circa 2022" refers to data from 2022 or the most recent available year within the period 2015 to 2022. “Circa 2010” includes
data from 2010 or any year available between the period 2006 to 2014.
9



people not covered by social protection or inadequately covered while poor, in low-income
countries [LICs] and middle-income countries [MICs]), including a vast ‘missed middle’;
variable adequacy of benefit levels; notable government spending but continuing major
financing gaps; and overall modest pro-poor targeting with clear room for improvement. The
sixth and last section of the paper quantifies the annual costs required to close the extreme
poverty and relative poverty income shortfalls in EDEs and highlights potential avenues for

closing these gaps.

I.  Context: Population and Poverty in EDEs

This paper focuses on 153 EDEs. These include all low- and middle-income countries (LICs and
MICs: 130 countries) and a few high-income countries (HICs: 23 countries). The paper focuses
on the 130 LICs and MICs where challenges and needs are significant. It also analyzes 23 HICs
that have recently cooperated or are currently cooperating with the World Bank. Therefore,
the HIC category in this paper does not include all high-income countries but only 23 countries
that have recently attained this status. These countries are tracked in ASPIRE for continuity
and serve as useful comparators for LICs and MICs. The paper also breaks down the EDEs
regionally; these regions differ from geographical regions and align with the World Bank’s
regional units. Since many of the social protection indicators in the paper represent
population shares (such as poverty rate, coverage, and beneficiaries’ incidence), the paper

begins by presenting key population statistics.

The EDEs analyzed in this paper account for four-fifths of the population of the planet,
where social protection challenges and needs are the greatest. Around 2022,3 EDEs made up

82 percent of the global population, representing 6.6 billion out of 8 billion people. Of these,

3 Most of the paper presents distributional performance indicators for social protection programs (coverage, benefit
adequacy, incidence of beneficiaries or of benefits, simulated impact on poverty) derived from household surveys. Of the
153 countries in ASPIRE, we have used survey information for 111 countries, from 2022 or the most recent survey wave
available. Most of these surveys are recent, from 2018 to 2022. Population aggregates are generated using the survey
distributional performance indicators and the population of the survey year and are referred to in the paper as estimates for
“circa 2022".
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6.3 billion people reside in 130 LICs and MICs and 0.3 billion in the new HICs (Table I.1). By
income level, 9 percent of the population lives in LICs, 86 percent in MICs, and 5 percent in
the ‘new’ HICs. Regionally, the largest areas include East Asia and Pacific (including China),
South Asia (including India), and Sub-Saharan Africa (which comprises 48, representing one-

third of the EDEs).

Table 1.1 Distribution of 153 EDEs by Income Level and Region

Share of total population

Income level/Region No. of countries Population in millions (%)
Low income 25 605 9
Lower middle income 52 2,931 44
Upper middle income 53 2,761 42
High income 23 314 5
East Asia and Pacific 23 2,078 31
Europe and Central Asia 30 493 7
Latin America and Caribbean 30 634 10
Middle East and North Africa 14 429 6
South Asia 8 1,888 29
Sub-Saharan Africa 48 1,088 16

Source: World Development Indicators and ASPIRE.

In line with the concept of progressive realization of the USP, the paper quantifies the
proportion of the population living in households not covered by social protection systems,
with a special focus on the poor. Ideally, the entire population should be protected in the
event of a shock affecting their livelihoods. However, certain segments of the population are
at greater risk than others: specifically, those classified as extreme poor (individuals living on
less than USS$2.15 in 2017 purchasing power parity [PPP] per capita per day) and the poorest
quintile (the poorest 20 percent). This section outlines the extent of poverty in EDEs, providing
context for subsequent analyses and policy recommendations. The discussion begins with
extreme poverty, which is a key focus of the Sustainable Development Goal (SDG)

commitments.
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Circa 2022, the number of extreme poor in the 153 EDEs was estimated to about 510 million
people. Of these, 73 countries with extreme poverty of 2 percent or more account for 496
million extreme poor, or 97 percent of the total for EDEs (Table 1.2). The other 78 countries
have either eliminated or reduced extreme poverty to very low levels. Two countries,
Zimbabwe and Guyana, are not included in the estimation for lack of data. About 93 percent
of the extreme poor are from LICs and LMICs. By region, most extreme poverty is concentrated
in Sub-Saharan Africa (78 percent) and South Asia (10 percent).

Table 1.2 Distribution of 73 EDEs with Extreme Poor Population by Income Level and Region

Share of extreme
poor population
(%)

No. of Population in Extreme population
countries millions in millions

Income level/Region

Low income 22 557 248 50
Lower middle income 36 2,562 215 43
Upper middle income 15 692 33 7
High income 0 — — 0
East Asia and Pacific 9 456 19 4
Europe and Central Asia 5 53 2 0
Latin America and Caribbean 10 366 18 4
Middle East and North Africa 3 51 20 4
South Asia 4 1,835 51 10
Sub-Saharan Africa 42 1,051 386 78

Source: Original calculations for this publication based on World Bank Poverty and Inequality Platform (PIP).

Recent years have interrupted decades of efforts to eliminate extreme poverty. Before the
COVID-19 pandemic, significant progress had been made, with approximately 1 billion people
lifted out of extreme poverty between 1990 and 2014. In the five years immediately preceding
the pandemic, the reduction in poverty had slowed considerably but continued at a rate of
about 0.6 percentage points per year. However, the COVID-19 pandemic caused an increase
in extreme poverty for the first time in a generation, with an additional 71 million people living
in extreme poverty in 2020 compared to 2019 —offsetting nearly three years of progress. This
setback, combined with overlapping climate, conflict, and economic challenges, resulted in
510 million people living in extreme poverty in EDEs as of 2022, representing 8 percent of

their population.
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Concerted efforts are needed to enable Target 1.1. of eliminating extreme poverty to be
achieved—in which the progressive realization of USP can play a central role. Social
protection can play a key part in eliminating extreme poverty, based on the extensive evidence
of such impacts in wide-ranging contexts (Banerjee et al. 2024; Bastagli, Hagen-Zanker, and
Sturge 2016; Lustig 2018; UNDESA 2018). New data on the extent to which social protection
is currently contributing to poverty reduction and extreme poverty elimination are presented
throughout this paper, along with proposals for maximizing its potential poverty-reducing

impacts—thus accelerating progress toward the progressive realization of USP and Target 1.3.

The paper also examines relative poverty in EDEs, defined as the population in the poorest
quintile, as redistributive policies such as social protection, and especially social assistance,
prioritize this group. The size of this group is 1.3 billion people (Table 1.3). The distribution of
this group by the income level of the country or region is identical with that of the total

population (Table I.1).

Table 1.3 Distribution of the Population from the Poorest Quintile in 153 EDEs by Income Level and Region

Share of total population
(%)

Income level/Region No. of countries Population in millions

Low income 25 121 9
Lower middle income 52 586 44
Upper middle income 53 552 42
High income 23 63 5
East Asia and Pacific 23 416 31
Europe and Central Asia 30 99 7
Latin America and Caribbean 30 127 10
Middle East and North Africa 14 86 6
South Asia 8 378 29
Sub-Saharan Africa 48 218 16

Source: World Development Indicators and ASPIRE.
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Il.  Coverage: Noteworthy Progress but Many Outstanding Gaps, Including of the Poorest
Households and Extreme Poor Populations, Particularly in LICs
This section quantifies the share of population covered and respectively missed by social
protection systems in EDEs, with a special focus on the LICs and MICs, which account for
almost all the coverage gaps in 2022. Subsection IIA presents the absolute numbers of people
covered and respectively missed by social protection systems in EDEs. Subsection IIB examines
the cross-country performance in closing the coverage gap among EDEs, identifying the type
of countries and regions where the coverage challenges are the greatest. Subsection IIC
guantifies the progress achieved from circa 2010 to circa 2022 in expanding social protection

coverage.

[IA. The Coverage Gap: The Missing 2 Billion

This section provides a comprehensive quantification of the social protection coverage gap
around 2022 in 153 countries, current or past clients of the World Bank. These countries
include all LICs (25) and MICs (105) as well as a group of HICs that are or have been cooperating
with the World Bank in the recent past (23 ‘new’ HICs). The population covered includes
beneficiaries of social assistance, social insurance, and labor market programs as well as those
who contribute to social insurance schemes. Household survey microdata is utilized to
measure the share of population living in households that contribute to or receive at least one
social protection benefit. Survey-based estimates of coverage and adequacy offer valuable
insights that complement existing program-level data from administrative sources. These
estimates enhance the understanding of the socioeconomic profile of beneficiaries, such as

their gender, location, or poverty status, and consider resource sharing within households.

Motivation and focus countries. USP provision for a country’s population allows for optimal
social risk management (Packard et al. 2019). A system where most of the population
contributes to social insurance schemes achieves effective risk pooling and risk sharing while

protecting the population against social risks of loss of earnings during old age, disability,
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death of a breadwinner, or unemployment. USP is also critical for the support of the poor and
vulnerable. SDG Target 1.3, critical for reaching SDG goal 1 of ending poverty in all its forms
everywhere, aims to achieve substantial coverage of the poor and the vulnerable through
nationally appropriate social protection systems and measures for all, including floors, by

2030.

The empirical question addressed in this section is how big the coverage gap is in LICs and
MICs. The section focuses on the LICs and MICs, the group of 130 countries where 81 percent
of the planet’s population lived as of 2022 and where most of the coverage challenge remains.
The section presents, selectively, estimates of the coverage gap for a group of HICs (23) that
are aspirational peers for the upper-middle-income countries (UMICs). These 23 countries
have graduated to HIC status relatively recently and are included in the target group of ASPIRE

countries as they cooperate with the World Bank or have cooperated in the recent past.

1. Measuring global social protection coverage in LICS and MICs: Methodological

considerations

There are multiple ways to measure the coverage of the social protection system, that is,
estimating the share of the population that is covered by the system and the share that is
missed.* Coverage estimates can be population-weighted or simple averages of the social
protection coverage in each country. This section reports population-weighted averages, to
generate a headline number of total population covered by the social protection system and
those missed. The rest of the paper reports simple averages, as it examines the cross-country

performance. As the policy decision on the extent and generosity of the social protection

4 For example, ILO uses administrative data on (mostly) individuals receiving different types of social protection interventions
to arrive at a measure of coverage. By this definition, in a household with 4 members where only 2 receive individual-based
benefits (like pensions or child allowances), 50 percent of the household is covered. The complementary measures estimated
by the World Bank focus on households, with the underlying assumption that all income sources are shared among members.
For the same family, the World Bank measures will show 100 percent coverage. By definition, the World Bank measures show
a higher level of coverage and a smaller share of missed individuals than the ILO ones.
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system is determined by each country, the rest of the report uses simple country averages to

give equal weight to each country.

Coverage can be estimated at individual or household level. Some global estimates of the
share of world population not covered by social protection programs are based on
administrative data on receipt of social protection benefits or contribution to social insurance
programs, at individual level (ILO, 2024). These indicators are informative and simple to
interpret, especially when focused on homogenous programs with individual-level benefits
and when expressed relative to a specific target group (for example, share of persons with
disabilities covered by disability programs or unemployed receiving active labor market
programs [ALMPs] or passive labor market programs [PLMPs]). However, individual-level
coverage works well at the program level but there are issues when aggregated into groups of

programs or for programs where the assistance unit is the family or households.

Coverage estimates based on individual-level data can lead to double counting, when the
same person receives more than one benefit, or a household collects multiple benefits. When
aggregated for the total population, the caseload of different programs needs to be expressed
in the same assistance unit (typically household) and deduplicated. This is relatively
straightforward with household survey data. Moreover, individual-level administrative data
will not help if social protection benefits are sufficient, or adequate, to protect a household
from poverty; such an assessment requires information on both social protection benefits

received and the income or consumption of that household.

For the first time, this report quantifies the global coverage gap in LICs and MICs at the
household level, based on recent household surveys that track the welfare of the
household, the receipt of social protection benefits, and contribution to social insurance
schemes. This allows quantification of the cumulative support received by a household from
multiple social protection programs, eliminating the risk of double counting inherent in

administrative data. The coverage statistic has the following meaning: it counts all individuals
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from households connected to the social protection system as covered. This is the population
living in households where at least one individual is identified and typically paid or provided
with goods and services through social protection programs or contributes to social insurance
schemes. In the event of a shock affecting the livelihood of that household, the social
protection system has the information and delivery mechanism to protect them. The coverage
gap measures the population living in households that are not connected to the social
protection system in any way. This population group is at a high risk if affected by shocks with
economic consequences. Within the group, the poor population that is not connected to the
social protection system is at an even greater risk, as they do not have assets or jobs with
decent pay to self-insure amid shock. The report quantifies the group of poor not covered by
the social protection system, a key priority for the horizontal expansion of the system

according to the progressive realization of the USP.

