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Foreword

T

he Social Protection Index is a new and crucial tool that will
help to assess, measure, and compare efforts in the area of Social
Protection. After the 1997 Asian crisis, one experience became
increasingly clear to policymakers and development experts:
the goals of achieving poverty reduction cannot be achieved merely
through the promotion of economic growth and the development of physical
and social infrastructure. Major international organizations felt that efforts
were needed to directly address the needs of those already in poverty. Also, it
is paramount to prevent members of vulnerable groups from falling into poverty.
There was a unanimous call for measures in the area of Social Protection.
Moreover, the concerned institutions felt that social protection in developing
countries should cover a wider set of policies and programs than the approaches
adopted in developed nations.
The Asian Development Bank (ADB) reacted quickly and in September
2001, approved a Social Protection strategy. It identifies five major areas of
interest: labor markets, social insurance, social assistance, micro- and areabased schemes, and child protection. Since then, various ADB-funded projects
have made a start in implementing the strategy. Other international financial
institutions have also developed Social Protection strategies, projects, and
programs, and have produced a number of qualitative publications.
However, internationally comparable quantitative indicators of Social
Protection are still in the making. ADB has taken a lead in this key task by
commissioning this regional technical assistance study of Social Protection in
six Asian countries, namely Bangladesh, Pakistan, Indonesia, Mongolia, Nepal,
and Viet Nam. The study is funded by the Department for International
Development of the United Kingdom (DFID) through the Poverty Reduction
Fund and the Government of the Netherlands through the Cooperation Fund
in Support of the Formulation and Implementation of National Poverty
Reduction Strategies.
The primary objective of this project is to construct an internationally
comparable Social Protection Index. It will provide a realistic and acceptable
summary of the overall level of Social Protection activities in the various
countries. Subsidiary objectives of this project are:
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(i)

to explore the variations in perceptions and definitions of Social
Protection in the different countries;
(ii) to provide quantitative and qualitative information on existing
Social Protection initiatives; and
(iii) to generally raise awareness about the need for Social Protection
policies and programs.
The Index will not only provide policymakers with a tool to analyze and
measure Social Protection, but it will also, for the first time, give a complete
picture of Social Protection in the respective countries.
This publication is intended to present the outcome of the studies and
to pave the ground for further activities. The next objective is to have such an
index for all Asian developing countries. Initial talks with other international
organizations have shown a growing interest in the progress of the work on
the Social Protection Index.
The work performed so far has made a significant contribution to the
development of the Index and ADB expects that there will be intensive and
productive discussions based on this publication.

Kunio Senga
Director General
South Asia Department
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1 Introduction
AXEL WEBER

T

he publication and adoption of Asian Development Bank’s
(ADB’s) Social Protection Strategy in 2001, along with the Social
Protection (SP) strategies adopted by other international
organizations and bilateral donors, heralded a growing recognition
that the Millennium Development Goals for poverty reduction
cannot be achieved purely through the promotion of economic growth and
the development of physical and social infrastructure. Interventions are also
necessary to directly address the needs of the poorest and to prevent members
of vulnerable groups falling into poverty following community-wide or
household-specific shocks.
As a result, ADB and other development agencies have developed SP
strategies, projects, and programs, and produced a number of publications
and reviews of SP activities in different countries. To date, however, there
have been relatively few attempts to assess SP programs in developing countries
on a comprehensive basis and quantify the impact of SP activities in terms of
expenditure, beneficiaries or the impact of the programs. The International
Social Security Association (ISSA) is maintaining a database with basic
information on formal social security schemes.1 But no information source is
available showing, analyzing, and comparing the wide range of formal and
informal protection schemes in developing countries.
Nearly all countries (developing and developed) have SP schemes. A
large part of the funds dedicated to SP is used for formal sector social insurance
schemes. SP measures are also targeted to the poor, e.g. programs for the elderly,
the disabled, orphans, disaster relief, food for work, social funds, public health
care provider networks, and microinsurance schemes. SP schemes include
formal and informal sector SP, financed through government budget, and
contributions from individuals, the private sector, nongovernment

1

Social Security Worldwide. 1998. International Social Security Association 1998-2006.
Available: http://www-ssw.issa.int/sswlp2/engl/page2.htm
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organizations, and development partners. Also, SP concepts vary greatly among
countries.
So far, little has been done to measure quantitative dimensions of all the
areas of SP. Reliable data are generally unavailable, but are a prerequisite for
effective planning and monitoring of SP measures. Most available data pertain
to public budget items (though not always in a disaggregated and targetoriented format) and to formal SP schemes like pension schemes for public
servants and large, private sector enterprises. The International Labour
Organization (ILO) has done important work in compiling and analyzing formal
social protection data in various countries through their social budgeting model
and Social Protection Expenditure and Performance Reviews,2 for example.
Hardly any aggregate quantitative information is available on other private
sector activities, NGO activities, development partner contributions, and the
large informal sector, which has an important role in SP in all developing
countries.
Thus, in order to implement any SP Strategy, various questions arise:
(i) How should SP be defined in each country? SP policies, mechanisms,
and instruments vary from one country to another owing to
differences in needs, available resources, and priorities;
(ii) What is the situation concerning SP in developing countries?
Which tools are applied? What are the resources dedicated to SP?
Who is covered? What is the experience in poverty reduction and
prevention; and
(iii) How can the implementation of SP programs be monitored?
There are different ways to address these questions. One basic
requirement is to improve the data situation. Information has to be collected,
compiled, adapted, and analyzed with view to SP needs. Data that are not in
the required format have to be estimated based on related sources, e.g. surveys.
A Social Protection Index (SPI)3 could be used to (i) measure the
situation and progress made in terms of SP, (ii) measure developments, and
(iii) compare countries’ efforts to reduce poverty through SP. One of the best
known indexes in the field of social development is the Human Development
2

3

Social Protection Expenditure and Performance Reviews. 2003. International Labour
Organization 1996-2006. Available: http://www.ilo.org/public/english/protection/socfas/
research/intros.htm
A first attempt to elaborate an index for 17 countries and a limited number of benefits (3)
has been made by the National Insurance Institute of Israel. See Cohen, Rafaela and Yaacov,
Shaul: Social Protection in Israel and 16 European Countries. Research paper, Jerusalem
1998.
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Index (HDI) computed by the United Nations Development Programme
(UNDP). The HDI is based on three indicators: (i) life expectancy at birth;
(ii) knowledge measured by adult literacy rate and gross primary, secondary,
and tertiary enrolment; and (iii) standard of living measured by gross domestic
product (GDP) per capita. The HDI is calculated for every country based on
the same methodology, thus, making cross-country comparisons and
comparisons in time possible. An index can also be useful for analyzing and
improving data, which in itself is an important step toward transparency and
monitoring.
In the field of SP, a few indicators are used in some countries (e.g., social
expenditure as a share of GDP based on a social budget, coverage rate for
formal social insurance schemes, and poverty indicators), but no composite
index is broadly accepted.
An SPI could be used to compare countries and for benchmarking, taking
into account a whole set of circumstances like economic possibilities and
achievements. Countries with low incomes could be compared in their efforts
with countries with higher incomes. This might show no direct correlation
between the level of SP efforts and the economic performance of a country;
but might show that some countries with low incomes make relatively greater
efforts in SP than other countries with higher incomes.
Developing an SPI will also help to define SP (including instruments
like subsidies for the poor, informal sector schemes, traditional and communitybased mechanisms, and social welfare), taking into account the different
concepts of SP in each country. Country preferences are also influenced by
the political support and social consensus needed to implement reforms.
The SPI will be based on quantitative data and will be accompanied by
a qualitative assessment of SP instruments and policies through SP studies
(reports). The reports will link the quantitative and qualitative work by
interpreting results of both and giving background information on the situation
of SP in each country. The SPI should be simple and transparent so that regular
compilation is easy for the statistical offices of the respective countries and to
make it readily understandable.
In 2004, ADB launched a Regional Technical Assistance 4 (RETA) in six
Asian countries, which had the following primary objectives:
(i) To describe SP activities in six Asian pilot countries: Bangladesh,
Indonesia, Mongolia, Nepal, Pakistan, and Viet Nam;
4

This research was financed by the Cooperation Fund in Support of the Formulation and
Implementation of National Poverty Reduction Strategies (Government of the Netherlands)
and the Poverty Reduction Cooperation Fund (Department for International Development
of the Government of the United Kingdom of Great Britain and Northern Ireland)
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(ii)

To compile statistical information on SP activities in these
countries; and
(iii) To develop an SPI that summarizes a country’s SP activities and,
hence, can enable assessments on a country’s SP activities over
time as well as cross-country comparisons.
Meanwhile, the study was completed and the consultants presented their
reports on and proposals for the SPI. The present publication summarizes the
results of the study and wishes to initiate a discussion about the proposed
methodology.
The publication has seven sections: one section for each of the pilot
countries, describing the respective SP activities; and one analytical
multicountry section comparing the results of the country studies and deriving
the SPI.
The general approach to this study involved four main steps:
(i) Step 1: Reviewing ADB’s definition of SP and formulating a study
methodology and technical approach;
(ii) Step 2: Conducting a review of SP policies and programs in countries
and compiling statistical data on their SP activities;
(iii) Step 3: Deriving summary indicators of SP for each country; and
(iv) Step 4: Combining the summary SP indicators into an SPI.
In carrying out this study, these four steps were implemented and the
members of the team have been guided by the Terms of Reference, which
stress that the SPI “should be simple and transparent so that regular
compilation is easy...and to make it readily understandable.” They have also
concentrated on ensuring that a common definition of SP has been applied in
each country so as to enable consistency and comparability among the summary
SP indicators. It should also be noted that the execution of the study has
involved constant iteration between the above-mentioned steps. This iterative
process has led to various modifications and refinements being made to the
specification of programs, the methodology, and activities that are considered
to be part of SP; the guidelines for data collection; the definition and calculation
of the summary SP indicators; and the formulation, scaling, and weighting of
the SPI.
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2 Bangladesh
KAZI SALEH AHMED
ATIUR RAHMAN

I.

Summary of Main Results

T

otal expenditure on Social Protection (SP) in 2002/03 exceeded
Tk100 billion ($1.9 billion), representing around 3.8% of GDP.
Almost 60% of total SP expenditure was on microcredit loans; if
this component were excluded, SP expenditure in Bangladesh
would represent less than 2% of GDP. The next most important
component of SP was social assistance, which accounted for just under a quarter
of the total. Under 20% of SP expenditure went to the other components,
including labor markets, social insurance, and child protection (see Tables 5.1
and 5.2).
Coverage rates1 for the six key SP target groups2 are generally low (see
Table 5.5). The highest coverage is for the poor, where around 22% receive
some SP assistance followed by the coverage of microcredit (17%). Coverage
of children, the elderly, and the unemployed/ underemployed varies between
10 and 12%. Coverage for the sick and the disabled is extremely low at 1.4%
and 0.2% respectively.

1

2

Coverage = number of beneficiaries/reference population (see Section V.B). It should be
noted that these coverage rates and most of the following indicators have been estimated
from discussions with officials responsible for individual SP programs and the authors
themselves owing to the unavailability of household survey data that would have both
facilitated the tasks and led to more accurate estimates.
The unemployed and the underemployed, the elderly, the sick, the poor, the disabled, and
children with special needs.
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Around 22 million poor people are estimated to be beneficiaries of some
form of SP assistance—around one third of the total poor population. Around
85% of these poor beneficiaries received assistance from either food aid/food
security programs or microcredit. Without these programs, SP for the poor
would be extremely limited (see Table 5.8).
In 2002/03, Tk79 billion ($1.34 billion) of SP expenditure (69% of the
total) went to the poor who currently make up 50% of the population. Around
60% of this expenditure to the poor was in the form of microfinance. Total SP
expenditure on the poor was equivalent to around 15% of the poverty line
income, increasing to 45%, if only poor beneficiaries are included.
Table 1 summarizes the key SP indicators that have been derived. These
are the indicators that will be used to formulate the Social Protection Index
(SPI).

II. Country Overview
This chapter presents a brief overview of Bangladesh’s social and economic
characteristics. These characteristics are considered to be particularly relevant
to the social protection issues. The accompanying statistical tables are included
at the end of this chapter.

A. Population and Characteristics
Bangladesh is one of the world’s most vulnerable economies, characterized by
extremely high population density, a low resource base, and a high incidence
of natural disaster, malnutrition disability, poverty, and inequality. These have
adverse implications for long term saving, investment, growth, and human
development.
Bangladesh emerged as an independent sovereign republic in 1971
through a liberation war leaving many people as disabled and homeless with
significant implications for social protection. The total area of Bangladesh is
147,570 sq km. The population of Bangladesh increased from 111.1 million in
1991 to 130 million in 2001, an estimated 134 million in 2003 and 136 million
in 2004.
As a result of declining fertility, average household size has been
decreasing gradually, thanks to social mobilization and effective supply of
contraception by both government and nongovernment organizations. It was
5.35 in 1991/92 and reduced to 5.1 in 2001. In 1981, there were 15 million
households. This number rose to 25.3 million in 2001. In other words, a gradual
process of household disintegration has been occurring in Bangladesh in recent
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Table 1. Summary of Key SP Indicators
SPI Component

Indicator

(%)

Bangladesh Estimate (%)

Total SP Expenditure as
% of GDP

Expenditure on SP

3.8

Coverage of SP
Reference population—narrow
The Unemployed/
Beneficiaries as % of
12.0
Underemployed (U/U) total of U/U

Reference population–—wide
As % of total labor force
5.0

The Elderly

Elderly receiving
assistance as person
of population aged
55+ years

As for “narrow”
reference population

The Sick

% of population with
health insurance or in
receipt of subsidies

1.4

The Poor/In Need of
Social Assistance

% of poor population
receiving some social
assistance/welfare

22.0

% of total population

11.0

The Poor/Microcredit

% of population
receiving loan

17.0

% of total population

8.5

The Disabled

Disabled beneficiaries
as % of disabled
population

As for “narrow”
reference population

0.3

Children with Special
Needs (CWSN)

CWSN receiving
assistance as % of
poor children aged
5-14 years

% of all children aged
5-14 years

5.0

12.0

0.3

10.0

As for “narrow” reference
population

12.0

1.4

Distributional Impact
of SP
Poverty-Targeting

Percentage of poor population who receive some assistance
SP expenditure per poor person as % of annual per capita
poverty line income/ expenditure

Impact of SP Transfers SP expenditure per poor beneficiary as % of annual
on Household Income per capita poverty line income/ expenditure
Source: Chapter 5 Tables.
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years due to both economic and demographic pressures with significant
implications for social protection. Another feature is that the household size
of female-headed household has always been less than the size of the maleheaded household.
The average growth of population during the period 1991 to 2003 was
1.5% per annum, significantly lower than the rate, 2.2%, prevailing during the
1980s, resulting from continuing decline in fertility. The Total Fertility Rate
(TFR) has more than halved from 6.3 in 1975 to 3.0 in 2003. The death rates
of all age groups have also been consistently decreasing leading to a continued
improvement in the expectation of life at birth from 56.1 years in 1991 to 62.1
years in 2001. It is also seen that the gender gap in life expectancy almost
disappeared by 2001. There has been remarkable success in reducing infant
and child mortality. The Infant Mortality Rate (IMR) declined from 153 deaths
per thousand live births to 94 deaths in 1990 and 66 in 2000. However, the
maternal mortality (3.2 per thousand) remains high.
The effect of declining fertility is also seen in the changing age structure
of the population. In 1991, the 0-4 age group populations comprised 17% of
total population, while in 2001 this percentage came down to 13. In turn, this
has led to a decrease in the demographic dependency ratio. The sex ratio has
been constant over the last three decades—fluctuating around 106 men per
100 women.
Another important demographic feature has been the migration of rural
population to urban areas both for “pull” and “push” factors. Because of this,
the growth rate of urban population has been almost three times the growth
rate of rural population. The rapid growth of urban population in general, and
the poor urban population in particular, has created another major challenge
to policy makers in terms of providing enough basic infrastructure, primary
health care, and education facilities in the cities given severe financial and
space constraints.
The Muslim population recorded a higher growth rate compared to other
religious groups. Muslims constitute the majority of the population. Among
all population, its share was 86.7% in 1981 and rose to 89.7% in 2001. While
the share of Muslims population recorded increasing trend, it has been
decreasing for the Hindus, which accounts for 9.2% of the population. The
ethnic population was only 1.21 million in 1991 (1.13% of total population).
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Table 2.1. Population, Households, and Related Indicators
Item

Total Population
Density per square kilometer
Urban Population
Rural Population
% of Urban Population
Sex Ratio (Male-Female) in %
Dependency Ratio
Households
Average Household Size
% of Muslim
% of Hindus
% of Buddhist
% of Christian
Others

Population
(million)
1981
1991

2001

89.9
609.0
13.6
76.3
15.2
106.2
76.0
15.1
5.9
86.7
12.1
0.6
0.3
0.3

130.0
881.0
30.0
100.0
23.1
106.6
109.9
25.3
5.1
89.7
9.2
0.6
0.3
0.2

111.5
755.0
21.9
89.6
19.6
105.9
102.1
19.3
5.7
88.3
10.5
0.6
0.3
0.3

Change 1991-2001
Growth rate
Number
(% per annum) (million)
1.5
1.5
3.2
1.1
1.6

18.5
1.2
8.1
10.4

5.9

2.7

Source: Population Census. 2001. BBS 2003, HIES 2000, BBS 2003.

Table 2.2. Population By Age
Age Group
1991
0-4
5-9
10-14
15-19
20-24
25-44
45-59
60+
Total

18.4
18.5
13.6
9.4
9.3
27.4
9.0
5.9
111.5

Number (million)
2001
1991

2001

16.9
17.7
16.6
12.6
11.4
35.5
11.4
8.0
130.0

13.0
13.6
12.8
9.7
8.8
27.3
8.8
6.2
100.0

16.5
16.6
12.2
8.4
8.3
24.6
8.1
5.3
100.0

Source: Population Census. 2001. BBS 2003, HIES 2000, BBS 2003.
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Table 2.3. Population Characteristics, Demographic Indicators
Indicator
Mean Age at Marriage
Crude Death Rate (Per 1,000)

Crude Birth Rate (Per 1,000)

Natural Growth Rate

Life Expectancy at Birth

Male
Female
National
Rural
Urban
National
Rural
Urban
National
Rural
Urban
National
Male
Female
%

1991

1995

2001

24.9
17.9
11.2
11.4
7.6
31.6
32.9
23.9
2.0
2.1
1.6
56.1
56.5
55.7
1.1

27.5
19.9
8.4
9.0
6.7
26.5
28.5
19.4
1.7
1.8
1.2
58.7
58.4
58.1

27.8
20.4
4.8
5.2
3.4
18.9
20.7
13.6
1.5
1.6
1.0
62.1
62.0
62.1

Source: Bangladesh Demographic and Health Survey and Population Census, BBS. Various Years.

Table 2.4. Average Household Size by Sex of the Household Head
Sex of the Household Head
Both
Male
Female

2000

1995-1996

1991-1992

5.18
5.33
3.65

5.26
5.45
3.47

5.35
5.49
3.64

Source: HIES. 2000. BBS. March 2000.