Also, for the first time, the report estimates whether the social protection support received
by poor households is adequate or not. The report compares the cumulative social protection
support received by households with relative poverty (the poorest quintile) and extreme
poverty, thus revealing whether the social protection support is adequate or not for the
households.®> This allows quantification of the adequacy of social protection benefits at the
level of the social protection system for the poor. The threshold used to classify the social
protection system support as adequate is whether social protection benefits account for at
least 20 percent of the respective poverty line (the income that separates the poorest quintile
from the upper level of the income distribution, or the extreme poverty line, of US$2.15 in
2017 PPP). This threshold represents about half the adequacy gap of the poorest quintile in

LICs and MICs; thus, it represents a substantial reduction of the income gap of the poor. This

5 To estimate adequacy of programs without monetary values, we used a matrix with average adequacies by type of social
protection program category and area, calculated for the different quintiles of the welfare distribution and for the different
income level groups (low income, lower middle income, upper middle income, high income). This matrix was based on
observed adequacies of programs with monetary values in our sample. We input these adequacies and calculate the
cumulative social protection support received by households to later compare them with the relative and the absolute
poverty.
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group of poor not adequately covered is another key priority for the vertical expansion of the

social protection system in LICs and MICs.

These global estimates use a unique dataset of country-level distributional performance
indicators of social protection programs, ASPIRE (see Annex 1) and cover all 130 LICs and
MICs. The estimate has strong empirical foundations, as a large share of the indicator is
measured, and only a small portion of it is estimated. For 61 countries accounting for 48
percent of the total LMIC population, all indicators are derived from the most recent
household survey; for another 43 countries accounting for 48 percent of the LICs and MIC
population where the household surveys capture the receipt of benefits but not contributions
to social insurance schemes, the coverage indicator relies on the share of population receiving
social protection benefits, adjusted upward with the average increase due to social insurance
contributors of the respective country income group. For the remaining 26 countries
accounting for 3 percent of the LICs and MIC population, the report assumes distributions
similar to the average of the country income grouping, adjusted for the individual coverage of
the contributors to the main social insurance schemes where available. The estimates are also
recent. For about 90 percent of the LICs and MIC population, the estimations are based on
surveys carried out between 2018 and 2022, with almost half of the population surveyed since

2020.

The methodology used to measure and estimate global coverage in LICs and MICs is
described in Table Il.1. For each country, the report estimates the distribution of social
protection coverage for the total population, for rural and urban areas, for each quintile, and

for extreme poverty.
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Table 11.1 Methodology to Estimate the Coverage of Social Protection Beneficiaries and Contributors

Country groups® No. of Share of LICs Methodology
LICs and and MICs
MICs population
(%)
A. Surveys with 61 48 Estimate based on the information on social protection
data on beneficiaries and contributors from the from the latest
beneficiaries and household survey available in ASPIRE (the comprehensive
contributors indicator of coverage)
B. Surveys with 43 48 Estimate based on the information on social protection
data on social beneficiaries from the latest household survey (the narrow
protection indicator of coverage), total and by groups, increased with
beneficiaries only a correction factor matrix (X or Y).
Correction factor X = ratio of the comprehensive/narrow
coverage of the Sample A countries, total and by groups,
and country income level”
Correction factor Y = ratio of the comprehensive/narrow
coverage for countries in Sample A with narrow
(beneficiaries) coverage higher than 75%, total and by
groups.
C. Administrative 7 1 Estimate based on the multiplication of
data on the e Avector of social protection coverage of beneficiaries
individual and contributors, for the respective income country
coverage of the grouping (LICs, LMICs, UMICs, and new HICs) from
social insurance Sample A countries with
contributors e A correction factor from administrative data as the
ratio of (social insurance contributors’ coverage of
the country) / (the average contributors’ coverage for
the country’s income group.
D. No data 19 2 Estimate equal to the average coverage of beneficiaries and
contributors for the respective country’s income group.
Total 130 100

Note: Own elaboration for this paper.

2. Two billion people missed by the social protection system or inadequately covered while

poor

As of 2022, out of 6.3 billion people living in the 130 LICs and MICs, 2 billion were missed or

inadequately covered by the social protection systems if poor (Figure Il.1). Of these, 1.6

6 The groups are based on the availability of recent household survey data to measure the coverage gap.
7 We used the data from the 64 countries in Sample A to calculate a matrix of correction factors as the ratio of (coverage of
contributors and beneficiaries) / (coverage of beneficiaries) for the following social protection coverage indicators: total
population, rural-urban, 5 quintiles, and extreme poverty, for each of the 4 income groups (LICs, LMICs, UMICs, HICs). The
social protection beneficiary coverage for each of the 47 countries (total and subgroups) was increased by a vector of
correction factors derived from Sample A countries, corresponding to the income group to which the country belongs.
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billion were people living in households without any connection to the social protection
system: none of their members received a social protection benefit or contributed to a social
insurance scheme. Another 400 million were people living in relative poverty—in the poorest
quintile of each of the 130 LICs and MICs—receiving low, inadequate benefits. These
households, which are often part of the lowest income groups, do not have sufficient support
to overcome poverty, cope with economic shocks and crises, or pursue improved
opportunities in the labor market during a period of rapid global change. Consistent with the
strategy of progressive realization of the USP, the 2 billion missed people represents the

immediate challenge faced by LICs and MICs, and the international development community.

Figure I1.1. 2 Billion People in LICs and MICs Are Missed or Inadequately Covered by Social Protection
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data from 2022 or most recent available survey (https://www.worldbank.org/aspire).

Note: Figure shows coverage of direct and indirect beneficiaries and social insurance contributors in 130 low- and middle-
income countries. For sample size, see Table I.1. Q1 = first (poorest) quintile; SI= social insurance; SP = social protection.

While the gap remains substantially higher in LICs, in absolute terms, more people are not

covered in MICs (Figure 1l.1). The share of population missed by the social protection system

20



is strongly related to the country’s level of economic development. The most severe gaps are
found in LICs where an average of 77 percent of the population receives no social protection
benefit and an additional 4 percent receive inadequate benefits. In contrast, the social
protection systems in UMICs miss only 10 percent of their populations and provide inadequate
coverage to only 6 percent. However, the picture changes radically when coverage gaps are
measured in absolute terms (in other words, in millions of people). The absolute number of
people not covered by social protection is substantially higher in MICs than in LICs (1.2 billion
versus 500 million), which reflects the reality that around 90 percent of the people now live

in MICs and only 10 percent in LICs.

The majority of the 2 billion people who are not covered are located in Sub-Saharan Africa,
South Asia, and East Asia regions (Figure 11.2.). In relative terms, most regions fail to cover
10-26 percent of their total population and provide inadequate coverage to 4—-8 percent of
the population (Figure 11.1. b). Sub-Saharan Africa is notable, with 71 percent of the region’s

population not covered, while 5 percent receive inadequate coverage.

Figure 11.2. People in LICs and MICs who Remain Uncovered or Inadequately Covered by Social Protection
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76M

200M

M People lacking any SP coverage 400M
M People with inadequate SP coverage 600M

827M

15treetMap

Source: Original map for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Coverage consists of direct and indirect beneficiaries and social insurance contributors. Map is based on

130 low- and middle-income countries. For sample size see Table I.1. M = million.
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Figure 11.3. The Coverage Gap Increases Substantially Once China and India Are Excluded

A. All low- and middle-income countries B. Low and middle-income countries excluding China and India
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data for 2022 or most recent available survey (https://www.worldbank.org/aspire).

Note: Figure shows coverage of direct and indirect beneficiaries and social insurance contributors in 128 low- and middle-
income countries. For sample size see Table I.1. Q1 = first (poorest) quintile, generated using pretransfer welfare; Sl= social
insurance; SP = social protection.

Coverage gaps become much more pronounced once China and India, the world’s two most
populous countries, are excluded, rising from 32 to 49 percent (Figure 11.3). The largest
increase is in the share of population that is missed by social protection systems, which
increases from 26 to 42 percent. This signals the existence of a large gap in social protection
coverage in many LICs and MICs. The averages reported for Europe and Central Asia and Latin
America and the Caribbean regions do not include 21 countries which are ‘new’ HICs, whose
coverage is as high as in China and India. If these are included, the share missed by social

protection will be reduced in these two regions as well.

The population missed by the social protection systems of LICs and MICs is uniformly
distributed across quintiles, which suggests room for improvements for the progressive
realization of the USP, by first addressing the poorest. Each quintile has 0.31-0.33 billion
missed people. The poorest quintile also has 0.35 billion people with inadequate social

protection support. This category does not exist for the upper quintiles. The data also suggest
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that the share of people in households that only contribute to social insurance and do not

receive social protection benefits increases across quintiles.

Figure I1.4. Distribution of the 2 Billion Missed, or Inadequately Covered if Poor, by Social Protection by
Quintiles
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data for 2022 or most recent available survey (https://www.worldbank.org/aspire).

Note: Figure shows coverage of direct and indirect beneficiaries and social insurance contributors in 130 low- and middle-
income countries. For sample size see Table I1.1. Q1 = first quintile (poorest); Q2 = second quintile; Q3 = third quintile; Q4 =
fourth quintile; Q5 = fifth quintile (richest), using pretransfer welfare; Sl= social insurance; SP = social protection.

3. Half-empty glass for the poorest quintile: 53 percent of the poor are missed or
inadequately covered by social protection

Social protection systems also fail to provide adequate coverage to nearly half of all people
living in the poorest quintile in the 130 LICs and MICs. The coverage and adequacy gap are
significantly higher for the people in the poorest quintile in LICs and MICs. About 53 percent
of the 1.26 billion people from the poorest quintile are either not covered (25 percent) or
covered inadequately (28 percent) (Figure I.5). Compared to the global coverage (Figure 11.1.),
the share of people not covered or inadequately covered in the poorest quintile is uniformly
higher. The largest gaps are in LICs (97 percent) and in Sub-Saharan Africa (94 percent). The

share of those missed by the social protection system falls significantly with the income level
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of the country, while the share of the population in relative poverty and covered inadequately

is significant in all country settings (from LICs to UMICs).

Figure I1.5. The Coverage Gap Rises to Almost Half for Those in the Poorest Quintile

A. Billions of people in LICs and MICs in the poorest B. Share of total population in LICs and MICs in the poorest quintile, by
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data for 2022 or most recent available survey (https://www.worldbank.org/aspire).

Note: Figure shows coverage of direct and indirect beneficiaries and social insurance contributors in 130 low- and middle-
income countries. For sample size see Table I.3. Q1 = first (poorest) quintile, generated using pretransfer welfare; Sl= social
insurance; SP = social protection.

4. |n countries with significant levels of extreme poverty, 87 percent are missed or
inadequately covered by social protection

In 73 EDEs with extreme poverty rate of over 2 percent,® 87 percent of the extreme poor are

missed or are inadequately covered by social protection (Figure 11.6.). This share rises to 98

8 The estimate covers 73 countries with extreme poverty rates equal to or higher than 2 percent of the population. A total of
80 EDEs with no or low extreme poverty rates are not included in the analysis, given the lack of reliable survey estimates in
countries where extreme poverty is below this threshold. These 80 countries accounted for about 3 percent of the total
number of extreme poor in EDEs in the period analyzed in this report.
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percent in LICs. The 73 countries with levels of extreme poverty of above 2 percent comprise
almost half a million people who are either missed or insufficiently protected. In absolute
numbers, the largest number of extreme poor are in LICs (0.25 billion) and LMICs (0.21 billion).
In relative terms, the most severe coverage gaps exist in LICs (98 percent) and Sub-Saharan
Africa (97 percent). As the income level of the country increases, the share of the extreme
poor population missed by the social protection system falls, especially in UMICs. However,
the share of those with inadequate coverage increases in these countries, signaling a problem

of adequacy of benefits in the 15 UMICs that have significant extreme poverty rates.

Figure I1.6. In LICs, Coverage Gaps Reach 98 Percent among the Extreme Poor
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data for 2022 or most recent available survey (https://www.worldbank.org/aspire).

Note: Estimates are based on observations from 73 countries that have extreme poverty rates of 2 percent of the population
or greater. Figure shows coverage of direct and indirect beneficiaries and social insurance contributors. For sample size see
Table 1.2. SI= social insurance; SP = social protection; XP = extreme poor (those living on less than $2.15 a day at purchasing
power parity).
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5. HICs have succeeded in reducing the coverage gap to low levels

A group of HICs who recently graduated from MIC status have succeeded in eliminating
extreme poverty and covering almost the entire population from the poorest quintile.
ASPIRE tracks the size, composition, evolution, and distributional performance indicators not
only for LICs and MICs but also for 23 HICs with whom the World Bank cooperates or has
cooperated. Typically, these are countries that have recently graduated to HIC status, that is,
‘new’ HICs. They are a useful comparator for LICs and MICs. This country group has succeeded
in eliminating or bringing extreme poverty to very low levels. Moreover, as illustrated in Figure
II.7., the new HICs have almost closed the coverage gap for the poorest quintile of their
populations: only 6 percent of the population of these 23 HICs are missed by social protection,

with another 6 percent not adequately covered. In these countries, USP has become a reality.

Figure 11.7. The ‘New’ HICs Have Almost Closed the Coverage Gaps of the Poorest Quintile

A. Billions of people in low/middle and high-income B. Share of total population in low/middle and high-income
countries, by income level countries in extreme poor, by income level and regions
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power parity).
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[IB. The Coverage Gap: Cross-country Performance

While absolute, population-weighted measures of social protection coverage provide
insights into the magnitude of worldwide challenges, they are often influenced by a few
large countries. Therefore, these trends may not be very effective in identifying common
policy challenges across different nations. To gain a better understanding of the shared factors
contributing to significant coverage gaps in LICs and MICs, this section will examine the
performance and challenges faced by the individual country systems. Consequently, the
figures presented in this section and the rest of the paper are cross-country averages, not
population-weighted averages (used in Section 1lA), to ensure that the analysis of the social
protection systems of smaller countries and of systems in more populous countries are given

the same importance.

Another methodological distinction between the coverage figures reported in this and the
subsequent sections, compared to those presented in Section IIA, is the scope of social
protection coverage considered. Section IIA employs a comprehensive definition of social
protection coverage, which includes both the receipt of benefits and contributions to social
insurance. In contrast, the remainder of the paper presents figures based on a narrower
definition of social protection coverage that considers only the receipt of benefits. In addition,

the rest of the paper reports on all ASPIRE countries, including the ‘new’ HICs.

Based on household surveys from 2022 or the most recent available for 73 EDEs,’ on average
half of the total population in EDEs currently access social protection benefits, resulting in
a coverage gap of 49 percent. As shown in Figure 11.8., 51 percent of the population in EDEs

received, directly or indirectly, a social protection transfer during 2017-2022.%° Despite

9 All statistics on the distributional performance of social protection programs are derived from the ASPIRE database of the
World Bank and correspond to 73 emerging and developing countries with a recent household survey (carried out between
2017 and 2022). These household surveys have been used by the respective countries to track, among other things, the level
of poverty as defined by the national poverty lines and by the World Bank against international poverty lines. The 73 countries
account for 46 percent of the population of emerging and developing countries.

10 Coverage is calculated using household survey data, by dividing the number of individuals who live in a household receiving
at least one social protection benefit by the total number of individuals in the population.
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methodological differences, the World Bank data indicate a significant and persistent coverage
gap of similar magnitude to the ILO’s latest estimates that 47 percent of the global population

were effectively covered by at least one social protection benefit (ILO, 2021a).

Social protection coverage increases, on average, with a country’s economic development
and is therefore lower in regions with weaker levels of economic development. Overall,
access to social protection benefits is only 25 percent in LICs and 42 percent in LMICs,
compared to 61 percent in UMICs and 82 percent in the new HICs (Figure 11.8.). While coverage
is higher on average across all countries for the poorest quintile and the extreme poor
population, the increase is smaller in LICs (only 3 percentage points difference) compared to

LMICs (11 percentage points), UMICs (21 percentage points), and HICs (15 percentage points).

Figure 11.8. Proportion of the Total, Poorest Quintile, and Extreme Poor Population Receiving Various Types of
Social Protection Benefit, by the Country’s Level of Economic Development (percentages)
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Figure shows coverage of both direct and indirect beneficiaries for 2022 or most recent year for which data are available
and is based on 73 observations, which include 67 low- and middle-income countries (LIC:12, LMIC:24, UMIC: 31) and 6 high-
income countries monitored by ASPIRE. For XP the sample is reduced to 69 observations — Belarus does not have XP, and data
on XP are not available for Zimbabwe, Bosnia and Herzegovina and Tunisia. Coverage is determined as follows: (number of
individuals in the total population, poorest quintile, or living in extreme poverty who live in a household where at least one
member receives the transfer) / (humber of individuals in the total population or group). Although it captures the largest
programs, the figure may underestimate total social protection coverage, because household surveys may not include all
programs that exist in each economy. Aggregated indicators have been calculated using simple cross-country averages. Q1 =
poorest 20 percent; XP = extreme poor (those living on less than $2.15 a day at purchasing power parity).
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The average coverage gap of the poorest quintile is about 35 percent, smaller than the gap
for the total population of low-, middle-, and high-income countries.!! Among the bottom
20, around 65 percent of the population reside in households where at least one person
receives benefits. This higher coverage is principally due to the targeting of social assistance
programs for the poor. As Figure I1.8.Figure 11.8. illustrates, non-contributory social assistance
programs are the largest contributor to social protection receipt, at 58 percent, followed by
contributory social insurance programs at 22 percent, and labor market programs at 5

percent.!?

Meanwhile, the gap in coverage of the extreme poor is slightly lower still, at 30 percent,
with 70 percent of the extreme poor receiving a social protection benefit (Figure 11.8.). As in
the case of relative poverty, social assistance is the major channel for social protection receipt
among the extreme poor (62 percent), followed by social insurance (24 percent) and labor
market programs (4 percent), with some overlap between the two types of social protection

programs.

There is substantial regional variation in the coverage of social protection. For example, in
Sub-Saharan Africa, social protection coverage is less than half the level of Europe and Central
Asia, received by only 28 percent of the population, with large gaps even for the poorest

quintile and for the extreme poor population (Figure 11.9.).

11 The quintile distribution is based on per capita consumption or income of the household, before receiving any social
protection transfers (50 percent of transfers from social insurance and the labor market and 100 percent of social assistance
transfers).

12 The total coverage is less than the sum of these programs because some households receive multiple benefits.
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Figure 11.9. Proportion of the Total, Poorest Quintile, and Extreme Poor Population Receiving Various Types of
Social Protection Benefit, by World Bank Group Region (percentages)

100

98
88

Asia

All social protection

Caribbean

All social assistance

91

All social insurance

All labor market

90 8 85
8%9 él 82
= 80
S 70 0 70 69 71 73
= 66
g 70 N 7) 62 3 65
o 58 57 57 58
g 60 54
a 51 51 %9 53
“ 46
o 50 43 44
= B iy a ‘A 4y, 39
= 40 35 35
% 33 33
5 30 24
g 19 B% 20
S 20 o u
L 12 10 " 10
10 5 s 3 6 BE 1 BHES 615 4 4 1 ag £ 35 | ab
1 W 2 g 00 [ oo | oo
0
Total Q1 XP Total Q1 XP Total Q1 XP ' Total Q1 XP Total Q1 XP [ Total Q1 XP ' Total Q1 XP
Total Europe & Central | Latin America & ' East Asia & Pacific South Asia Sub-Saharan Africa.  Middle East &

North Africa

Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Figure shows coverage of both direct and indirect beneficiaries for 2022 or most recent year for which data are available
and is based on 73 observations, which include 67 low- and middle-income countries (LIC:12, LMIC:24, UMIC: 31) and 6 high-
income countries monitored by ASPIRE. For XP the sample is reduced to 69 observations. Although it captures the largest
programs, the figure may underestimate total social protection coverage, because household surveys may not include all
programs that exist in each economy. Aggregated indicators have been calculated using simple cross-country averages. Q1 =
poorest 20 percent; XP = extreme poor (those living on less than $2.15 a day at purchasing power parity).

There is some overlap between recipients of various social protection instruments, with the
types and number of different instruments increasing with the income level of the country.
Most countries provide a combination of social protection programs to serve different
categories of the population and to address different types of risk for the same population
group. Some of these programs overlap at the household level. Household surveys are the
main data source to account for the overlap, enabling the calculation of total coverage without
double counting beneficiaries of different programs. Consistent with the goal of progressive
realization of the USP, we look at the mix of programs and their overlap that cover the extreme
poor and the poorest quintile in EDEs (Figure 11.10.). Two main stylized facts emerge: (a) social
assistance programs are the backbone of the social protection benefit receipt across all EDEs,

and (b) the overlap between the different types of social protection programs—social
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assistance, labor market programs, or social insurance programs—increases with the level of
economic development of the country. For example, among LICs there is almost no overlap,
with almost all social protection benefits received from social assistance programs (23 percent
of a total of 25 percent). Social insurance alone accounts for an additional 4 percentage points
in LMICs, 16 in UMICs, and 14 in HICs. As countries’ per capita income grows, the share of
households receiving social protection benefits from multiple social protection instruments
(social assistance, social insurance, labor market programs) rises, from 2 percent among LMICs
to 15 percent for UMICs and 29 percent for HICs. In lower-income regions, social protection
receipt is almost exclusively from social assistance programs—for example, with no or very

little overlap between the social protection thematic areas in Sub-Saharan Africa.

Figure 11.10. Proportion of the Total, Poorest Quintile, and Extreme Poor Population Receiving Various Types
of Social Protection Benefit, by Region and the Country’s Level of Economic Development (percentages)
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Figure shows coverage of both direct and indirect beneficiaries for 2022 or most recent year for which data are available
and is based on 73 observations, which include 67 low- and middle-income countries (LIC:12, LMIC:24, UMIC: 31) and 6 high-
income countries monitored by ASPIRE. For XP the sample is reduced to 69 observations, Middle East and North Africa (n=3)
is not included in the graph because the number of observations is too small, but these are included in total numbers.
Although it captures the largest programs, the figure may underestimate total social protection coverage, because household
surveys may not include all programs that exist in each economy. Aggregated indicators have been calculated using simple
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cross-country averages. Q1 = poorest 20 percent; XP = extreme poor (those living on less than $2.15 a day at purchasing
power parity).

lIC. Progress in Closing the Beneficiaries’ Coverage Gap Over the Last Decade (circa 2010
versus circa 2022)

This section takes a broader view and tracks the progress of the average EDEs in increasing
access to social protection benefits in the decade before the onset of the COVID-19 shock.
This information is critical for quantifying the progressive realization of the USP. The empirical
base includes 73 EDEs with comparable surveys implemented around 2010 and during or
before 2022. Social protection coverage is defined as the share of population living in
households where at least one member receives benefits from social assistance, social
insurance, and labor market programs. Coverage indicators, aggregated for countries
classified by their level or income or by region, are not population weighted, thus giving an
equal share to each country irrespective of their size. The 73 countries with comparable

surveys represent 58 percentage of the total population of EDEs in 2022.

Cross-country data over time show substantial progress in expanding social protection
coverage over the past decade, across EDEs of all income levels. As shown in Figure I.11., in
our household survey sample, the share of households receiving social protection benefits
grew from, on average, 41 percent around 2010 to 51 percent 12 years later. Expansion
occurred in all groups of economies but was most pronounced in low-income economies,
where coverage more than doubled (albeit from a low base, rising from 11 percent to 25
percent). Within the population, social protection continues to be progressively distributed
on average, with benefit receipt highest among the poorest quintile and decreasing as
household wealth increases. For the poorest quintile, social protection coverage increased by
an average of 11 percentage points over the decade, from 54 percent to 65 percent. For
households living in extreme poverty, average coverage increased from 59 percent to 70

percent.
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Figure 11.11. Expansion of Access to Social Protection Benefits over 2010-2022
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: “Circa 2022” refers to data from 2022 or the most recent available year within the period 2015 to 2022. “Circa 2010”
includes data from 2010 or any year available between the period 2006 to 2014. Figure shows coverage of both direct and
indirect beneficiaries and is based on 73 observations, which include 67 low- and middle-income countries (LIC:12, LMIC:24,
UMIC: 31) and 6 high-income countries monitored by ASPIRE. For XP the sample is reduced to 69 observations. Although it
captures the largest programs, the figure may underestimate total social protection coverage, because household surveys
may not include all programs that exist in each economy. Aggregated indicators have been calculated using simple cross-
country averages. Q1 = poorest 20 percent; XP = extreme poor (those living on less than $2.15 a day at purchasing power
parity).

Nevertheless, progress is slow: at current rates of expansion, covering the poor—let alone
achieving universal coverage—will take several decades. If the expansion of the last decade
were to continue at the same rate, access to social protection benefits among those living in
extreme poverty and among the poorest 20 percent would increase by only around 1 percent
per year. At this pace, it would take until 2043 for those living in extreme poverty to be fully
covered and until 2045 for the poorest 20 percent of households in LICs and MICs to be

covered. That would be a decade and a half behind the target year for achieving the SDGs.

Social assistance was and remains the social protection area that contributes the most to
closing coverage gaps for the poorest quintile and the extreme poor (Figure 11.12.). Social

assistance programs account for, on average, 80 percent of total access to social protection
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benefits. For the extreme poor, social assistance accounts for 85 percent of total social
protection coverage as well as for the poorest quintile. In LICs, coverage of social assistance
programs doubled among the total population (from 12 percent to 22 percent), increased by
2.2 times among the poorest quintile, and more than doubled for the extreme poor. However,
the coverage gap in LICs remains substantial. This highlights the need for both EDE
governments and international financial institutions (IFls) to maintain and expand their efforts
to close this gap, especially for the poorest quintile and the extreme poor, to bring the

progressive expansion of USP closer to fruition by 2030.