Table 2.5. Crude Disability Rate Per 1,000 Population by Sex and Locality, 2002

Sex

Total

SVRS—2002
Rural

Urban

2000

Both
Male
Female

5.86
6.62
5.05

6.24
7.12
5.32

4.21
4.46
3.95

6.04
7.38
4.66

Source: Report of the Sample Vital Registration System (SVRS). 2002. BBS, July 2004.
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B. The Economy
In the last two decades, Bangladesh’s growth performance was modest with
an average growth of 5.1% per annum in GDP leading to per capita GDP growth
of about 3.5% per annum. The growth performance started to improve only in
the 1990s, thanks to the growth in mostly non-tradable goods and services.
The growth in the export sector, particularly readymade garments industry
also played an important role. Prior to that, the per capita GDP grew at the
rate of only 2% per annum. The pace of income poverty reduction was then
very slow. During the period between the early 1980s and early 1990s, the
incidence of income poverty declined by 0.8% per year in Bangladesh compared
with 1.9% for India, 1.4% in Pakistan, and 3.6% in Sri Lanka. However, the
reduction in income poverty picked up in the later years, reaching around 1%,
still less than other countries on the sub-continent.
During the 1980s and 1990s, the service sector grew very fast while the
agriculture sector grew at a slow pace. As a result, the share of agriculture in
GDP decreased while that of the service sector increased to 48% of GDP.
However, during the early years of 21st century, the growth of service sector
slowed down, while the growth of the agricultural sector has improved.
The total consumption has been nearly 82% of GDP and private
consumption accounted for 77% in 2002-03. Investments as a percentage of
GDP as well as government expenditure as percentage of GDP have been
around 24% and 14% respectively. Consumption and investment as a
percentage of GDP remained almost constant during the last three to four
years, although in absolute terms both are increasing with equal pace.
Inflation was low at the turn of the century, 3% annually from 2000 to
2003, but increased sharply to 5-6% in 2003-2004.
Bangladesh witnessed significant success in disaster preparedness and
in overcoming the phenomenon of mass starvation. Indeed, the threat of famine
syndrome in the backdrop of recurrent vulnerability of natural disaster (flood
and cyclone) has almost been wiped out due to this improvement in disaster
management. At the national level, the country has achieved the desirable
objective of self-sufficiency in rice production even with a declining cultivated
area. The production of cereals increased at 2.4% per year.
The nominal monthly household income, expenditure and consumption
have registered a persistent growth over the years. The monthly income
increased by 21% during 1992 to 2000 periods. The per capita income during
the same period rose by 25% while average monthly expenditure by only 12%.
The Household Income Expenditure Survey data revealed that household
monthly expenditure has increased quite significantly, with annual growth of
4.5% (current price) and nearly 2% at constant price. This has been a great
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achievement and impacted positively on other important health and
demographic indicators. Sources of income have also diversified. In 1991,
agriculture accounted for about 33.4% of household income, and in 2000, this
share accounted only 18%; income from services, business, and commerce
increased correspondingly.
In 2003, the Bangladesh Government budget accounted for Tk439,040
million, which was approximately 14.6% of GDP. Out of the total budget,
Tk171,000 million was budgeted for development expenditure. The
development budget was 5.7% of GDP (see table 2.9).

Table 2.6. Economic Indicators
Indicators

20002001

GDP at Current Price
2,535.50
(Tk billion)
GDP at Constant Price
2,157.40
(Tk billion)(Base Yr. 1995-1996)
Per Capita GDP at Constant Price:
Tk
16,613.00
$
362.00
Sectoral Share of GDP at
Constant Price (%)
Agriculture
25.03
Industry
26.20
Services
48.77
Consumption as % of GDP
82.00
Private
77.50
Public
4.50
Investment as % GDP
23.10
Total Govt. Expenditure as % of GDP
15.40
Gross Fixed Capital Formation
585.40
(Tk billion)
Inflation Rate (Base 1995/96)
2.80

20022003

20032004

Annual
Growth
(%)

3,005.80

3,325.70

9.50

2,371.00

2,501.80

5.10

17,772.00
389.00

18,504.00
421.00

3.65

23.47
27.24
49.30
81.80
76.40
5.40
23.40
13.40
703.50

22.83
27.80
49.37
81.70
76.30
5.40
23.60
13.50
784.20

2.80

5.90

Source: Bangladesh Economic Review. Various Years.
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Table 2.7. Household Monthly Income and Expenditure
Monthly Income
and Expenditure

2000

Household Income
Household Expenditure
Household Consumption
Household Food Expenditure
As % of Total Expenditure
Per Capita Income
Per Capita Expenditure

5,842
4,881
4,537
2,477
51
1,128
942

National
1995Annual
1996
growth
(% pa)*

Rural as % of Urban
1991- 2000 1995- 1991
1992
1996 1992

4,366
4,096
4,026
2,930
72
830
779

6.0
3.6
2.4
(3.3)

3,341
2,944
2,904

49
58
54

45
48
48

64
62
63

6.3
3.9

625

48

46

65

*Annual growth at current prices.
Source: HIES. 2000. BBS. 2003.

Table 2.8. Country Statistics on Growth, Human Development, and Income Poverty
Indicator
Per Capita GNP Growth
(1975-1995)
Total Fertility Rate
1975
1997
Life Expectancy (years)
1970
1997
Infant Mortality Rate
(per 1,000 live births)
1990
1997
Income Poverty
(% of population) early
1980s
early 1990s

Bangladesh

India

Pakistan

Nepal

Sri Lanka

2.0

2.8

3.1

1.6

3.2

6.8
3.3

5.1
3.1

7.0
5.0

6.3
4.5

3.9
2.1

44.2
58.1

49.1
62.6

49.2
64.0

42.1
57.3

64.5
73.1

148.0
81.0

130.0
71.0

118.0
95.0

156.0
75.0

65.0
17.0

52.3
47.0

46.5
37.4

29.1
26.3

42.5
45.0

27.3
22.4

Source: Ministry of Finance. March 2003. A National Strategy for Economic Growth, Poverty
Reduction and Social Development.

060150_SPI_Bnglades2.pmd

13

30/06/2006, 3:31 PM

14

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

Table 2.9. Budget Allocation by Major Sectors, 2002-2003
Sector

Revenue
Budget

All
Public Administration
Local Government and
Rural Development
Education and Technology
Social Security and Welfare
Agriculture
Health
Fuel and Energy
Public Order and Security
Defense
Industry and Economic Services
Housing
Transportation and Communication
Other Expenditure, e.g. debt service,
religious and cultural affairs, etc.

Development
Budget
(Tk million)

Total
Budget

Percentage
of Total
Budget

44,420

448,540
7,040

100.0
51,460

11.5

5,730
38,760
9,240
8,800
13,250
80
18,010
33,930
1,160
3,000
14,820

34,000
29,950
8,790
19,300
17,020
28,490
1,560
160
2,800
940
43,460

39,730
68,710
18,030
28,100
30,270
28,570
19,570
34,090
3,960
3,940
58,280

8.9
15.3
4.0
6.3
6.8
6.4
4.4
7.6
0.9
0.9
13.0

63,830

14.0

Source: Summary of the Budget. 2003-2004. Ministry of Finance, Finance Division, Government of
Bangladesh.

C. Employment and Economic Activity
According to the Labour Force Survey 1999-2000, out of a total population of
around 125 million, there were 40.7 million economically active people aged
15 years and above. The economically active population was 31.5 million (77%)
in rural and 9.2 million in urban areas. The average number of economically
active population per household was 1.5 persons and was higher in urban areas.
The economically active population has been increasing at 1.69% per
annum—faster than the population growth rate due to the changing age
structure. However, the growth of labor force slowed down because of increasing
participation of adolescents in schools and colleges in recent years.
Overall labor force participation has been increasing at only 4% per annum.
However, female labor force participation has been increasing at 10.9% per
annum. This is a remarkable phenomenon. The growth of ready-made garments
sector and microcredit industry have played important roles in providing this
boost to female participation in labor force. Female participation will continue
to grow in the future, if Bangladesh can face the challenge of post-MFA global
competitive trade regime more efficiently.
Nevertheless, the economically active female population is still very low
and women constitute only 20% of the active population. The urban women

060150_SPI_Bnglades2.pmd

14

30/06/2006, 3:31 PM

BANGLADESH

15

are better placed compared to rural women, in terms of labor force participation,
with a significantly higher incidence of income-earning activities. The majority
of women (73%) are still unpaid family workers, while 10.4% are self-employed.
Employed women or who worked as day laborers together made up 17% of the
total urban labor force.
The unemployment rate has been increasing, though slowly. The
economic dependency ratio is also high at 138% of the active population, i.e.
there are more inactive that active people. This is another big challenge towards
attaining sustainable household income growth.
The distribution of employed persons by sectors shows that more than
80% of employed persons were working in formal sector. However, the share
of informal sector has been decreasing in favour of formal private sector, which
accounts for about 14% of all employed persons. The public sector employment
is also increasing, but very slowly.
Economic activities in nonagricultural sectors have been increasing
fastest. Among all employed persons, 63.2% were employed in agricultural
activities in 1995/96; by 2002-2003, this percentage had reduced to 51.3%.
Salaried and wage-earning persons account for only around 16% of the
economically active population, which is equivalent to, on average, only 0.25
per household. As one would expect, this figure is much higher in urban areas,
0.57 person per household, than in rural areas, where it is only 0.16 persons
per household.
Table 2.10. Labor Force and Economic Activity
Indicator

Number
(million)

Total Population
Population 15+
Labor Force
Economic Dependency Rate* (138 %)
Labor Force Participation Rate**
Male
Female
Unemployment rate
Male
Female
Unemployment & underemployment
Rate, 2001 (%)
No. of Children at Work, 2001 (millions)
% of Children Aged 5-14 years

Annual
Growth Rate

1995-1996

1999-2000

(% per annum)

120.3
69.4
36.1

127.5
74.2
40.7

1.54
1.69
1.30

52.0
87.0
15.8
3.5
2.8
7.8

54.9
84.0
23.9
4.8
3.4
7.8

0.4
(0.9)
10.9
8.2
5.0
0

39.9
7.9
18.6

*EDR = ration of inactive to active populations * 100
**LFPR: Labor force/ population 15+ *100
Source: LFS 1999-2000. BBS August 2002.
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Table 2.11. Statistics of Child Labor, 1999-2000
Indicator

1999–2000

% of Child Worker
Employee
Self-employed
Unpaid Family Workers
Day Laborers
Average Weekly Working Hours
Average Daily Wage (Tk)
Average Monthly Income (Tk)

2002–2003

Boys

Girls

Total

Boys

Girls

Total

100
17.4
11.4
55.1
29.1
29.1
21
503

100
20.9
6.1
68.1
4.9
26.8
16
414

100
18.8
9.3
60.3
11.6
27.1
18
465

100
14.4
7.4
49.9
28.3

100
10.5
3.0
76.5
10.3

33
992

31
864

100
13.3
6.2
57.0
23.5
28
32
977

Source: National Child Labour Survey 2003, BBS, 2003.