Figure 11.12. Expansion of Social Assistance Coverage as the Main Driver for the Increase in Social Protection
Coverage from 2010 to 2022
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: “Circa 2022” refers to data from 2022 or the most recent available year within the period 2015 to 2022. “Circa 2010”
includes data from 2010 or any year available between the period 2006 to 2014. Figure shows coverage of both direct and
indirect beneficiaries and is based on 68 observations, which include 62 low- and middle-income countries (LIC: 10, LMIC: 22,
UMIC:30) and 6 high-income countries monitored by ASPIRE. For XP the sample is reduced to 69 observations. Although it
captures the largest programs, the figure may underestimate total social protection coverage, because household surveys
may not include all programs that exist in each economy. Aggregated indicators have been calculated using simple cross-
country averages. Q1 = poorest 20 percent; XP = extreme poor (those living on less than $2.15 a day at purchasing power

parity).
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In contrast to social assistance, access to social insurance benefits saw little growth in the
decade before the COVID-19 shock (Figure 11.13.). Overall, social insurance benefits are
received by 19 percent of the total population in EDEs, 22 percent of the population from the
poorest quintile, and 24 percent of the extreme poor population. Social insurance receipt is
significant in UMICs and HICs, where the share of formal employment is large (over 40
percent), but is almost absent from LICs and low in LMICs. This paper does not provide an
estimate of the decadal chance in the coverage of labor market programs (ALMPs and PLMPs),

due to the uneven inclusion of such programs in household surveys.!3

Figure 11.13. Receipt of Social Insurance Benefits (from Contributory Pensions or Other Social Insurance
Programs) between 2010 and 2022
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: “Circa 2022” refers to data from 2022 or the most recent available year within the period 2015 to 2022. “Circa 2010”
includes data from 2010 or any year available between the period 2006 to 2014. Figure shows coverage of both direct and
indirect beneficiaries and is based on 57 observations, which include 51 low- and middle-income countries (LIC: 8, LMIC: 16,
UMIC:27) and 6 high-income countries monitored by ASPIRE. For XP the sample is reduced to 64 observations. Although it
captures the largest programs, the figure may underestimate total social protection coverage, because household surveys
may not include all programs that exist in each economy. Aggregated indicators have been calculated using simple cross-
country averages. Q1 = poorest 20 percent; XP = extreme poor (those living on less than $2.15 a day at purchasing power

parity).

13 Only 16 out of 73 countries report labor market programs in their surveys and there is an under-representation of the
large or moderately sized labor market programs even in these surveys.
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[ll.  Benefit Levels: Variable and Insufficient to Fill the Income Shortfall of the Extreme
Poor or for Those in the Poorest Quintile for Most Social Protection Programs, in the
Majority of EDEs

Alongside coverage, the adequacy of social protection benefits is a key factor for
determining the extent to which appropriate social protection systems and measures have
been established (SDG Target 1.3) and social protection’s contribution to extreme poverty
and poverty reduction (Targets 1.1 and Targets 1.2). This section uses the most recent
household surveys available for 2017-2022 to examine the benefit level of social protection
programs relative to the welfare (meaning either the consumption or income level) of
recipient households.!* The ratio of social protection benefits received by beneficiary
households to their total welfare is also known as the adequacy ratio.'®> The benefit level—
and therefore the adequacy ratio—of different social protection programs varies based on
their differing objectives as well as diverse contextual factors, notably budget constraints.
Social protection programs have different objectives, from full income replacement (for
example, for contributory pensions, unemployment benefits, public works, or social pensions)
to filling of specific consumption or income gaps, often combined with behavioral nudges,
complementary services, or social inclusion packages (for social assistance programs). By
design, income-replacement benefits tend to have a higher benefit level than programs that
aim only to fill specific consumption gaps. However, even if social assistance programs are not
designed to provide full replacement of income for the average household in the population,
they are often intended to alleviate income shortfalls for the extreme poor or poorest quintile

in the population. The success of such programs in reducing (extreme or relative) poverty

14 The sample surveys used in this section are the same as those mentioned in Section IIB (73 countries), conditional on
availability of benefit adequacy data. Not all 73 surveys collect information of the benefit values: 60 countries have
information to calculate benefit adequacy for total population and the population in the poorest quintile; 48 countries have
information to calculate benefit adequacy for the extreme poor for total social protection. These numbers drop further for
the thematic areas.

15 The adequacy ratio is defined as the percentage that transfer amounts received by beneficiaries of a group contribute to
the total welfare of the beneficiaries of that group. The population income distribution (for example, the poorest quintile or
wealthiest quintile) is calculated based on the post-transfer welfare aggregate.
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therefore depends partly on how much they contribute to the income shortfall required to
eliminate poverty (the ratio of per capita consumption of the household relative to the

poverty line in question).

Unsurprisingly, given the differing objectives outlined above, recent household survey data
from EDEs show that income replacement programs deliver the most substantial benefit
levels (Figure Ill.1.). On average, social insurance programs account for 33 percent of the
beneficiary household’s welfare. Labor market programs and social assistance transfers
contribute far less, accounting for 10-11 percent of the welfare of their beneficiaries. In
relative terms, the adequacy ratio is higher for the extreme poor (80 percent for social
insurance programs, 42 percent for labor market programs, and 37 percent for social
assistance programs) and for the poorest quintile (48 percent for social insurance programs,
19 percent for labor market programs, and 20 percent for social assistance programs). This
higher adequacy ratio for the extreme poor and the poorest quintile is driven by the fact that
their consumption or income levels are inherently lower than those of the wealthier

population.

Figure lll.1. Adequacy Ratio of Social Protection Benefits Received by the Total, Poorest Quintile, and
Extreme Poor Population, by Social Protection Type
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).
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Note: Figure is based on 60 observations, which include 55 low- and middle-income countries (LIC: 9, LMIC: 18, UMIC:28) and
5 high-income countries monitored by ASPIRE. Countries with extreme poverty incidence close to zero have been removed
from the extreme poverty sample. Adequacy is calculated as follows: (transfer amount received by all direct and indirect
beneficiaries in a population group) / (total welfare aggregate of the direct and indirect beneficiaries in that population
group). Although it captures the largest programs, the figure may underestimate total social protection adequacy of benefit,
because household surveys may not include all programs that exist in each economy. Aggregated indicators have been
calculated using simple cross-country averages. Q1 = poorest quintile, generated using post-transfer welfare; XP = extreme
poor (those living on less than $2.15 a day at purchasing power parity).

The adequacy ratio of social protection benefits increases, on average, with the country’s
income level (Figure 111.2.). On average, the adequacy of benefits in UMICs is three times
higher than for LICs (32 percent and 11 percent, respectively). In the poorest quintile, and
mainly among the extreme poor, adequacy is higher in large part because of the low
consumption of the population in this group and not because the level of benefit is, in absolute

terms, higher.

Figure Ill.2. Adequacy Ratio of Social Protection Benefits Received by the Total, Poorest Quintile, and
Extreme Poor Population, by Country Income Level
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Figure is based on 60 observations, which include 55 low- and middle-income countries (LIC: 9, LMIC: 18, UMIC:28)
and 5 high-income countries monitored by ASPIRE. Countries with extreme poverty incidence close to zero have been
removed from the extreme poverty sample. Although it captures the largest programs, the figure may underestimate total
social protection adequacy of benefit, because household surveys may not include all programs that exist in each economy.
Aggregated indicators have been calculated using simple cross-country averages. Q1 = poorest quintile, generated using post-
transfer welfare; XP = extreme poor (those living on less than $2.15 a day at purchasing power parity).
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The positive correlation of the adequacy ratio with the type of social protection program
(income replacement or not), the country’s income level, and the household poverty level
is also observed when information is fully disaggregated across these dimensions (Figure
111.3.). The adequacy ratio increases monotonically with the income of the country, it is higher
for social insurance compared to labor market or social assistance programs, and it is higher

among the poorest quintile and extreme poor compared to the total population.

Figure Ill.3.Adequacy Ratio of Social Protection by Income Level for the Total Population, the Poorest
Quintile, and the Extreme Poor
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Figure is based on 60 observations, which include 55 low- and middle-income countries (LIC: 9, LMIC: 18, UMIC:28) and
5 high-income countries monitored by ASPIRE. Countries with extreme poverty incidence close to zero have been removed
from the extreme poverty sample. Although it captures the largest programs, the figure may underestimate total social
protection adequacy of benefit, because household surveys may not include all programs that exist in each economy.
Aggregated indicators have been calculated using simple cross-country averages. Q1 = poorest quintile, generated using post-
transfer welfare; XP = extreme poor (those living on less than $2.15 a day at purchasing power parity).
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Across regions, the adequacy ratio of social protection benefits is highest in Europe and
Central Asia (40 percent), followed by East Asia and the Pacific, and relatively modest in the
other regions (Figure 111.4.). Among the poorest quintile and extreme poor, benefit adequacy
is mainly higher than for the total population in Europe and Central Asia (55 percent and 156

percent compared to 40 percent); the differences across the other regions are lower.

Figure I1l.4. Adequacy Ratio of Social Protection by Region for Total Population, the Poorest Quintile, and the
Extreme Poor

123

L 120
£
[}
g 100
& 80
T 55
S 60 46 46 20
@ 32 39 41 35 34
c 40 27 27 29
S8 23 21 20 22 24
S 20 10 9 0
X

0

Total East Asia & Europe & Latin America Middle East & Sub-Saharan South Asia
Pacific Central Asia & Caribbean  North Africa Africa
Total population Poorest quintile Extreme poor

Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Figure is based on 60 observations, which include 55 low- and middle-income countries (LIC: 9, LMIC: 18, UMIC:28) and
5 high-income countries monitored by ASPIRE. Countries with extreme poverty incidence close to zero have been removed
from the extreme poverty sample. Although it captures the largest programs, the figure may underestimate total social
protection adequacy of benefit, because household surveys may not include all programs that exist in each economy.
Aggregated indicators have been calculated using simple cross-country averages. Q1 = poorest quintile, generated using post-
transfer welfare; XP = extreme poor (those living on less than $2.15 a day at purchasing power parity).

When considering the adequacy ratio of social protection benefits relative to the income
shortfall required to eliminate extreme poverty, current benefit levels contribute
substantially overall to reducing extreme poverty for those covered, but they are not
sufficient in contexts where extreme poverty is prevalent (Figure 11l.5.A). While it is difficult
to assess the adequacy of social protection benefits against the multiple objectives of these

programs, this paper aims to quantify the contribution of social protection benefits to
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reducing the welfare (income or consumption) shortfall.1® of extreme poor recipients. The
average consumption of people living in extreme poverty is 40 percent below the international
extreme poverty line of US$2.15 per day in EDEs. On average, social protection transfers in
EDEs reduce the pre-transfer shortfall of recipients by one-quarter (or by 10 percentage
points). The higher the prevalence of extreme poverty, the higher the shortfall. However, the
contribution of social protection to reducing the gap in these contexts is marginal, oscillating
between 0 and 3 percentage points in countries with extreme poverty prevalence of between
2 and 40 percent. By contrast, for countries with ‘no” extreme poor (meaning those with less
than 2 percent prevalence of extreme poverty), the contribution of social protection transfers
to reducing the income shortfall is higher as benefit amounts tend to be more generous,

reducing the gap by almost 40 percent (from -42 percent to -27 percent).

16 We use income shortfall as a general term to measure either the consumption or income shortfall of the individuals in
extreme poverty or from the poorest quintile. The income shortfall measures the relative gap in welfare of beneficiaries
compared to the (extreme) poverty line before the receipt of social protection transfers. The contribution of social protection
transfers to reducing the income shortfall measures the transfer amount relative to the (extreme) poverty line. The difference
between the two is the net income shortfall: that is, the increase in benefits (and budget) needed to bring the individuals to
the (extreme) poverty line (to eliminate extreme poverty), expressed as a share of the (extreme) poverty line. The same
formula is applied in the subsequent paragraph in relation to the relative poverty line (the welfare threshold of the poorest
20 percent of the population).
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Figure III.5. Social Protection Benefits Make Up a Large Share of the Pre-transfer Consumption of Households
in Extreme Poverty and in the Poorest Quintile—But Not in LICs or in Countries with High Extreme Poverty
Rates
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Source: Original calculation using ASPIRE household survey data. https://www.worldbank.org/aspire

Note: This sample includes countries for which ASPIRE has recent survey data (Total:73, LIC:15, LMIC: 23, UMIC: 29 and HIC:6).
The extreme poor panel excludes Somalia because of lack of availability of an extreme poverty rate (Total: 72, 2-20%: 19, 20-
40%:5, No XP: 48). Aggregated indicators are calculated using simple averages of country-level shortfalls and adequacy by
income groups. Shortfall respective to the poverty lines is determined as follows: (mean consumption before transfer —
poverty line) / poverty line. Average social protection contribution to reducing shortfall: (mean consumption after transfer —
mean consumption before transfer) / poverty line. Mean consumption before transfer is calculated as mean consumption
after transfer — (100 percent of social assistance transfers + 50 percent of social insurance and labor market programs
transfers). This figure underestimates income shortfall and social protection contribution because household surveys do not
include all programs that exist in each country.

Similarly, the contribution of social protection transfers to reducing the income shortfall of
the poorest quintile for all EDEs is quite significant, halving the pre-transfer income shortfall
of the poorest quintile but with far fewer impacts in LICs (Error! Reference source not
found.Figure 111.5.B). On average, the per capita pre-transfer income of individuals from the
poorest 20 percent of the population is 43 percent below the respective poverty line. The
average contribution of social protection transfers to reducing the income shortfall is 37
percent (or 16 percentage points), leaving a net income shortfall (after the receipt of social
protection transfers) of 27 percent. This contribution, however, varies greatly across countries
based on their income level. First, the higher the income level of a country, the bigger the
shortfall, partly because higher-income countries offer more generous benefits. The income
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shortfall goes from -27 percent for LICs, to —36 percent for LMICS, to -44 percent for UMICs.
Second, the average social protection contribution to reducing this shortfall increases with the
income level of the country, from a very low 1 percent in LICs (highlighting the low level of
benefits in these countries) to a high of 16 percent in UMICs. The net relative shortfall has less
variance but remains significant: 26 percent in LICs, 25 percent in LMICs, and 28 percent in

UMICs.

IV.  Spending: A Notable Area of Government Spending but Inadequate to Fill the
Coverage and Adequacy Gaps
The gaps in coverage and adequacy discussed in the above section largely reflect the levels
and allocation of social protection financing. This section provides a picture of the size and
composition of social protection expenditure in EDEs in 2022 using detailed social protection
administrative data from 1,388 programs in 72 countries (Table 1V.1.). Of the social protection
programs analyzed, 21 percent correspond to labor market programs, 71 percent to social
assistance, and 8 percent to social insurance.!’ Regarding country income groups, almost half
the data are focused on UMICs, followed by LMICs and HICs, while social protection programs
implemented by LICs make up 7 percent of total programs in the sample. By region, social
protection programs in Europe and Central Asia, Latin America and the Caribbean, and Sub-
Saharan Africa account for almost 77 percent of total programs, while the remaining 23
percent are programs in Middle East and North Africa, East Asia and the Pacific, and South

Asia.

17 Note that the ASPIRE administrative data only includes contributory pensions within social insurance programs. This implies
that there might be differences in spending with other sources that collect Other social insurance (occupational injury
benefits, paid sick leave benefits, contributory health, and maternity/paternity leave benefits), such as EUROSTAT and the
International Labor Organization, among others.

43



Table IV.1. Total Number of Programs 2022, by Social Protection Area, Income Group, and Region

Labor
market
programs

Social Social Social

assistance insurance protection

By income group

Low income (n=9) 20 61 16 97
Lower-middle income (n=21) 80 251 44 375
Upper-middle income (n=29) 117 456 38 611
High income (n=13) 78 209 18 305
By region

Sub-Saharan Africa (n=18) 57 152 30 239
East Asia and Pacific (n=8) 20 79 11 110
Europe and Central Asia (n=23) 113 390 21 524
Latin America and Caribbean (n=10) 74 217 18 309
Middle East and North Africa (n=8) 12 76 24 112
South Asia (n=5) 19 63 12 94
Total (n=72) 295 977 116 1,388

Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
administrative data (https://www.worldbank.org/aspire).

Note: Figure is based on a total of 72 observations, which include 59 low- and middle-income countries and 13 high-income
countries monitored by ASPIRE. Data correspond to 2022. Aggregated indicators have been calculated using simple cross-
country averages.

Although social protection is an important category of public expenditure, addressing the
gaps in coverage and adequacy described in Section Il requires far greater investment levels,
particularly in LICs. In 2022,16FEDEs spent on average 5.3 percent of GDP on social protection
programs (Figure IV.1.). The share of GDP allocated to social protection is strongly correlated
with the level of economic development of the country (as measured by GDP per capita). The
share of GDP spent on social protection was 5.2 times higher in HICs than in LICs. For example,
within HICs, Slovenia, Bulgaria, and the Czech Republic spent 12.2 percent, 11.3 percent, and
9.7 percent of their GDP, respectively, on social protection programs, whereas the figure was
less than 1 percent in some LICs, such as the Democratic Republic of Congo, Ethiopia, and
Liberia. Regions with a high concentration of LICs—such as Sub-Saharan Africa and South

Asia—tend to have lower relative spending on social protection.

The difference between the proportion of GDP spent by HICs and LICs was most pronounced
for labor market programs (10.9 times higher) and social insurance programs (8.6 times

higher), linked to differences in labor market formality rates and, consequently, of
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associated formal employment-based social protection programs. Overall, the largest area
of spending was on social insurance programs (3.7 percent of GDP), followed by social
assistance (1.5 percent) and labor market programs (0.2 percent). However, countries with
larger shares of formal employment in total employment (which are typically higher with
higher income levels) have substantially higher levels of spending on social insurance and
unemployment insurance programs. Except for Chile and Seychelles—which tend to invest a
disproportionately large share of their spending on social assistance programs—a less
pronounced difference is evident between HICs and LICs for social assistance spending. Even
so, the proportion of GDP spent on social assistance was, on average, 1.9 times higher for HICs
than LICs and LMICs. Not surprisingly, countries like Ethiopia and the Democratic Republic of
Congo, among others, concentrate, on average, more than 85 percent of their social

protection expenditure on social assistance programs.

Figure IV.1. Social Protection Spending as Percentage of GDP, Unweighted Average, 2022

9 8.3 8.4
8
6.6
6.4 :
7 6.1
% 6 53
)
— 6.2
5 5 4.2
q) .
Q0 4
S
g 3 . 2.5
1.7
—_ 1, . M
o 2 6
o
1 i
0 ' a'g 0 0 ' 0 0 0 o Qo 0
Total Low- Lower- Upper- High- Sub- East Asia Europe & Latin Middle South Asia
income middle- middle- income Saharan &Pacific Central America& East&
income  income Africa Asia  Caribbean North

Africa

HLM ESA mS|

Source: Original figure for this publication using Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
administrative data (https://www.worldbank.org/aspire).

Note: Figure is based on a total of 72 observations, which include 59 low- and middle-income countries and 13 high-income
countries monitored by ASPIRE. Data correspond to 2022. Aggregated indicators have been calculated using simple cross-
country averages. For sample size, as well as methodology for estimations, please refer to Tesliuc and Fontefiez (2025). Unlike
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that for social assistance, social insurance expenditure does not represent government spending alone but also includes
contributions made by pension system participants during their working years. LM = labor market programs, SA = social
assistance; and Sl = social insurance.

Differences in the absolute level of social protection spending are substantially larger, with
HICs spending 151 times more than LICs on social insurance, 152 times more on labor market
programs and 30 times more on social assistance, in absolute terms. Figure IV.2. presents
average real spending per capita expressed in the same level of purchasing power (USS 2017
PPP). By this measure, in 2022 EDEs have spent on average, slightly more than USS$1,000 (in
2017 PPP) per capita per year—more precisely US$1,002. While the proportions between
social insurance, social assistance, and labor market programs are largely similar to Figure
IV.1., the differences in spending between LIC, MICs, and HICs are much larger. Average annual
per capita spending peaks at US$2,608 PPP in HICs, compared to only USS13 PPP in LICs, about
151 times higher. While the differences in real expenditure are more extreme between LICs
and HICs, there are also notable differences when comparing groups that are closer to one
another in terms of economic development. For example, LMICs spend approximately 16
times more in real expenditure on social protection than LICs and approximately 10 times less
than HICs. UMICs also show less per capita spending than HICs, although in a much smaller
magnitude, mainly due to the level of spending in Tiirkiye, Montenegro, Ukraine, Brazil, and
Argentina, which, on average, spent more than US$2,150 (in 2017 PPP).

Figure IV.2. Absolute Level of Social Protection Spending (USS 2017 PPP) Per Capita, Unweighted Average,
2022
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Note: Figure is based on a total of 72 observations, which include 59 low- and middle-income countries and 13 high-income
countries monitored by ASPIRE. Data correspond to 2022. Aggregated indicators have been calculated using simple cross-
country averages. For sample size, as well as methodology for estimations, please refer to Tesliuc and Fontefiez (2025). Unlike
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that for social assistance, social insurance expenditure does not represent government spending alone but also includes
contributions made by pension system participants during their working years. LM = labor market programs, SA = social
assistance; and Sl = social insurance.

Even within relatively homogenous groups of countries (for example, ranked by per capita
gross national income [GNI] in LICs, LMICs, UMICs, and HICs), there are large differences in
both the share of social protection spending in GDP (Figure IV.3.Error! Reference source not
found.Error! Reference source not found.) and absolute per capita spending (Figure 1V.4.).
Guinea-Bissau®®, a LIC, spends a slightly larger share of its GDP on social protection than the
average country in LMICs. Ukraine spends the highest proportion of GDP on social protection
within the UMICs, partly to protect its population from the effects of Russian’s invasion and
protect livelihoods and partly because of the country’s historical legacy (social protection

spending was higher than comparators even before the invasion).

18 For Guinea-Bissau, the spending primarily pertains to donor-financed initiatives.
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Figure IV.3. Heterogeneity in the Share of Social Protection Spending in GDP across EDEs, Unweighted Average,
2022
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Figure IV.4. Absolute Level of Social Protection Spending (USS$ 2017 PPP) Per Capita across EDEs,

Unweighted Average, 2022
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assistance; and Sl = social insurance.
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In the vast majority of EDEs, social protection is an important spending area. Social
protection is an important area of government spending in most EDEs, especially in HICs and
MICs (Figure IV.5.). On average it represents 7.6 percent of government spending in LICs, 12.5
percent in LMICs, 19.3 percent in UMICs, and 22.0 percent in HICs. For example, while social
protection expenditure makes up 36.8 percent of total spending in Tirkiye, it is less than 5

percent in Lao People’s Democratic Republic, Nigeria, and Ghana, among other countries.

Figure IV.5. Proportion of Total Government Spending on Social Protection, by Social Protection Area, 2022
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Source: Original figure for this publication using Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)

administrative data (https://www.worldbank.org/aspire).

Note: Data correspond to 2022. Unlike that for social assistance, social insurance expenditure does not represent

government spending alone but also includes contributions made by pension system participants during their working years.
= labor market programs, SA = social assistance; and Sl = social insurance.

Most LICs and LMICs are constrained by low fiscal collection and low fiscal space, limiting
their spending on social protection, which then directly hinders their ability to provide
adequate and effective coverage of poor and vulnerable populations. As shown in Figure
IV.6.Error! Reference source not found., there is a direct correlation between the revenue-
generating capacity of a country and the share of government spending that is allocated to
social protection. This in turn, affects the social protection system’s capacity to effectively
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protect the population, in general, and the most vulnerable, in particular. As presented in
Figure IV.7. and Figure IV.8., there is a strong correlation between per capita real spending on
social assistance and the coverage and adequacy of that assistance for the poorest quintile
and the extreme poor. Countries that spend more resources through their social assistance
systems cover larger proportions of the individuals in the poorest quintile and the extreme
poor (Figure IV.7., panels A and B). Conversely, countries with low levels of coverage are
associated with smaller levels of per capita spending in social assistance programs. The same
correlations are observed in relation to the adequacy of social assistance for the relative and
extreme poor (Figure IV.8., panels A and B). This, together with the fact that LICs and LMICs
tend to provide less generous benefits than higher income countriesError! Reference source
not found., reinforces the idea that much more investment in social assistance in particular is
needed to make progress toward SDG targets to eliminate extreme poverty and reduce
national poverty rates. Given the fiscal restrictions that countries face, significant resource
mobilization efforts will be needed to support EDEs in reducing this shortfall (as discussed

further in Section V).
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Figure IV.6. Proportion of Total Government Expenditure Spent on Social Protection Correlates with the
Revenue-Generating Capacity of the Country
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Source: Original figure for this publication using Atlas of Social Protection Indicators of Resilience and Equity
(ASPIRE) administrative data (https://www.worldbank.org/aspire).

Note: Figure is based on data for up to 72 countries (with the number of observations for each income level varying
based on data availability), which include 59 low- and middle-income countries and 13 high-income countries
monitored by ASPIRE. Cl= confidence interval; HICs = high-income countries; LICs = low-income countries; LM =
labor market; LMICs = lower-middle-income countries; SA= social assistance; UMICs = upper-middle-income
countries.
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Figure IV.7. Countries with Low Social Assistance Spending Levels Have Low Levels of Coverage of the
Extreme Poor and the Poorest Quintile
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Source: Original figure for this publication using Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
administrative data (https://www.worldbank.org/aspire).

Note: Figure is based on data for up to 72 countries (with the number of observations for each income level varying based
on data availability), which include 59 low- and middle-income countries and 13 high-income countries monitored by ASPIRE.
Cl= confidence interval; LM = labor market; SA= social assistance.

Figure IV.8. Countries with Low Social Assistance Spending Levels Also Have Low Adequacy Ratios

A.  Social assistance per capita spending and B.  Social assistance per capita spending and
adequacy ratio for poorest quantile adequacy ratio for the extreme poor
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Source: Original figure for this publication using Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
administrative data (https://www.worldbank.org/aspire).
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Note: Figure is based on data for up to 72 countries (with the number of observations for each income level varying based
on data availability), which include 59 low- and middle-income countries and 13 high-income countries monitored by ASPIRE.
Cl= confidence interval; LM = labor market; SA= social assistance.

V. Targeting of Social Protection: Zooming in on the Equity of Social Assistance Allocation

The previous section highlights the importance of sufficient financing of social protection—
and social assistance in particular—to achieve adequate and effective coverage, of the
population as a whole and of the extreme poor and poorest quintile as the first priority, based
on the principle of progressive realization of USP. This section considers the extent to which
social protection benefits overall, and social assistance in particular, are currently allocated
toward the extreme poor and the poorest quintile. This analysis highlights how efficiently
social protection resources are being allocated to achieve SDG zero poverty Targets 1.1, 1.2,
and 1.3.