Table 2.12. Sectoral Share of Labor Force
Sector

Absolute Numbers (million)

Agriculture
Industry
Manufacturing
Construction
Services
Total

1990–1991

1999–2000

18.06
6.50
5.93
0.53
10.04
41.37

21.55
5.70
4.22
1.14
15.57
48.18

Percentage Share
1990–1991
43.65
15.70
14.32
1.27
25.04
100.00

1999–2000
44.72
11.83
8.76
2.36
32.32
100.00

Source: Bangladesh Labour Force Survey. Various years.

D. Education
Bangladesh has achieved remarkable success in expanding basic, elementary,
primary, and secondary education. The gross enrolment rate (GER) in primary
schools increased from 59% in 1982 to 96% in 1999. The gender gap in primary
education disappeared and has been narrowing in secondary and higher
education. More efforts would be required to achieve gender equality at higher
secondary and tertiary levels. School attendance (enrolment) rates are highest
among the 10-14 year age group. However, the rate of increase has been highest
among five to nine year olds.
These improvements in school enrolment have led to a spectacular
increase in adult literacy rates. Starting from a very low base, the country had
achieved an adult literacy rate of 48% in 2001. Female literacy continues to lag
behind, although the gender gap is decreasing. Literacy in rural areas also
remains substantially below than in urban areas.
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Like primary and secondary education, higher education also grew,
apparently unplanned, due to pressure from secondary and higher secondary
expansion. Annual growth of degree colleges was 4.7% during 1972-2000.
Growth of private universities was spectacular, at the rate of 19% per annum.
However, the quality of education in some of these private universities remains
questionable.
However, these successes need to be seen in the context of high cohort
dropout rates, low completion rates, and the deteriorating quality of education
at all levels. There is an urgent need to modernize the curriculum to reflect
national needs and priorities and to address the challenge of globalization.
Table 2.13. Literacy Rates (%)
Population
Population All Ages
Male
Female
Population (7 years and over)
Adult Literacy (15 years and over)
Male
Female

1981

1991

2001

19.7
25.8
13.2
26.0
29.2
39.7
18.0

24.9
30.0
19.5
32.4
35.3
44.3
25.8

37.0
40.3
33.4
45.3
47.5
53.9
40.8

Sources: Population Census. 2001.

E. Health
1. General Health
In 2001, Bangladesh had 1,382 hospitals distributed across the country
compared to 1,273 hospitals in 1998. Currently, almost all upazilas have one
hospital and every union has a health center. These centers have been providing
maternal and health services. All areas, except the hill tracts and Haor areas,
have been brought under the medical service network. Vitamin A, ORS Packets,
Essential Package Services (EPS), and immunization services have expanded
at a rapid pace to cover almost the whole population. Because of the expansion
of services, Bangladesh made an exceptional success in family planning and
health care services. In 2002, it was estimated that there were 28 physicians,
57 mid-level personnel and 76 hospital beds per 10,000 persons. In 2002,
53.9% of total health expenditures were financed from the state budget, 41.8%
from health insurance, and 4.3% from the payment for services.3

3

NSO, Statistical Yearbook. 2004. Bangladesh in a Market System.
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Bangladesh has made impressive gains in reducing child malnutrition
rates since the mid-1980s. The rate of stunting for children in the age group
of six to 71 months reduced from 69% in 1985/86 to 49% in 2000 and 43% in
2003/04, while the proportion of underweight children decreased from 75% in
1985/86 to 51% in 2000.
Infant mortality was 153 deaths per 1,000 live births in 1975, but had
been reduced to 65 per thousand live births today. Notwithstanding these
improvements, significant gender discrimination continues to persist. In the
one to four age group, female mortality is about one third higher than male
mortality and the difference has remained nearly unchanged during the last
decade. The rural urban gap has also declined. In 1993-1994, the gap stood at
26.8% but had declined to 8.3% in 1999/00. Child mortality varies significantly
with income levels with infant mortality being about 70% higher for the poorest
quintile than the richest group. The gap for under-five mortality is even higher
at 86%.
Despite these successes, most current rates are still quite high and need
to be addressed more vigorously, particularly if the MDGs are to be achieved.
Both fertility and mortality remain at high levels raising concerns for poverty
reduction. Though significant gains have been made, the TFR is still at high
level (3.0). The Bangladesh Maternal Mortality Survey 2001 indicates a
mortality rate of 3.20 deaths per 1,000 live births from 1998 to 2001. This
clearly indicates that availability of health services to women still remains a
big challenge. This adversely affects women’s status and their empowerment.
It is also observed that significant socio-economic differentials persist in
maternal health care. About 69% of households belonging to the poorest
quintile have little access to antenatal care compared with 22% in the richest
quintile.
Available evidence suggests a high degree of morbidity in Bangladesh.
The HDS 2000 conducted by BBS provided an estimate of morbidity
prevalence at 188 per 1,000 populations. Dehydration from diarrhea is an
important cause of morbidity and mortality. The prevalence of diarrhea
among children reveals that children of age six to 24 months suffer most
compared to other groups. There is also the menacing emergence of public
health problems such as dengue fever and arsenicosis. The other formidable
challenge is to limit the prevalence and spread of HIV/AIDS in Bangladesh.
This is indeed a very fast emerging challenge for Bangladesh given the poor
level of consciousness about this deadly disease. However, the recent BDHS2004 survey reveals that the knowledge about HIV and preventive measures
to avoid HIV has been increasing among men and women, whether married
or not.
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Socio-economic inequality in malnutrition as indicated by anthropometric
measures appears to be very high. While the poor-rich ratio was 1.76:1.86 for
infant and child mortality, it was 2.15 for stunting and underweight children.
Notwithstanding the general improvement in stunting, gender and rural urban
disparities still persist.
Maternal malnutrition, measured by body mass index (BMI) less than
the critical value of 18.5, turns out to be very high in Bangladesh. Applying
this criterion, DHS estimates the proportion of malnourished mothers at 45%
in 1999/00 and 38% in 2003/04. The decrease is quite impressive, but the
rural urban differential increased during this period from 50% to 63% (MoF,
2003). The higher prevalence of malnourished mothers in the poor households
has adverse implications for poverty reduction.
Table 2.14. Health Indicators
Indicator
Total Fertility Rate (TFR)
Infant Mortality Rate (per thousand)
Child Mortality
Under Five Mortality
Crude Birth Rate (per 1,000)
Crude Death Rate (per 1,000)
Natural Increase Rate (per 1,000)
Contraceptive Prevalence Rate
Life Expediency at Birth
Male
Female

1975

1994

1999

2004

6.3
153.0
102.0
250.0

87.0
50.0
133.0

3.3
66.0
30.0
94.0

7.7

53.8

53.8

3.0
65 (2000)
24.0
88.0
23.4
8.4
15.0
58.1

58.3
57.9

58.3
57.9

62.0
62.0

Source: Bangladesh Population Census. 2001. World Development Indicators, World Bank BDHS2004, NIPORT, 2004.

Table 2.15. Child (Under 5 Years) Malnutrition
Nutrition Indicator

1996–1997

1999–2000

Underweight (weight for age)

56

48

Stunting (weight for age)

55

45

Wasting (weight for height)

18

10

2003–2004
48
(Male 46.5, Female 48.7)
(Urban 42.2 & Rural 48.8)
43
(Male 42.5, Female 43.5)
(Rural 44.3, Urban 37.6)
13
(Male 13.2, Female 12.5)
(Urban 12.0, Rural 13.0)

Source: BDHS. 2004. NIPORT. 2004.
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Table 2.16. Ante- and Post-Natal Care at the Last Delivery
Type of Care

Urban

Rural

Received ANC (%)
Received PNC (%)

75
19

51
17

No
Complete
Education Primary
38
12

59
19

Complete
Higher
Secondary Education Total
73
24

94
34

56
18

Source: BDHS. 2004. NIPORT. 2004.

2. Disability
According to Sample Vital Registration System 2002 of Bangladesh
Bureau of Statistics (BBS), 0.6% of the total population are disabled. These
people were unable to work as normal persons. The percentage of population
with disability increases with age. There is little difference between males
and females.
This figure is however likely to be a considerable underestimate.
Handicapped International and the National Forum of Organisations Working
with the Disabled have recently carried out a National Survey on Disability.
Unpublished results suggest that the disabled make up 5.6% of the total
population. Thus, there would be around 7.5 million persons with disabilities
in Bangladesh. This is considered to be a more realistic estimate.

F. Access to Services
Access to clean water and hygienic sanitation has increased considerably since
early 1990s. In 1995/96, 95% households had access to safe drinking water; by
2000, this had increased slightly to 96%.
The population of households with hygienic sanitation has been
increasing. In 2000, 19% of households were using sanitary latrines. However,
the rural-urban differential was high. In urban areas, 45% households were
using sanitary latrine compared to only 12% in rural areas. The National
Sanitation Survey (2003) indicates significant improvement in this situation.
Currently 33% of the total households in the country use sanitary latrine.
However, the urban-rural gap persists: 60% of the urban household use sanitary
latrine as against 29% in rural areas.
Access to electricity has gradually improved. In 1995/96, only 20.5%
households had electricity and in 2000, one out of three households had the
same.
Average floor space per person/room was only 55 square feet (sq ft) in
1991, with a rural urban difference of about 8 sq ft. The average floor space
per living structure was 249 sq ft (Rural 243, Urban 299). These data reveal
very low space standards for both rural and urban populations.
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Table 2.17. Access to Services
Item
Safe Water (%)

Sanitary Toilet (%)

Electricity (% of households)

Location

1991

2001

National
Urban
Rural
National
Urban
Rural
National
Urban
Rural

89.60
94.93
88.34
12.50
40.24
6.09
14.30
58.06
4.57

90.63
95.46
88.33
36.90
67.30
28.15
31.50
70.94
20.13

Source: Population Census. 2001.