Examining the social protection system as a whole, the pro-poor allocation of social
protection benefits is moderate at best and virtually nonexistent for LICs. On average, only
25 percent of the direct and indirect recipients of social protection programs are in the poorest
quintile (Error! Reference source not found..), while in quintiles two, three, and four, the
share of beneficiaries is closer to their share in the population (that is, similar to random
allocation). The richest quintile accounts for 16 percent of the total number of beneficiaries.
There is almost no indication of pro-poor targeting in LICs’ programs overall, and the pro-poor
leaning of social protection program allocation increases moderately from LMICs to UMICs
and HICs. The pro-poor leaning of the social protection sector as a whole is moderate because
it combines social assistance, social insurance, and labor market programs; the degree of
targeting is typically higher for social assistance (which often has poverty reduction as one of
its objectives) than for labor market and social insurance programs (which typically do not

have an explicit poverty alleviation objective).
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While social insurance tends to benefit wealthier households, social assistance has, on
average,’® a moderate pro-poor leaning, with substantial room for improvement,
particularly in lower-income countries (Figure V.1.). On average, slightly over half (52
percent) of social insurance recipients belong to the wealthiest 40 percent of the population,
whereas an equivalent proportion (54 percent) of social assistance recipients are in the
poorest 40 percent of the population. Social insurance therefore tends to benefit wealthier
households, while social assistance recipients tend to belong to the poorest quintiles. This is
largely due to the presence of poverty-targeted programs in the social assistance program
mix, though overall targeting profile of social assistance is strongly influenced by categorical
or geographical targeted programs, which tend to have larger caseloads, higher rates of
inclusion of non-poor households, and lower coverage of poor households. On average,
around 30 percent of social assistance program recipients are in the poorest quintile—that is,
50 percent higher than a random selection of beneficiaries. However, nearly the same
proportion (27 percent) belong to the richest two quintiles, illustrating clear room for
improvements in targeting efficiency. Furthermore, the pro-poor allocation of social
assistance is weaker in lower-income countries, with the poorest quintile receiving only 27

percent of social assistance in LICs, compared to a high of 34 percent in UMICs.

19 The average targeting performance considers the total program mix, including, for example, geographical and categorical
schemes, as well as poverty-targeted programs, in the social assistance category.
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Figure V.1. Distribution of Beneficiaries by Quintile, Social Protection Area, and Country Income Group
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Source: Original figure for this publication using Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Figure shows distribution of direct and indirect beneficiaries across quintiles for 2022 or most recent year for which
data are available, and is based on a total of 73 observations, which include 67 low- and middle-income countries (LIC:12,
LMIC:24, UMIC: 31) and 6 high-income countries monitored by ASPIRE. Aggregated indicators have been calculated using
simple cross-country averages. Q1 = first quintile (poorest); Q2 = second quintile; Q3 = third quintile; Q4 = fourth quintile; Q5
= fifth quintile (richest).

These averages hide notable country-level variation, including the strong pro-poor
allocation achieved by the best performing countries. Figure V.2. unpacks this variation
among countries at different levels of economic development (grouped by their level of per
capita income). Two trends are apparent: (a) the pro-poor leaning increases from LICs to
UMICs and (b) within each group of countries, there is a robust 25 percent of cases that
achieve a significantly higher level of pro-poor targeting (the upper quartile of countries in
each box-and-whiskers plot). If this is considered the highest feasible pro-poor allocation level

for each group of countries, it suggests that LICs could aspire to allocate about 30 percent of

average program slots to the poorest quintile (across all social assistance programs, with some
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more targeted and some less targeted to the poor); this figure could reach 35-45 percent in

LMICs and 40-55 percent in UMICs.

Figure V.2. Proportion of Social Assistance Beneficiaries from the Poorest Quintile, by Country Income Group
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Source: Original figure for this publication using Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).
Note: Beneficiary incidence for direct and indirect beneficiaries for most recent survey between 2017 and 2022.

Zooming from country-level averages to program-level data helps unpack the performance
of the best programs; variation in performance across country income levels; and what is
feasible, good performance, or the ‘pro-poor targeting frontier’. While the average share of
social assistance program beneficiaries belonging to the poorest quintile is only 30 percent in
EDEs, there is significant variation in pro-poor allocation across programs within a country
(depending on their intended target group and method) and across countries (depending on
their level of economic development).

EDEs could significantly improve the pro-poor allocation of their social assistance
programming by increasing their investments in well-targeted programs and improving the
pro-poor targeting of these programs to levels achieved by their peers. Analysis of ASPIRE
social assistance program-level data (444 programs) shows that 54-88 percent of
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beneficiaries from the 10 percent best-performing programs are from the poorest quintile
(Figure V.3.). The pro-poor targeting accuracy of the top 10 percent best-performing
programs increases with the level of economic development of the country: from 35-41
percent of beneficiaries from the poorest quintile for LICs, to 50—77 percent for LMICs, 54—78
percent for UMICs, and 63—88 percent for HICs. Across countries with different income levels,
the variation in targeting accuracy for the poorest quintile is related to the level of labor
market formality and the administrative capacity of the country. In UMICs and HICs, a higher
share of earnings is in the formal sector, hence observable to the state, which makes hybrid-
and means-testing feasible and methods associated with higher targeting accuracy (Grosh,
Leite, Wai-Poi, and Tesliuc 2022) more feasible. In LICs, most incomes are in the informal
sector and not verifiable, which restrict the choice of targeting methods to categorical,
geographical, or proxy-means testing, methods with intrinsically higher levels of non-poor
inclusion error. The level of targeting performance achieved by the best 10 percent of social
assistance programs within each country income group can be seen as representing a robust
estimate of the extent of pro-poor targeting accuracy that is feasible for a given country
setting or the ‘pro-poor targeting frontier’. Compared to the average targeting profile
observed in Figure V.1., all countries can improve their targeting accuracy to the poorest
quintile by 55-75 percent on average. Improving the pro-poor allocation of the social

assistance spending could significantly dent the coverage gaps in all EDEs, from LICs to UMICs.
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Figure V.3. EDEs Could Significantly Improve the Pro-poor Allocation of Their Social Assistance Spending:
Average Share of Beneficiaries from Best-Performing Social Assistance Program, by Country Income Group
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Source: Original calculation using ASPIRE household survey data. https://www.worldbank.org/aspire

Note: The indicator measures the share of beneficiaries from the poorest quintile achieved by a social assistance program,
where the programs are ranked from the lowest to the highest share of Q1 beneficiaries reached by each program. Figures
shown are for the minimum, the 10th percentile, median, the 90th percentile, and best-performing social assistance
programs. The yellow line shows the pro-poor targeting frontier, the share of beneficiaries from Q1 achieved by the 90th
best-performing program, by countries’ income groups.

Moving from the current level of average pro-poor targeting to a higher one could face
political economy difficulties in many countries, but more equitable targeting is technically
possible. And with improved targeting of social assistance spending, most EDEs could close or
reduce the coverage gap in extreme poverty and the income shortfall of the extreme poor and

poorest quintile.

To mitigate the eventual political opposition to a better targeted social assistance system—
one that delivers a higher share of support for the poorest quintile and the extreme poor—
this paper evaluates a technically feasible scenario which accounts for many real-world
difficulties associated with targeting. This scenario, spelled out in detail in Annex 2, uses the
following assumptions about the degree of pro-poorness of different social assistance

programs that make up the program mix:
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e The social assistance program mix uses a combination of categorically targeted and
welfare targeted programs. To achieve their social assistance objectives, most

countries use a diversified portfolio of social assistance programs.

e Categorical programs account for half of coverage and one-quarter of spending.
Specifically, we assume that one-quarter of social assistance spending is allocated to
categorical targeted programs. In line with the empirical findings, we assume a lower
average benefit for these programs. A 1:3 benefit ratio for categorically targeted
programs implies that the coverage of categorical programs is equal to that for welfare

targeted ones.

e About three-quarters of total spending is earmarked for poverty-targeted programs,
the targeting performance of which varies with the income level of the country. The
incidence of beneficiaries of these programs is at the lower margin of the targeting
accuracy frontier: that is, equal to the 90th percentile best targeted programs that the
country’s income group is currently achieving. Specifically, we assume that a welfare
targeted program or programs in LICs will correctly identify 35 percent of the
beneficiaries from the (pre-transfer) poorest quintile, 54 percent in MICs, and 65
percent in HICs. These parameters are in line with the inclusion and exclusion errors

observed in the top 10 percent of programs.

e About 5 percent of all social assistance spending goes to administrative costs. This
share is in line with the share of administrative costs for mature social assistance
programs for which administrative functions are financed—but in an efficient way

(there is little waste in administration).

The next section uses this scenario to quantify the poverty-reduction impact that each EDE
could achieve if it earmarked more resources for welfare targeted programs and improved the

targeting of these programs up to the pro-poor targeting frontier.
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VI.  Closing the Extreme Poverty Gap and Reducing the Relative Poverty Gap: Increasing
Efficiency, Augmenting Domestic Financing, and Mobilizing International Finance
To achieve SDG 1 (Goal 1) and its related targets faster, EDEs need faster growth, pro-poor
growth, and stronger pro-poor policies. Among the latter, social protection—pro-poor social
assistance in particular—could make an important dent in the number of extreme poor with

existing budgetary allocations.

Why this is important? First, because budgets remain tight in most EDEs, the road to USP
needs to be progressive by prioritizing elimination of extreme poverty—especially in LICs—
and significantly reducing relative poverty (for example, the income shortfall of the poorest
quintile); this will require greater efficiency of social assistance. Second, we need to know how
big a challenge this is and how the poverty gaps can be closed. For countries where extreme
poverty is too high and cannot be eliminated by 2030, this section considers intermediate
targets consistent with the principle of progressive realization of USP. Third, for all EDEs, we
need to identify and quantify the proximate solutions to achieving Targets 1.1, 1.2, and 1.3:
improving the efficiency of social assistance spending, expanding the fiscal space for pro-poor
social assistance through international solidarity and complementary domestic policies that

stimulate growth, and maintaining macroeconomic stability.

This section (a) examines the current contribution of social assistance programs to reducing
the extreme and relative poverty gap; (b) quantifies the gaps left uncovered, after the receipt
of social assistance transfers; and (c) examines the share of this gap that can be covered by
improving the efficiency of social assistance transfers and the part that will require additional

fiscal space.

The estimated volume of resources needed to fill the income shortfall of the extreme poor
and reduce it for those in the poorest quintile in 2022 covers all EDEs for which there are
estimates of extreme poverty and relative poverty at the time of writing: 133 out of the 152

EDEs. From the full range of social protection programs, this section focuses only on the
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poverty alleviation effects of social assistance programs, as most of these programs have
poverty reduction as their main or secondary objective. The estimates are adjusted to account
for the fact that not all social assistance programs are intended to reduce poverty, or they can
do so only imperfectly, incurring targeting errors. The main motivation for this exercise is the
realization, documented in previous sections, that achieving USP in LICs and LMICs—
confronted with insufficient fiscal space and significant coverage, adequacy, and efficiency
gaps—is feasible if done progressively, starting with the poorest. We assume a progressive
expansion of the social protection system that aims, over the short to medium term, to cover
first the extreme poor or—in countries where over 20 percent of the population live in
extreme poverty—at least the poorest quintile. The main question is how far are EDEs—

particularly LICs and LMICs—from achieving this intermediate goal?

As shown earlier, on aggregate for all EDEs, the total social assistance spending is large
enough to eradicate extreme poverty and sustainably halve the income shortfall of the
poorest quintile. Around 2020, total social assistance spending for cash transfer programs was
estimated at USS$1,263 billion in 2017 PPP, five and a half times higher than the aggregate
income shortfall of the extreme poor before social assistance transfer receipt (US$227 billion)
and 35 percent higher than income shortfall of the poorest 20 percent in these countries
before social assistance transfer receipt (US$939 billion). However, there is a mismatch in
resources across countries (with LICs having large deficits) and within countries (only a fraction
of this spending accrues to the extreme poor as well as to the poorest 20 percent of the

population).

Achieving SDG 1 to eliminate extreme poverty and achieve substantial coverage of the poor
and vulnerable is fiscally well within reach. The decisions for putting these measures into
practice will require careful consideration of the political economy in each context (for
example, Grosh, Leite, Wai-Poi, and Tesliuc 2022; ODI-UNICEF 2020). The path toward USP is

not only about more resources but also about more efficient and strategic use of existing
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resources. Based on the estimated income shortfall that needs to be filled to lift all households
out of extreme poverty, current social assistance budgets could significantly reduce or even
eliminate extreme poverty in most EDEs?? if more directly targeted toward households living
in poverty, though additional international support would be required for the highest-poverty

contexts.

In 2022 in EDEs, the additional cost of eradicating extreme poverty was US$137 billion in
2017 PPP per year, and the corresponding cost of eliminating the income shortfall of the
poorest quintile was US$581 billion per year (Figure VI.1.). This cost is additional to the social
assistance budgets that already go to the extreme poor (USS90 billion) and the poorest
quintile (USS358 billion). Combined, these figures amount to the total income shortfall
required to lift—and keep—all households out of extreme poverty (around US$227 billion per

year) and the poorest quintile out of relative poverty (around US$939 billion per year).

20 |n EDEs with extreme poverty headcount below 10 percent. As of 2022, 86 of the 133 EDEs with estimates of extreme
poverty have a headcount of between 0 and 10 percent. In these countries, the current level of social assistance spending
could eliminate extreme poverty if better targeted.
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Figure VI.1. Social Assistance Closes One-Third of the Income Shortfall and Could Reduce It Further with
Improved Pro-poor Targeting
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: Figure shows how much social assistance (SA) spending at current levels reduces the income shortfall, that is, the
income needed to lift—and keep—all households out of extreme and relative poverty (poorest quintile); the additional
potential reduction in the income shortfall that can be achieved through greater efficiency in SA spending; and the additional
fiscal resources needed to bridge the remaining income shortfall or spending gap. More effective SA spending assumes an
average targeting efficiency equal to the targeting performance of the 10 most pro-poor SA programs within each country
income group. The figure is based on a total of 133 observations, which include 114 low- and middle-income countries (LIC:
19, LMIC: 49, UMIC: 46) and 19 high-income countries monitored by ASPIRE. Extreme poor (those living on less than $2.15 a
day at purchasing power parity).