G. Poverty and Inequality
Poverty has manifold expressions, many dimensions and indeed, many causes.
Different measures, although one is related to the other, depict different facets
of poverty.
1. Income Poverty
Bangladesh made considerable progress in income poverty reduction since
independence in 1971. Using the Household Income Expenditure Survey
(HIES) data, between 1991/92 and 2000, the incidence of Head Count Poverty
declined from 58.8% to 49.8%, indicating a modest reduction of 1 percentage
point per year. The preliminary report of the recent Poverty Monitoring Survey
reveals the poverty incidence as follows: national 42.1%, rural 43.3%, and urban
37.7%. The current (2004) annual poverty line incomes are estimated by the
Bangladesh Bureau of Statistics (BBS, 2003) to be: national—Tk8,069, rural—
Tk7,135, and urban—Tk10,871. The corresponding 2002 national poverty
line was Tk7,824. The declining trend was replicated for the poverty gap and
squared poverty gap measures. The pace of reduction was higher in urban areas.
Poverty reduction was, however, higher in the 1990s compared with the
1980s. The faster pace of poverty reduction in the 1990s was attributable to
the accelerated growth in consumption expenditure and income as seen in
table 2.19. There was better growth in non-tradable goods services benefiting
the poorer segment of population during this decade.
Poverty levels and its rate of decrease have varied between rural and
urban areas, and between regions. Dhaka, Khulna, Barisal, and Chittagong
divisions have much lower incidences of poverty than Rajshahi. On the other
hand, rural urban disparity is highest in the Dhaka division, high in Rajshahi,
and lowest in Barisal.
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The level of poverty is typically higher for the landless households and
for those engaged in marginal occupations and skills. Incidence of poverty is
higher among illiterate households and female-headed households.
Gini-coefficients, which measure relative rather than absolute poverty,
show increasing inequality, especially in urban areas. In the face of decreasing
poverty, the growth of inequality is a reminder that proportionately the poor
continue to experience substantial relative deprivation, despite moderately
high economic growth -5%+ per annum.
2. Human Poverty
Human poverty trends also show considerable improvement. The human
poverty index which stood at 61% in the early 1980s (1981/83) had declined
to 47% in early 1990s (1993/94) and 35% in 2000. This index, which includes
indicators in addition to household income, declined by 2.5% annually
compared to 1.8% for the head count poverty. This reflects the abovementioned achievements in education, health and physical infrastructure in
the 1990s.

H. Summary
Since 1990, Bangladesh has made commendable success in all sectors of the
economy and social development, particularly in the quantitative expansion
of primary and secondary education, and primary health care and economic
activities. These changes have led to marked improvements in many key socioeconomic indicators: GDP per capita has increased steadily; TFR has
decreased; expectation of life has increased while the IMR and MMR have
declined; school enrolment rates have increased; and access to clean water,
sanitation and electricity has increased. These changes are taking place in
both rural and urban areas.
Bangladesh has achieved considerable success in mainstreaming women
in the development process. Bangladeshi women have played an important
role in the success of microcredit and ready-made garments, reducing TFR,
increasing child nutrition, greater participation in education, and reducing
gender disparity in all spheres of life. Recent evidence suggests that women
have already achieved parity in primary-level GER and life expectancy at birth.
However, many of the above indicators remain high in comparison to
many other countries: poverty remains high; income inequality has been
increasing; quality of health services and education is eroding. The political
situation is volatile, while law and order is deteriorating. The most
disadvantaged are disproportionately affected by these factors and are often
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Table 2.18. Poverty Trends
Item

Upper Poverty Line*
1991-1992 1995-1996

Headcount Rate (P0)
National
Urban
Rural
Poverty Gap (P1)
National
Urban
Rural

Lower Poverty line
2000

1991-1992 1995-1996 2000

58.8
44.9
61.2

51.0
29.4
55.2

49.8
36.6
53.0

42.7
23.3
46.0

34.4
13.7
38.5

33.7
19.1
37.4

17.2
12.0
18.1

13.3
7.2
14.5

12.9
9.5
13.8

10.7
4.9
11.7

7.6
2.6
8.6

7.3
3.8
8.2

*Preliminary Poverty Monitoring Survey estimates for 2004: National 42.1, Rural-43.3 Urban-37.7
Source: BBS. World Bank–ADB. 2003.

Table 2.19. Trends in Inequality: Gini Coefficients
Item

National
Urban
Rural

Upper Poverty Line

Lower Poverty Line

1991–1992

1995–1996

2000

1991–1992

1995–1996

2000

0.259
0.307
0.243

0.302
0.363
0.265

0.306
0.368
0.271

0.272
0.311
0.251

0.315
0.369
0.267

0.318
0.370
0.275

Source: BBS. UNDP. 2003.

unable to access the fruits of development. Strong SP programs are, therefore,
needed both to increase their participation in the development process and
to reduce the severity of their poverty and exclusion.

III. The Definition of Social Protection in Bangladesh
Naila Kabeer (2003) made an extensive review of risks, vulnerability, and safety
nets in India & Bangladesh. Some key conclusions on important SP issues can
be paraphrased as follows:
Poverty and vulnerability are linked together. Income fluctuations as a
result of natural hazards, retrenchments, economic factors like unemployment,
underemployment makes [sic] the near poor and already poor destitute.
Vulnerability is one of the defining characteristics of poverty.
In Bangladesh natural disasters are the most unanticipated risks for
poor families. Morbidity is the highest among poor households. Illness related
expenditure is another unanticipated risk. Insecurity in relation to extortion,
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violence, corruption, is another category of risks. Dowry at the time of marriage
of girls is another threat to poor households. It is estimated that income erosion
due to aforementioned risk events threatens 15.5% of average household
income. In the event of crisis, attempts by poorer households to cope can
often lead them into debt - [sic] and consequently to impoverishment.
At time of famine, the most severely affected parents are found to sell
the children or abandon them in unknown places. Child labourers, street
children, sex-workers are the victims of the poverty and famine.4
The above SP issues are well appreciated by the Government of
Bangladesh and many government ministries have programs that address these
issues. The main ministries involved with social protection activities are the
Ministry of Social Welfare, Ministry of Youth, Ministry of Women and Child
Affairs, Ministry of Food and Rehabilitation, Ministry of Education, and
Ministry of Local Government and Rural Development. Most of the Ministries
have their own programs for social assistance, disaster, relief, child protection,
child labor, women protection, microcredit to poor households and overall
coordination of the poverty reduction program. Respective departments of
the Government are responsible for social insurance policy, labor and
employment policies, vocational and skill development training, post literacy
and continuing education, HIV/AIDS programs, and programs to reduce drug
abuse and rehabilitate sex-workers. Approximately 51% of the government
development program goes to poverty reduction activities. A careful review
would reveal that most government activities on poverty reduction fall within
ADB’s definition of social protection. A number of NGOs are also deeply
involved in many of these activities.
The share of Bangladesh’s Annual Development Plan devoted to
education, health, social welfare, and family planning has more than doubled
from around 11% in 1980 to around 23% in 1990, and about 51% in 2003. The
greatest expansion occurred in education. The World Bank (WB) estimates
that the share of education and health in ADP will rise to 30%. Evidence
suggests that 57% of public expenditure in health and 38% in education were
absorbed by the bottom half of the rural poor. The emphasis on social
development expenditures will continue to persist as increased public
expenditure has been contributing towards better results in poverty reduction.
Social services got the highest budgetary allocation of 35% from 2001 to 2004.
Of the allocation made to social services, the share of education sector
constitutes 14% and that of health sector comprises 7%.
4

Naila Kabeer. 2003. Safety Nets and Safety Ropes: Addressing Vulnerability and Enhancing
Productivity in South Asia. In Crook Sarah et al. Social Protection in Asia. The Ford Foundation.
Har Anand Publication.
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Bangladesh has a long tradition of innovative and extensive social safety
net programs; several have been funded largely by external food aid. While
traditional programs like Food for Works (FFW),5 Test Relief (TR), Vulnerable
Group Development (VGD), Vulnerable Group Feeding (VGF), and Gratuitous
Relief (GR) are in operation, new programs directed towards supporting the
elderly, orphans, and widows, old age have been introduced and gradually
widened in coverage. These programs include the old age allowance program;
allowances program to the widowed, deserted, and destitute women;
honorarium program for insolvent freedom fighters; fund for mitigating risk
due to natural disaster; fund for rehabilitation of the acid burnt women and
the physically handicapped; and fund for the housing of the homeless. These
programs are fairly well targeted.
Microcredit plays an important role in poverty reduction and reducing
the vulnerability of the poor, especially women, in fluctuating incomes and
shocks arising from natural disasters. NGOs in Bangladesh have pioneered in
the development of microcredit schemes targeted at the poor. Several of these
NGOs now have an international reputation. The WB estimates the coverage
of microcredit interventions as follows:
NGO coverage
(poor)

Grameen Bank
2.06 million

BRAC
1.84 million

Proshika
1.30 million

ASA
0.57 million

The Palli Karma - Sahayak Foundation (PKSF), a government
organization, has been set up to promote microcredit and skills through NGOs.
PKSF has so far distributed Tk17,000 million to five million beneficiaries
through 216 NGOs (up to January 2004). As part of the Government’s
commitment to promoting gender equality and empowering women, both the
number of gender-sensitive development projects and budgetary allocation
for these projects has increased significantly in recent years. Steps have been
taken to further expand and strengthen various programs supporting women’s
development including expansion of VGD programs, microcredit programs,
women entrepreneurship development program, etc. More than 12 million
women are now self-employed through successful utilization of microcredit
facilities. In the budget for FY2004, substantial resources (Tk3,450 million)
were earmarked for microcredit programs mainly benefiting women. Greater
resources will be available to women through microcredit, especially the poor
and the self-employed, programs in the coming years. Microcredit is seen as
an integral part of social protection in Bangladesh.
5