Improving the efficiency of social assistance transfers using the scenario described in
Section V could further reduce the income shortfall of the extreme poor and the poorest
quintile. The total income shortfall of the extreme poor in EDEs after the receipt of current
social protection transfers, estimated at US$137 billion (expressed in 2017 PPP), could be
reduced to US$120 million through a pro-poor allocation of existing social assistance budgets.
The total income shortfall of the poorest quintile in EDEs after the receipt of current social
protection transfers, estimated at US$581 billion, could also be reduced to US$311 billion

through a pro-poor allocation of existing social assistance budgets.
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Closing the extreme poverty gap and reducing the poverty gap among the population in the
poorest quintile require different strategies. While improving the efficiency of social
assistance and expanding the fiscal space for pro-poor programs is an important part of the
solution, tackling extreme poverty requires a focus on LICs and LMICs, while reducing relative
poverty is a broader agenda. Extreme poverty is concentrated in LICs and some LMICs as well
as in a few populous UMICs like Brazil. Relative poverty affects, by definition, all EDEs. The
next subsections will cost the two gaps, identify the share of the gaps currently covered by
social assistance, how much could be covered by more efficient deployment of social
assistance spending, and how much will require additional fiscal space. We will also identify

different groups of countries, their initial conditions, and the solution that help address the

gaps.

The next subsections examine the feasibility of closing the income shortfall for different types
of countries, grouped by their level of extreme poverty in 2022 (Section VIA) or their level of
income (Section VIB). The final subsection concludes with a call to action to improve financing
to eliminate extreme poverty (Target 1.1), halve relative poverty (Target 1.2), and achieve full
coverage at least for the poor and vulnerable (Target 1.3), the first step of a much longer

journey toward progressively realizing USP.

VIA. Closing the Extreme Poverty Gap in EDEs

In 2022, the annual income shortfall of the extreme poor before social assistance transfers
was about US$227 billion in 2017 PPP (Figure VI.1.). Of this total, social assistance spending
already covers (that is, reduces the income shortfall) about USS90 billion, or 40 percent of the
shortfall. After social assistance spending, the total income shortfall of the extreme poor
remains at US$137 billion in 2017 PPP. More pro-poor social assistance spending could reduce
the income shortfall of the extreme poor even further, by an additional USS17 billion, leaving
an annual residual of about USS120 billion in 2017 PPP not covered. To close the residual
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income shortfall, EDEs overall would need an annual allocation of US$120 billion PPP as
additional fiscal space, from domestic or international resources. However, as outlined
throughout this section, the extent of additional resources needed varies significantly
between countries, depending on their extreme poverty rates and current social assistance

budgets.

For 62 countries with zero or very low extreme poverty, the income shortfall of the extreme
poor after social assistance transfers is already close to zero. These countries should maintain
their level of social assistance spending and coverage and adequacy for the extreme poor.
Without social assistance spending, some of their population would fall into extreme poverty.

These countries include all HICs and many UMICs.

The 39 countries with extreme poverty rates between 2 and 20 percent have a relatively
small income shortfall after current social assistance spending, which could almost be closed
by improving the pro-poor efficiency of current social assistance spending. The annual
aggregate income shortfall of the extreme poor in these countries amount to USS15 billion in
2017 PPP (about 11 percent of the total income shortfall of extreme poor in the 133 EDEs for
which we have data, of US$137 billion in 2017 PPP). Feasible improvements in targeting of
social assistance budget halve this shortfall to about USS7 billion in 2017 PPP per year. The
fiscal space required to eliminate the income shortfall could be accommodated by a modest

6 percent expansion of the social assistance budget.
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Figure VI.2. Contribution of Social Assistance Spending to the Reduction of the Income Shortfall of the
Extreme Poor, Total and by Countries Grouped by Their Extreme Poverty Rate

A. Shortfall in USS PPP B. Shortfall and social assistance spending as percentage
of GDP
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: The figure is based on a total of 133 observations (No XP: 62, 20-20% XP rate: 39, 20-40% XP rate: 20, 40-100% XP
rate:12). XP = extreme poor (those living on less than $2.15 a day at purchasing power parity).

Figure VI.3. Reduction of the Income Shortfall of the Extreme Poor Due to Social Assistance, Potential
Reduction with Greater Efficiency, and the Additional Fiscal Space Needed
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity
(ASPIRE) household survey data (https://www.worldbank.org/aspire).
Note: The figure is based on a total of 133 observations (No XP: 62, 20-20% XP rate: 39, 20-40% XP rate: 20, 40-100%
XP rate:12). XP = extreme poor (those living on less than $2.15 a day at purchasing power parity).
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A third group comprises 20 countries with extreme poverty rates between 20 and 40
percent, with an overall annual income shortfall of US$41 billion after social assistance
spending. The shortfall could be reduced by USS$6 billion, to USS$S35 billion if social assistance
spending were more pro-poor. The fiscal space required to eliminate this income shortfall
would require almost doubling the current social assistance budgets (an increase by about 83
percent, from US$42 billion to USS77 billion). Such an expansion may not be feasible in many
of these countries. Instead, the countries could focus first on reducing the income shortfall of

the poorest 20 percent.

Figure VI1.4. Reduction of the Income Shortfall of the Extreme Poor Due to Social Assistance, Potential
Reduction with Greater Efficiency, and the Additional Fiscal Space Needed, as % of GDP
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: The figure is based on a total of 133 observations (No XP: 62, 20-20% XP rate: 39, 20-40% XP rate: 20, 40-100% XP
rate:12). XP = extreme poor (those living on less than $2.15 a day at purchasing power parity).

Finally, the fourth group comprises 12 countries with very high poverty rates (40-81
percent) that have large income shortfalls, 20 times larger than their current social
assistance budgets. These countries also have low fiscal tax collection. For this group of LICs,

the objective of eliminating extreme poverty is not achievable through more efficient social
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assistance policies alone nor by expanding the level of domestic budgetary resources for the
sector. For this group of countries, elimination of extreme poverty remains a medium-term
objective, which will require a combination of policies to support growth, macroeconomic
stability, and larger and more efficient social assistance spending, as well as international
support. Over the medium term, these countries could first focus on reducing the income

shortfall of the poorest 20 percent of their population.

While all those living in extreme poverty in the 32 countries in the fourth and fifth groups
experience severe hardship, the population in the poorest quintile is substantially more
deprived. Figure VI.5. illustrates the daily per capita consumption (in USS 2017 PPP) for the
populations in 10 such countries, for four income quintiles. Compared to the average per
capita consumption of the population in the middle quintile, those in the poorest quintile
consume only 39 percent and those in the second poorest quintile only 68 percent of median
consumption of the country. Using the existing scarce social assistance resources to reduce
the income shortfall of the poorest group is an achievable goal, with a combination of
improved efficiency of existing spending and modest increases in fiscal space, as illustrated in

the next subsection.
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Figure VL.5. Differences in the Daily Per Capita Consumption of the Population in the Poorest Four Quintiles,
in 10 Countries with Very High Levels of Extreme Poverty
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).
VIB. Reducing the Relative Poverty Gap
In most EDEs, a significant proportion of social assistance programs are intended to reduce
the deprivation of the poorest. The definition of poorest varies from country to country, but
a widely used measure of relative poverty is the population in the poorest quintile. Many

poverty-alleviation social assistance programs focus on groups around this size.

On aggregate, social assistance spending across EDEs (US$1,263 billion in 2017 PPP) is
already in theory enough to cover the income shortfall of the poorest quintile of the
population before social assistance transfers (US$939 billion in 2017 PPP). Indeed, three-
quarters of EDEs’ social assistance spending should already be enough to close the income
shortfall of the poorest quintile (Figure VI.6., panel A). The total budget spent in each group of
countries ranked by per capita income holds good for UMICs and HICs. Meanwhile, LICs would

need 50 percent more social assistance spending, perfectly targeted toward the 20 percent
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poorest, to bring all this population up to the relative poverty line of the poorest quintile. For
LMICs, aggregated spending is only 10 percent higher than the income shortfall. There are,
however, marked differences across country income categories in the overall size and pro-
poor efficiency of their current social assistance budgets and in the potential improvements
in allocation, which makes the scenario of eliminating the income shortfall for poorest quintile
feasible with existing or slightly expanded domestic budgets in many MICs, but less so in LICs

(Figure VI.6., panel B).

Figure VI.6. Contribution of Social Assistance Spending to the Reduction in the Income Shortfall of the
Poorest Quintile, Total and by Countries, Grouped by Income Level
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: The figure is based on a total of 133 observations, which include 114 low- and middle-income (LIC: 19, LMIC: 49, UMIC:
46) countries and 19 high-income countries monitored by ASPIRE

Social assistance spending plays an important role in reducing the relative poverty gap of
the population from the poorest quintile and could play an even bigger role in reducing this
gap if spending could be deployed in a more pro-poor fashion (Figure VI.7.). About 38 percent

of the relative income shortfall of the poorest quintile before the receipt of social assistance
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transfers is already filled by current social assistance transfers. Improvements in targeting
could reduce the shortfall by a further US$270 billion—or by about 29 percent—which would
reduce the shortfall to only 33 percent of its pre-social assistance spending levels. This
aspirational scenario of ‘improved targeting’ follows the assumptions outlined at the end of
Section V: each country earmarks three-quarters of social assistance spending for welfare-
targeted programs (with the rest financing other categorical programs); overall coverage of
the population from targeted and categorical programs is approximately equal; around 5
percent of social assistance budgets are absorbed by administrative costs; and leakage will

continue to exist at the level of the top 10 percent best-performing programs today.

Figure VI.7. Reduction of the Income Shortfall of the Poorest Quintile Due to Social Assistance, Potential
Reduction with Greater Efficiency, and the Additional Fiscal Space Needed
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: The figure is based on a total of 133 observations, which include 114 low- and middle-income (LIC: 19, LMIC: 49, UMIC:
46) countries and 19 high-income countries monitored by ASPIRE.

Most EDEs, except LICs, could reduce the income shortfall of the population in the poorest
quintile by more than half through these improvements in the targeting of their current
social assistance budgets and thus achieve in the short term a modified version of SDG 1,
Target 1.2 (halving national poverty rates) (Figure VI.7. and Figure VI.8.). The share of pre-

transfer income covered by social assistance grows with the income level of the country: it
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accounts for 11 percent in LICs and increases monotonically to 56 percent in HICs. Indeed,
when analyzing social assistance’s ability to halve the poorest quintile’s income shortfall, HICs
have already achieved this. In LMICs and UMICs, the potential improvement in efficiency could
more than halve the poorest quintile’s income shortfall over the short term as well. It is only
in LICs that improvements in pro-poor efficiency will not be enough to halve the income
shortfall of the poorest quintile. For this group of countries, governments and IFls will need to
work together to go beyond the improvements already identified in the optimal targeting
scenario in Section V. This will likely need to include both additional international support and
innovations that could more dramatically enhance targeting efficiency, such as the digital
identification and delivery tools used by some LICs during the COVID-19 crisis (Okamura,

lyengar, and Andrews 2025).

Figure V1.8. Reduction of the Income Shortfall of the Poorest Quintile Due to Social Assistance, Potential
Reduction with Greater Efficiency, and the Additional Fiscal Space Needed, as % of GDP
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Source: Original figure for this publication based on Atlas of Social Protection Indicators of Resilience and Equity (ASPIRE)
household survey data (https://www.worldbank.org/aspire).

Note: The figure is based on a total of 133 observations, which include 114 low- and middle-income (LIC: 19, LMIC: 49, UMIC:
46) countries and 19 high-income countries monitored by ASPIRE.
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VIC. A Call for Action: Ensuring Adequate Financing and Strengthening the Pro-poor Equity of
Social Protection Systems

This section documents the important role played by social assistance spending in reducing
the income shortfall of both the relative and extreme poor across all EDEs and the large gains
that could be reached through improved efficiency of social assistance spending in most

countries, except 32 LICs and LMICs with higher extreme poverty rates (of 20-81 percent).

As shown, in most UMICs and a majority of LMICs, existing levels of social assistance spending
used in a more pro-poor fashion could achieve this goal. Countries like Brazil, India, Nigeria,
Tanzania, Kenya and Zambia could accelerate the use of redistributive policies such as pro-
poor social assistance programs to alleviate or even eradicate extreme poverty. India has
demonstrated the effectiveness of such pro-poor social assistance programs for poverty
alleviation in recent years. This finding brings an optimistic message: such policies,
complementing economic growth and macroeconomic stability, could reduce or even
eliminate two-thirds of extreme poverty. For LICs, however, the story is more nuanced. For
these countries with low fiscal revenues and low social assistance spending, international

support and stronger growth will be particularly critical.