More detailed information on these and other SP programs follow in Chapter 4.
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The Bangladesh Rural Advancement Committee (BRAC) also provides
education to poor children. BRAC’s schools covered 1.1 million students, while
the Government’s FFE covered 2 million children in 1996. There are around
20,000 NGOs registered with the Department of Social Welfare, but it is not
known how many are active in extending service to the poor.
The Bangladesh Government and its development partners have been
formulating “A National Strategy for Economic Growth, Poverty Reduction,
and Social Development” with poverty reduction and social development as
the overarching goals. The vision of this strategy is to substantially reduce the
level of poverty within the current generation through a multi-pronged
approach to poverty reduction encompassing five broad objectives:
(i)
Accelerate and expand the scope of pro-poor economic growth
for increased income and employment of the poor;
(ii) Human development of the poor to enable them to unlock their
potential;
(iii) Support women’s advancement and close the gender gap;
(iv) Provide social protection to the poor against all kinds of shocks
and vulnerability (authors’ italics); and
(v) Influence participatory governance, enhance the voice of the poor,
and improve non-material dimension of well-being including security,
power, and social inclusion by improving the performance of antipoverty and disaster preparedness and mitigation institutions.
Specific targets, which take into account the country’s past international
commitments and evolving national realities, are that—by 2015, Bangladesh will:
(i) Remove the “ugly faces” of poverty by eradicating hunger, chronic
food insecurity, and extreme destitution;
(ii) Reduce the proportion of people living below the poverty line by
50%;
(iii) Attain UPE for all girls and boys of primary school age;
(iv) Eliminate gender disparity in primary and secondary education;
(v) Reduce infant and under-five mortality rates by 65%;
(vi) Reduce the proportion of malnourished children under-five by 50%;
(vii) Reduce maternal mortality rate by 75%;
(viii) Ensure reproductive health services to all;
(ix) Reduce substantially social violence against the poor and the
disadvantaged groups, especially against women and children; and
(x) Ensure comprehensive disaster risk management, environmental
sustainability and mainstreaming of these concerns into national
development process.
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In order to start implementing the Medium-Term National Strategy for
Economic Growth, Poverty Reduction and Social Development, the
Government has developed a Medium-Term Macroeconomic Framework
(MTMF). Consistent with MTMF, a Medium-Term Expenditure Framework
(MTEF) has been developed to provide an effective mechanism for linking
the PRSP with the annual budgetary process for the period through FY2008.
The starting point for MTEF allocations is the five-year resource envelope.
Once the resource envelope is determined, it will be divided into (1) poverty
reducing spending (PRS), and (2) non-poverty reducing spending (Non-PRS).
PRS is supposed to be those, which have a direct or indirect impact on poverty
reduction. Pro-poor spending is estimated to increase by 0.8 percentage point
to reach 7.4% of GDP in FY2005. To track the impact of public expenditure,
three public expenditure-tracking studies have been commissioned for primary,
secondary education, and primary health care.6
The Government’s commitment to accelerate pro-poor growth is
reflected in the budget for FY2005. Priority has been given to sectors involved
in poverty reduction and human development such as agriculture, irrigation,
labor and employment, rural development, education, health, women, child
and youth development, water resources, energy and power, infrastructure,
railway and inland water transport, rural infrastructure, telecommunications,
and foreign investment and export-inducing sectors. In the current year
agricultural extension, research, training, production of improved seeds,
conservation and distribution of seed, and irrigation activities will be
strengthened. Provision has been made to double the allocation on agricultural
subsidy and to enhance agricultural incentives.
The Finance Minister, in his budget speech to the Parliament on 10
June 2004, emphasized the importance of social protection and poverty
reduction policies and measures:
(i) Steps will be taken to ensure fair price of agricultural commodities
and to increase agricultural subsidy;
(ii) Credit at lower rate of interest and technical “know how” for
agricultural, fisheries and livestock, and rural non-farm activities
will be further extended;
(iii) Credit without collateral at lower rate of interest for developing
microenterprise will be ensured;
(iv) Programs relating to maintenance of infrastructures, Food for Works
(FFW) Programs, VGD, and VGF will be further extended;
6

Extracted from “Report of the Thematic Group on Macroeconomic Stability and Pro-poor
Growth,” carried out to finalize PRSP of Bangladesh 2004.

060150_SPI_Bnglades2.pmd

27

30/06/2006, 3:31 PM

28

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

(v)

(vi)
(vii)
(viii)

(ix)
(x)

(xi)

The existing social safety net program will be expanded and new
programs will be undertaken to alleviate the sufferings of the
deprived people;
The housing programs for the homeless poor and low income
people will be further extended;
New programs will be taken up to generate employment
opportunities for the extremely poor;
Budgetary allocation will be increased for education, health, and
nutrition sectors to reduce human poverty. It will be ensured that
major share of this allocation reaches the poor;
NGOs and CBOs will be encouraged to have appropriate roles
along with the Government in poverty reduction;
The private sector will be encouraged to play an increasingly greater
role in economic growth and in setting up of labor-intensive
industries; and
Expenditure in the budget for poverty reduction will be increased
by at least 1% of GDP every year.

Specific proposals with clear SP connotations are described below.
Education. This receives the highest priority with an allocation of
Tk76.80 billion (13.4% of total budget). Specific projects include:
(i) Stipend program replacing FFE will benefit the poor most;
(ii) A new project, “Reaching Out of School Children,” with an outlay
of Tk4 billion will be exclusively for deprived children; and
(iii) Female stipend program, which covers 4.5 million girls will be
continued.
Health has a total allocation of Tk37.32 billion. Of particular relevance
is a new program that will reduce maternal mortality by 75% through the
provision of free pre- and post-natal health services to poor women through a
voucher system.
Agriculture and Rural Development has measures that will benefit poor
farmers:
(i) Interest on agricultural loan has been reduced to 8%;
(ii) An amount of Tk5 billion bank debts to around 1.5 million farmers
has been written off;
(iii) Agricultural subsidies will be increased three times;
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A char-livelihood7 project with an outlay of Tk4.75 billion to raise
the living standards of extremely poor people belonging to some
disaster prone districts;
“Abashan Project” to provide land, houses, credit facility, education,
FP services, and employment opportunities to 65,000 landless and
extremely poor people; and
Projects for employment generation of the unemployed rural youth,
men, and women through the provision of training and microcredit.

Social Security
Security.. The number of beneficiaries of existing social safety net
programs and the monthly allowances for old age, widowed, and deserted
women; honorarium for the insolvent, invalid, and handicap freedom fighters
will be increased.
Mitigating Economic Shocks. Programs to mitigate workers facing early
retirement or retrenchment include:
(i) Tk300 million for voluntarily retired and retrenched laborers;
(ii) Tk200 million for creating better opportunities for employees of
garment industries; and
(iii) Creation of employment opportunities for 9 million retrenched
employees from the jute mills in Chittagong and Adamjee.
Special Credit P
Programs
rograms. In addition to the existing credit programs
being ran by the Government and NGOs, the Government has, for the first
time, allocated Tk3,450 million from the non-development budget to develop
and expand the microcredit programs of several ministries: Rural Development
and Cooperatives, Agriculture, Fisheries and Livestock, Youth and Sports,
Liberation War Affairs, and Children and Women Affairs. The newly allocated
amount would be used, especially by PKSF, for programs that will accelerate
social development, create microenterprises in rural areas, ensure employment
generation for the extremely poor, and promote agro-based industries.
Social Protection is a new concept and the terminology is still not familiar
with most people. As such, there is no formal definition of social protection in
Bangladesh. This is not altogether surprising, as the term social protection
has only been adopted by IFIs in recent years.
On the other hand, the above review of current and proposed Government
and NGO programs has identified many poverty reduction and social
7

The chars are the silt-formed islets in the mouth of the rivers in the Bay of Bengal. It is
particularly prone to flooding.
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development programs that will help protect the socially disadvantaged and
vulnerable groups from shocks; and can, therefore, be categorized as social
protection. These programs8 are operated by almost all the ministries that
are involved in poverty reduction activities. Many of these programs fall within
ADB’s definition of social protection.
The Poverty Reduction Strategy papers and the budget speech give a
full description of safety nets for the poor, victims of natural disaster, violence,
acid throwing, as well as programs to promote education and improve health
care for the poor. However, in several cases, there is no clear distinction between
poverty reduction, social development, and SP programs and policies. Even
looked at in relation to ADB’s definition of SP, it is not always clear how such
a demarcation should be made. Discussions with stakeholders in Bangladesh
revealed a series of arguments, which can be summarized as follows:
Microcredit is a major area of discussion. On one hand, microcredit is
not exactly an area-based intervention and should not be lumped with areabased programs, as it is under the ADB definition. It deals with loans, which
are different from transfers. Only the subsidized element of microcredit (e.g.
lower interest rate or cross-subsidization of mainstream microcredit program
on loans taken by extremely poor at a lower interest rate or interest free loan
given by Social Welfare Ministry) could be taken as contributing towards social
protection. On the other hand, the social protective role of microcredit
preventing households vulnerable to poverty from becoming poor should be
seen. Microcredit, again, may be overlapped with microinsurance; therefore,
there can be double counting.
Personal charity in the form of Zakat, support to poor patients in hospital,
free clinics, eye camps etc. could be included in social protection. However,
there is a major difficulty of data collection in this area. At least some major
institutions utilizing charity e.g. hospitals, orphanage houses etc. could be
mentioned as examples of such programs even if it proves impossible to obtain
quantitative information on Zakat.
Access to education (e.g. cash for education, stipend for female students)
particularly to the poor children should be included. Again, the quality of
these programs should be highlighted.
More emphasis should be given on livelihood pattern and community
effort at social protection (like saving group).
While constructing the SPI, gender issues should be addressed, if
possible, through the development of disaggregated indices based on area,
gender, the extremely poor, etc.
8

There are also some formal social and health insurance schemes. However, these schemes
rarely reach the poor. They will be included in the more detailed review in Chapter 4.
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The definition of Social Protection to be used for this study is: “The set
of policies and programs that enable vulnerable groups9 to reduce, mitigate
and/or cope with the risks associated with their particular circumstances and
that do not fall under activities normally associated with other sectors such as
rural development, basic infrastructure, health, and education, and that are
both targeted at these groups and involve cash or in-kind transfers.”
A detailed discussion of the definition including ADB’s definition of
Social Protection can be found in the forthcoming section Social Protection
Index and Multicountry Analysis of this book. Based on the above definition,
Table 3 contains a schedule of the types of programs that are considered to
fall within the above definition. The table also indicates those programs falling
within ADB’s categorization of SP activities that will not be considered in this
study. The latter primarily include programs that either involve the
construction of physical or social infrastructure, and integrated community
development schemes and programs that traditionally fall within the education
and health sectors, e.g. primary and preschool education, immunization, health
and nutrition education, pre- and post-natal care.