This paper therefore suggests that to eliminate extreme poverty and reduce national poverty,
an agenda should be tailored by country context and anchored in realistic and feasible
parametric reforms of the social assistance budgets. The focus on social assistance is
warranted because of two factors: many social assistance programs have poverty or
vulnerability reduction as a primary or secondary objective, and social assistance is the main
social protection area that reaches the extreme poor and the poorest quintile. For the group
of countries with high extreme poverty, the paper acknowledges the need for broad-based
policies supporting pro-poor growth, macroeconomic stability, and pro-poor investments, as
well as the prioritization of social assistance resources toward the poorest quintile. Especially
for the 12 countries with extreme poverty rates of over 40 percent in 2022, the paper

envisages a strong role for the international community in complementing domestic
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resources. For the group of countries where extreme poverty is between 10 percent and 20
percent of the population, the paper envisages efficiency improvements in social assistance
spending that could eliminate extreme poverty and halve the income shortfall of the poorest

quintile.
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Annex 1: ASPIRE: Key Concepts, Definitions, and Data

The paper focuses on social protection policies and programs to improve equity, opportunity,

and resilience:

e Equity: to reduce poverty and inequality, promote equality of opportunity, and address
exclusion—especially for women, girls, and persons with disabilities—primarily

through social assistance programs.

e Opportunity: to improve access to productive work, facilitate the transition from
school to work, and build skills along extended working lives, primarily through labor

market programs.

e Resilience: to provide protection and insurance against shocks and build capacity to
manage them, including against natural disasters, pandemics, climate change,
economic and financial crises, conflict or forced displacement; to expand social
insurance, pensions, and unemployment insurance to support informal workers, the
elderly, and persons with disabilities and provide effective long-term care, primarily

through social and employment insurance programs.

Within social protection policy, the paper focuses on the main social protection programs in
World Bank client economies: programs of large or moderate size by level of spending and/or
number of beneficiaries served, based on administrative and household survey data. The level
of analysis is on the social protection system and its thematic areas: social insurance, labor
market programs, and social assistance programs. Table A.l. 1. lists the social protection

programs and how they are aggregated into categories and thematic areas in ASPIRE.
ASPIRE data come from two main sources: administrative and household survey data.

e Nationally representative household surveys are used to calculate performance
indicators of SPL programs for 111 countries (to estimate the global coverage gap in

Section IIA) and to track performance of the SPL systems from circa 2010 to circa 2022
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for 73 countries. Performance indicators include program coverage, incidence of

beneficiaries and benefits, level of transfers, and simulated impacts of SPL public

transfers on poverty and inequality reduction.

e Administrative program-level data are used to track the level, composition, and

evolution of social protection spending and beneficiaries for all large and medium-size

programs in EDEs. The current collection used in the paper covers 72 countries for

2017-2022.

Table A.l. 1. ASPIRE Program Classification

SPL AREA

PROGRAM CATEGORY

PROGRAM SUB-CATEGORY

SOCIAL
INSURANCE

Contributory pensions

Old age pensions (all schemes, national, civil servants,
veterans, other special)

Survivors’ pensions (all schemes, national, civil
servants, veterans, other special)

Disability pensions (all schemes, national, civil
servants, veterans, other special)

Other social insurance?*

Occupational injury benefits

Paid sick leave benefits

Health

Maternity/paternity benefits

LABOR MARKET

Labor market policy measures
(active labor market programs)

Training (vocational, life skills, cash for training)

Employment incentives/wage subsidies

Employment measures for persons with disabilities

Entrepreneurship support/startup incentives (cash
and in-kind grants, microcredit)

Labor market services and intermediation through
public employment services

Other active labor market programs

Labor market policy support
(passive labor market programs)

Out-of-work income maintenance (unemployment
benefits, contributory)

Out-of-work income maintenance (unemployment
benefits, non-contributory)

SOCIAL
ASSISTANCE

Unconditional cash transfers

Poverty-targeted cash transfers, last resort programs

Family/child/orphan allowances (including orphan and
vulnerable children benefits)

21 Note that ASPIRE Administrative data does not include this type of programs.
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SPL AREA

PROGRAM CATEGORY

PROGRAM SUB-CATEGORY
Non-contributory funeral grants, burial allowances

Emergency cash support (including support to
refugees/returning migrants)

Public charity, including zakat

Conditional cash transfers

Conditional cash transfers

Social pensions (non-contributory)

Old-age social pensions

Disability benefits/war victims non-contributory-
related benefits

Survivorship

Food and in-kind transfers

Food stamps, rations, and vouchers

Food distribution programs

Nutritional programs (therapeutic, supplementary
feeding, and persons living with HIV)

In kind/non-food support (education supplies, free
textbooks and uniforms)

School feeding

School feeding

Public works, workfare, and direct
job creation

Cash for work

Food for work (including food for training, food for
assets, and so on)

Fee waivers and subsidies

Health insurance exemptions and reduced medical
fees

Education fee waivers

Food subsidies

Housing subsidies and allowances

Utility and electricity subsidies and allowances

Subsidies for agricultural inputs

Other social assistance

Scholarships/education benefits

Social care services, transfers for care givers

Items left out from above categories

Period covered by the paper. Social protection administrative data cover 2017-2022.

Household survey data use 2022 or the year with the most recent household survey—what

the paper refers as ‘circa 2022’. To track the performance of the social protection systems over

the last decade, we use a subset of 73 countries with surveys from circa 2010 and circa 2022.

Regional/country focus of the paper: EDEs. The paper examines 153 economies included in

the category of EDEs. The EDEs are a heterogenous group and can be subdivided by level of
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development (LICs, MICs, ‘new’ HICs) as well as regional groups (as used in the operational
work of the World Bank). The paper draws on detailed recent household survey data for 73 of
these economies and detailed program-level administrative data for 76 economies. The only
exceptions are the estimates of global social protection coverage in Section IIA, where we use
surveys from 111 countries, including a few surveys older than 2018. Table A.l. 2. lists the
share of number of countries, population, and GDP for each of the samples used in the paper.
Overall, we have information from administrative or survey data for 127 countries; these
countries represent 83 percent of the total number of countries, 97 percent of the total

population of EDEs in 2022, and 99 percent of their GDP in 2022.

Table A.l. 2. Proportion of All EDEs Included in This Paper

No. of EDEs With survey data Total
no yes
With administrative data no 26 39 65
yes 16 72 88
Total 42 111 153
Share of EDEs With survey data Total
no yes
With administrative data ne 17 25 42
yes 10 47 58
Total 27 73 100
Share of population of EDEs? With survey data Total
no yes
With administrative data no 3 14 17
yes 2 81 83
Total 5 95 100
Share of GDP of EDEs" With survey data Total
no yes
With administrative data no ! 13 15
yes 5 80 85
Total 6 94 100

Note: a. EDEs’ population in 2022.
b. EDEs’ GDP in USS$ 2017 PPP in 2022.

Data sources: mainly ASPIRE, plus other sources. ASPIRE data are harmonized, that is,
spending and other monetary data are presented in comparable purchasing power (USS 2017

PPP). Program coverage data are presented in terms of direct and indirect beneficiaries unless
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explicitly mentioned, and programs are grouped into homogenous categories and

subcategories.
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Annex 2: Assumptions of a technically and politically feasible social assistance program mix
where welfare targeted programs deliver a targeting performance at the pro-poor targeting
frontier

This paper provides an up-to-date estimate of the annual financing gaps required to eliminate
the income shortfall of the extreme poor and the poorest quintile in the 133 EDEs. For 73
countries with recent household surveys, the section provides direct estimates;» for the
remaining 60 countries, we provide indirect estimates. For each EDE, we have quantified

three key statistics:

e Annual income shortfall of the poor before and after the receipt of social assistance
programs. The difference between the two is the contribution of social assistance
spending in reducing the respective gap. We use 2022 estimates of the most recent
income shortfall of the extreme poor (XP) and of the poorest quintile (relatively poor
or RP) after the receipt of social protection transfers from the Poverty and Inequality
Platform (DEC). These gaps are then expressed as the total annual income shortfall of
the extreme or relatively poor in USS 2017 PPP and as a share of GDP. We also
calculate the income shortfall of the XP and RP before (in the absence of) social
assistance transfers, by estimating the share of SA spending that goes to the XP or RP
(the contribution of social assistance programs to the reduction of the poverty gaps is
estimated by multiplying the spending on social assistance programs in 2022 or the
most recent year (from administrative data) with the share of social assistance
beneficiaries for extreme or relatively poor (from household survey data). For
countries without a recent household survey, we use the average beneficiaries’

incidence for the respective income group (LICs, LMICs, UMICs, or HICs).

e Potential reduction of the annual income shortfall of the poor from improving the
efficiency of the social assistance spending. On average, about 27 percent of the
social assistance beneficiaries belong to the poorest quintile and 15 percent are

extreme poor. This section assumes different level of improvement to the pro-
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poorness of SA spending based on what has been achieved across the EDEs for well-

targeted programs and the level of income of a country (LICs, LMICs, UMICs, or HICs).

e The residual poverty gap that will require additional budget allocation. This variable
guantifies the poverty gaps not covered by a more pro-poor allocation of the existing
social assistance spending. It measures the additional volume of resources needed —
from domestic resources and, in the case of some LICs, from domestic and

international resources—to eliminate extreme or relative poverty.

Data limitations: Access to representative household surveys that track both household
welfare and the receipt of social protection programs is lagging. For 111 countries, the
analyses use the most recent household survey available in ASPIRE; the other 42 countries

are estimated.

Improving the pro-poor efficiency of social assistance transfers. The simulations presented
in this section use an ambitious but feasible scenario of pro-poor social assistance spending,
in line with what was achieved across the EDEs for well-targeted programs. They are anchored
in targeting performance of real-world well-performing programs and explicitly account for
inherent targeting errors. The assumed scenario also considers that targeting accuracy varies
across countries with different income levels (lower in LICs than in MICs), with the program
size and program target group. Not all social assistance programming is assumed to be
disbursed via poverty- or welfare-targeted programs; one-quarter of the social assistance
spending is assumed to finance categorical targeted programs. Finally, the scenario accounts
for administrative costs, albeit the level accounted for correspond to efficient programs:
programs that are at scale, finance all delivery service functions adequately, and are not

wasteful (Grosh, Leite, Wai-Poi, and Tesliuc 2022).

Specifically, this analysis uses the following assumptions for improving pro-poor efficiency of
social assistance programs to reducing the income shortfall for extreme poor and relatively

poor:
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Empirical data show that the 90th percentile best targeted social assistance program
has a beneficiaries’ targeting accuracy in reaching the poorest quintile of 35 percent
in LICs, 52 percent in MICs, and 63 percent in the new HICs; see Figure V.3. We have
parametrized this performance in Table A.Il.1, where the assumed benefits’ targeting
accuracy in reaching the poorest quintile was set to 36 percent in LICs (25 percent in
Q1 relative to 70 percent of total transfers for targeted programs); 54 percent in MICs
(38 percent in Q1 relative to 70 percent of total transfers for targeted programs) and
64 percent in HICs (45 percent in Q1 relative to 70 percent of total transfers for
targeted programs). We used these efficiency parameters (36, 54 and 64) to calculate
the potential increase in targeting accuracy of the social assistance spending for LICs,

MICs and new HICs.

Based on these assumptions, we have estimated the social assistance expenditure
distribution for targeted and categorical programs by quintile (and decile for Q1) for

countries according to their income level, in Table A.ll. 1., panels A, B, and C.

Table A.Il. 1. Benefit Distribution for LICs, MICs, and HICs, Including Administrative Cost

A. Lowincome
D1 D2 Q2 Q3 Q4 Qs Administrative Total
Cost
Poverty targeted 15 10 20 10 8 7 4 74
Categorical 5 5 5 5 3 2 1 26
Total 20 15 25 15 11 9 5 100
B. Middle income
D1 D2 Q2 Q3 Q4 g5 Administrative Lo
Cost
Poverty targeted 22 16 20 6 4 2 4 74
Categorical 5 5 5 5 3 2 1 26
Total 27 21 25 11 7 4 5 100
C. Highincome
Administrative
D1 D2 Q2 Q3 Q4 Q5 Cost Total
Poverty targeted 25 20 20 2 2 1 4 74
Categorical 5 5 5 5 3 2 1 26
Total 30 25 25 7 5 3 5 100
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The total targeting accuracy for total social assistance spending is calculated in Table
All. 2, panels A, B, and C, as the combined accuracy of categorical and poverty
targeted programs. This accuracy varies with the coverage of the program or, for our
simulations, with the extreme poverty headcount. For instance, for Angola which is an
LMIC with an extreme poverty incidence, in 2022, of 35 percent, the efficiency

assumption we use corresponds to the one in Table A.ll. 2., Panel B Q2 of 73 percent.

Table A.Il. 2. Pro-poor Cumulative Benefit Distribution by Quintile for LICs, MICs, and HICs (%)

A. Low income
D1 D2 Q2 Q3 Q4 Q5
Poverty targeted 20 34 61 74 85 95
Categorical 19 38 58 77 88 96
Total 20 35 60 75 86 95
B. Middle income
D1 D2 Q2 Q3 Q4 Q5
Poverty targeted 30 51 78 86 92 95
Categorical 19 38 58 77 88 96
Total 27 48 73 84 91 95
C. Highincome
D1 D2 Q2 Q3 Q4 Q5
Poverty targeted 34 61 88 91 93 95
Categorical 19 38 58 77 88 96
Total 30 55 80 87 92 95
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