IV. Current Social Protection Activities and Programs
A. Introduction
This chapter presents an overview of current SP activities and programs in
Bangladesh. The programs and activities described here include the major
programs operated by government agencies, national nongovernmental
organizations (NGOs) and international nongovernmental organizations
(INGOs). The descriptions aim to present the main features of the programs
as well as the key quantitative information required to construct a SPI for
Bangladesh. It is, however, not always possible to quantify the SP activities of
some programs; in these cases, descriptions in such cases are limited to
qualitative discussions.
The key quantitative variables10 required for constructing an SPI are the
cost/expenditure of the programs, the number of beneficiaries served by the
programs, the number of program beneficiaries who are poor, and the amount
of program expenditure going to poor beneficiaries. Except for information on
9

10

The primary target groups for SP policies, which reflect ADB’s definition of SP, are the
unemployed/underemployed, the elderly, the sick, those affected by natural disasters, the
poor, the disabled, and children with special needs.
For details concerning the methodology, see the section Social Protection Index and
Multicountry Analysis of this book.
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program expenditure, only a small subset of the required data is readily available
from published sources. In consequence, the great majority of the information
cited in this Chapter comes from discussions and meetings with relevant
officials and experts and unpublished reports.
This Chapter is structured around the components of ADB’s definition
of SP listed in Table 3, i.e. labor market programs, social insurance programs,
social assistance and welfare programs, micro and area-based schemes, and
child protection programs.

B. Labor Market Programs
Three ministries are working on generating employment opportunities for
the poor people in Bangladesh. These are Ministry of Food and Disaster

Table 3. Inclusion/Exclusion of Social Protection Programs
Component/Subcomponent
of Social Protection
Labor Market Programs
Direct Employment-Generation
(microenterprise development and
public works)
Labor Exchanges and Other Employment
Services
Skills Development and Training
Labor Legislation (including minimum age,
wage levels, health and safety, etc.)
Social Insurance Programs
Programs to cover the risks associated with
unemployment, sickness, maternity,
disability, industrial injury, and old age
Health Insurance

Included/
Excluded
Included

Includes loan-based programs to
support small businesses, etc.

Included

Includes retrenchment programs

Excluded

Unless targeted at particular groups,
such as the unemployed or
disadvantaged children
Not amenable to quantification

Included

Included
Included

Social Assistance and Welfare Programs
Welfare and Social Services (targeted at the Included
disabled, the indigent, those affected by
disasters, and other vulnerable groups)
Cash/In-kind Transfers (e.g. food stamps,
Included
health cost exemptions or subsidies)
Temporary subsidies for utilities, housing,
Included
etc.

Micro and Area-based Schemes
Microinsurance/Microfinance Schemes

Comments

Included

Only if imposed in times of crisis and
if targeted at particular vulnerable
groups. General subsidies are
excluded even if their rationale is to
assist the poor
Microfinance seen as an important aspect of social protection. Mainstream
rural credit programs will be excluded.
continued next page
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Management (MFDM), Ministry of Social Welfare (MSW) and Ministry of
Local Government (MLG). Some NGOs are also working for employment
generation and providing training for the poor. Although all NGOs are working
for employment generation their activities fall mostly into the broad category
of microfinance. The following SP programs by different ministries and NGOs
(both national and international) can be identified.
1. Ministry of Social Welfare (MSW)
The MSW has various types of training programs for employment generation
and skill development. It is implementing a rural social service program (RSS),
the primary objective of which is to improve the socio-economic conditions of
the disadvantaged poor households in rural Bangladesh. The Ministry is

Table 3. Inclusion/Exclusion of Social Protection Programs (continued)
Component/Subcomponent
of Social Protection

Included/
Excluded

Comments

Agricultural Insurance

Included

Social Funds

Excluded

Disaster Preparedness and Management

Included

Reconstruction of physical
infrastructure is excluded. De-mining
programs included. Number of
beneficiaries not amenable to
quantification.

Included

Not amenable to quantification

Excluded

Direct assistance for health and
education would be included in
following categories. Otherwise, these
programs fall within basic health and
education programs, which are
excluded.

Child Protection
Child Rights and Advocacy/Awareness
Programs Against Child Abuse, Child Labor,
etc.
Early Childhood Development Activities

Educational Assistance (e.g. school feeding,
scholarships, fee waivers)
Health Assistance (e.g. health cost reduced
fees/ subsidized medicines for vulnerable
groups)
Family Allowances

Included

Street Children/Child Worker/Orphan
Initiatives

Included

Agricultural insurance will rarely be
affordable and therefore, targeted at
the most vulnerable farmers
Except where direct transfers to
households occur

Included

Will generally be included under social
assistance

Included

Would not include transfers through
the tax system

Source: Consultants.
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distributing a revolving fund to the poor households for self-employment
generation. In 2003, 57,277 households benefited from this program with the
cost of Tk202.3 million. The target group of this program is the extremely
poor households, who are mainly landless and the ones affected by riverbank
erosion. The coverage of this program is 21,340 villages in 4,323 union of all
upazilas (sub-district) of Bangladesh.
Another program is targeted at destitute women and involves providing
beneficiaries with sewing machines. They work in their own houses and earn
income for their livelihoods. A total of 1,000 women were given sewing
machines in 2003.
Various types of training programs for skills development have also been
undertaken for the poor beneficiaries by the ministry. Training for skills
development on different trade courses and income-generating activities
related to primary health care facilities are the major activities of these
programs. In the year 2003, a total of 66,761 poor people have been provided
with various skills development training and 21,682 women were given primary
health care training. All of these programs were implemented in rural areas. In
urban areas, the ministry is also implementing various programs for employment
generation. These include providing microcredit, imparting skills development
training, and interest-free loan programs. A total of 8,058 disadvantaged people
were under vocational training in the year 2003.
The Ministry also has a specialized program for disabled persons. It
operates a national training and rehabilitation center for visually impaired adults
and vocational training institute for mentally disabled persons. In the year
2003, a total of 52 visually impaired persons were given skills development
training to make them self-reliant. In addition, 61 mentally disabled children
have been trained in general education and vocational skills development.
2. Ministry of Food and Disaster Management
The MFDM is also implementing employment generation program in rural
areas during crisis periods. The two most important programs are Food/Cash
for Work and Test Relief programs. The Food for Work program (FFW) provides
employment to the rural poor during the lean periods through construction of
rural infrastructure. In the year 2002 and 2003, the ministry spent Tk2,713
million and Tk1,655 million respectively. The poor and extremely poor
households are the major beneficiaries of these programs.
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3. Ministry of Local Government
The MLG, through its Local Government and Engineering Development
(LGED), helps create employment opportunities for the poor in rural
Bangladesh by employing poor people to work on the construction of its
infrastructure development works. In 2003, this program provided 94.8 million
person-days of employment for poor people.
4. Ministry of Finance
The Government has closed 28 state-owned enterprises under six corporations
in the last couple of years. A total of Tk6,595 million was disbursed to 41,086
retrenched workers as compensation for early retirement. Details are provided
in Table 4.1.
5. CARE Bangladesh
CARE is implementing a large employment generation program in rural areas
targeted at women. The Rural Maintenance Program (RMP) is one of the
largest poverty alleviation programs of CARE-Bangladesh with financial support
from Canadian International Development Agency (CIDA) and the
Government of Bangladesh. The goal of the project is to “contribute to the
long-term socio-economic development of rural Bangladesh.” RMP maintains
over 95% of the existing earthen rural road network in Bangladesh on a regular
basis. The project has had a considerable impact on raising the standards of
these roads; and therefore, on the movement of goods and services; as well as
on the economic well-being of rural people. An important aspect of RMP is to
graduate destitute women out of the program after providing them with the
appropriate support and training.
The program defines “destitute” women as those who are the sole
supporters of their dependents and themselves. Participants must sign a
Table 4.1. State-Owned Enterprise Retrenchment Program, 2002-2003
Corporation

Bangladesh Jute Mills
Bangladesh Chemical Industries
Bangladesh Steel and Engineering
Bangladesh Textile Mills
Bangladesh Sericulture Board
Bangladesh Forest Industries Development
Grand Total

Employees to
be Retrenched

Retrenchment Cost
(Tk million)

29,241
5,692
628
4,711
359
455
41,086

4,150
1,463
269
530
88
95
6,595

Source: Monitoring Cell (Finance cell), Ministry of Finance, Government of Bangladesh.
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contract with their Parishad (society) to maintain approximately 15 miles of
selected roadway to an agreed standard in return for a salary, paid every 14
days, amounting to Tk16 per day or such other amount as may be stipulated.
RMP began a phased approach, which allowed women to stay in the program
for four years and then graduate through self-supporting income-generating
activities from their savings after this period. The training and follow-up
activities assist them in developing and implementing a “sustainable plan,”
which includes a feasibility analysis of possible investments. It is designed to
use the savings and skills that the women have accumulated from the RMP
employment in the best possible way. In the year 2003, a total of 41,610 women
graduated from this program, the cost of which was Tk716.2 million.
6. PROSHIKA
Both in rural and urban areas Proshika, a national NGO has many employmentgenerating and training-related programs. Human development and skills
development training are its major activities. In total, Proshika provided over
960,000 persons with training under these programs in 2003. The programs
are targeted to the poor households in rural and urban areas.
7. Summary
Table 4.2 provides a summary of the major labor market programs currently
operating in Bangladesh.

C. Social Insurance
1. Pensions
In Bangladesh, the only formal pension scheme is for public sector employees,
relatively few of whom will be poor. Average payments are estimated to be
around Tk49,000 per annum (around Tk4,000 per month) based on the salary
and retirement and the pension rate.
The MSW also has an old age allowance program. The program provides
old age allowances to the 10 oldest poor persons, at least five of whom, must
be women, from each ward (comprising of three villages) of every Union
Parishad, with a monthly rate of Tk125 per person. About Tk749.5 million
was distributed in 2002-2003 as allowances for 499,662 old and helpless people
as against the target of 500,000 people. This program has been highly
appreciated for extending social services in the rural areas. During 2003-2004,
the number of beneficiaries increased to one million with a higher rate of
allowances of Tk150 per person.
Available information on these schemes is summarized in Table 4.3.
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Table 4.2. Labor Market Program, 2002-2003
Program

Institution/
Agency

Rural Social Service (RSS) for
By-passed Groups Through Incomegeneration Activities
Self-Employment for Destitute Women
(Sewing Machine)
Vocational Training, Employment
Generation, Family Welfare, and
Social Education for Destitute Women
and the Disabled
Skill Training Program for Destitute Women
Food/Cash for Work
Test Relief (TR)
Employment Creation Through LGED’s
Rural Infrastructure Development
Program
Providing Training Program
Providing Vocational Training
Employment Generation of Women
Through Rural Maintenance Program
Employment Loan for the Poor

Practical Skill Development Training
Urban Poor Development Program/
Human Development Training and PSD
State-Owned Enterprise Retrenchment
Program

Beneficiaries
(number)

Expenditure
(million)

MSW

57,700**

202.3

MSW

1,000

4.0

MSW

294

0.2

21,682
60,300
331,000
259,739

11.0
271.3
165.5
389.6

8,058
66,761

8.1
66.7

41,610*

716.2

9,185

275.0

64,593
963,859

32.5
192.8

41,086

6,595.3

MWCA
MFDM
MFDM
MLG

MSW
MSW
Care
Bangladesh
Karma
Sangsthan
Bank
(Employment
Bank)
Proshika
Proshika
Ministry
of Finance

*

Program graduates only; participants likely to be around 160,000 based on a four year
program.
** Recipients of loans; number of indirect beneficiaries likely to be substantially higher.
Source: Documents of various ministries, departments, and NGOs.
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Table 4.3. Pensions and Assistance to the Poor Elderly, 2002-2003
Program

Institution/
Agency

Pensions and family pensions for
the retired government/semigovernment employees
Medical allowances to pensioners
Old age allowance

Beneficiaries
(number)

Expenditure
(Tk million)

Ministry of
Finance

179,886

8,802.0

Ministry of
Finance
MSW

179,886

800.0

499,662

749.5

Source: Ministry of Finance: Budget Database.

2. Health Insurance
a. F
ormal Health Insurance
Formal
In Bangladesh, there is no provision for health insurance schemes by the public
sector and there is little in the way of private insurance. However, the
Government heavily subsidizes health services, which are accessible to all.
Public sector workers receive a small medical allowance as part of their salary,
but rely primarily on their savings to finance any expenditure on health care.
b. Microinsurance
To address the absence of formal health insurance schemes for the poor, NGOs
have developed and operated a number of microinsurance health (MHI)
schemes that target the poor. Though microinsurance is a relatively new
concept in Bangladesh, it has experienced steady growth since its
commencement in 1993. MHI can be defined as a type of health insurance
designed to enable access to health services by individuals and families through
affordable premiums and low prices for health services. Almost all the schemes
are run in tandem with microcredit schemes and several also include a life
insurance/savings component. Table 4.4 provides summary information on the
ten of the larger schemes.11 Additional information on three of the larger
schemes is provided in the ensuing paragraphs.

11

Schemes providing only life insurance, i.e. without health cover, have been excluded.
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Table 4.4. Microhealth Insurance Schemes
Program

Institution/
Agency

Microhealth Insurance
Bangladesh (MHIB)
Microhealth Insurance (MHI)
Life & Microhealth Insurance
Schemes
Microinsurance/Emergency Fund

Customers’ Security Fund
Beneficiaries Life Insurance
Sajida Health
Providing Primary Health Care
Service
Apatkalin Tahbil

Apatkalin Tahbil
Total

BRAC
Grameen Kalyan
Dustha Shastho
Kendro (DSK)
Integrated
Development
Foundation (IDF)
BURO Tangail
Society for
Social Services (SSS)
Sajida Foundation
MSW
Community
Development
center (CODEC)
Banaful

Beneficiaries*

Expenditure**
(Tk million)

33,175

0.40

230,000
180,000

2.00
0.03

180,000

1.90

106,103

0.30

502,500
50,035
74,108

0.60
8.30
11.10

16,105
21,830
1,393,856

0.40
0.05
25.00

*

Figures give total number of scheme members. The number of contributors is much lower as
membership is generally for the whole household.
** In several cases, these are estimated figures based on average contribution and number of
beneficiaries.
Source: ILO. 2003. Micro Insurers: Inventory of Micro Insurance Scheme in Bangladesh.

Micro-Health Insurance Bangladesh (MHIB) was initiated by BRAC in
November 2001. The objective of this project is to contribute to the
empowerment and improvement of the well-being of the poor women and
their families by promoting access to quality health care through an affordable
microinsurance initiative. The project is designed to achieve three primary
goals: (i) contributing to woman’s empowerment; (ii) increasing access to
BRAC’s health care initiatives for poor women and their families; and
(iii) increasing awareness of preventive healthcare system. The target of the
project is to cover persons of various occupations (subsistence agriculture,
animal husbandry, fishing, trade, crafts, etc.) in 573 villages in which BRAC
operates. The project provides scheme members with primary health and
pathological services. The scheme is operated with technical assistance/
cooperation from the ILO-STEP as part of their Women’s Empowerment through
Employment and Health (WEEH) project to empower the income of poor
women in Bangladesh. Details of the program are contained in Table 4.5.
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Table 4.5. BRAC Microinsurance Program
Package

Benefit

Yearly
Contribution

No. of
Beneficiaries

Health Care:
General Benefit
Package

Discount prices for
consultation: Tk8 for
members (Tk10 for nonmembers); 50% discount on
normal deliveries; 10%
discount on medicines; free
yearly health check up;
coverage of referral
costs:Tk500 to Tk1,000
(ultra-poor may benefit from
same services without having
to pay a premium)

Tk100 for a
family up to 6
persons (Tk250
for non-member)
Tk150 for a
family up to 8
persons (Tk300
for non-member)
Tk200 for a
family of more
than 8 persons
(Tk350 for a nonmember)

30,625 (6,125
families) + 1,085
(217 families)
covered without
premium under
the ultra-poor
program

Health Care:
PregnancyRelated Care
Package

ANC check-up at BRAC
mobile/satellite clinic;
monthly supply of iron
tablets and folic acid;

Tk50 for a
member
Tk70 for a nonmember

1,465 women

Provision of Safe Delivery Kit
for home delivery; support
for pre-delivery complications
(miscarriage, bleeding);
Normal delivery support for
post-delivery complications
(post partum, hemorrhage,
fever);
Support in the event that
newborn babies suffer from
diarrhea or pneumonia
within 28 days of birth
Source: Same as preceding table.

Grameen Bank (GB) initiated the Micro-Health Insurance (MHI)
program in 1997. The program is operated by Grameen Kalyan (GK), which is
a member of the Grameen Family. The project was intended to provide primary
health care services to GB members, who are involved in various occupations
including subsistence agriculture, animal husbandry, fishing, trade, and crafts
as well as other poor living within its operational areas at an affordable cost.
The priority areas of the scheme are preventive and promotional health care
services with special emphasis on family planning and reproductive, internal
and child health care. Details are given in Table 4.6.
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Table 4.6. Grameen Bank Microinsurance Program
Package
Primary Health

Benefit

Yearly
Contribution

Tk5 for Doctor/paramedic
consultations for
members.Normal
pathological tests at 30-50%
discount. Referred
consultations at 50%
discount. Up to Tk1,000
provision for hospitalization.
Free annual check-up for
head of family. Free
immunization for six diseases.
Free house visit by female
health assistants. Free yearly
medical check-up for “head
of the family.”

Yearly Tk120 for
Grameen Bank
members. Yearly
Tk150 for nonGrameen Bank
members.

School Health
Card

Health awareness and regular
check-ups Tk2 for
prescriptions

Tk10

Safe Motherhood

Pre- and post-natal care
Family advice

Tk500-1,000

No. of
Beneficiaries

230,000

Source: Same as preceding table.

Dushtha Shastha Kendra (DSK) started life, microhealth, and livestock
insurance schemes in 1995 with a view to provide support for primary health
care especially for women and children. The schemes are targeted to the poor,
landless, and marginal farmers—low-income groups within both the informal
and formal economy.

D. Social Assistance Programs
1. General Social Assistance Programs
The social assistance programs of the Government of Bangladesh assist and
empower socio-economically disadvantaged people with a view to alleviate
poverty and promote human resource development. The Social Welfare
Directorate under the MSW is one of the important social service providers of
the Government of Bangladesh working for the welfare and development of
the poor destitute, neglected, by-passed, and vulnerable segment of population
of the society. The programs are well targeted to the poor and largely benefit
them, particularly those who depend on daily wages for their livelihoods.
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Table 4.7. DSK Microhealth Insurance Program
Package

Benefit

Yearly
Contribution

No. of
Beneficiaries

Health

Consultation at subsidized
rates. Essential drugs at 50%
discount. Hospitalization up
to 25% discount. Awareness
building and training

2.5% of
microcredit loan
(yearly)

180,000

Life

In case of death of
policyholder, the outstanding
loan amount is written off
and nominee receives
amount of already paid back
loan.

1% of microcredit
loan (yearly)

45,000 (99%
women)

Source: Same as preceding tables.

Information on the major social assistance programs, including those provided
by IFIs and NGOs, is summarized in Table 4.8 with details of the major
programs in the following paragraphs.
The Vulnerable Group Development (VGD) Program provides poor
disadvantaged women in rural areas with monthly food transfers and a package
of development services that mobilize savings and train beneficiaries in different
income generation skills. VGD is one of the world’s largest development
interventions that exclusively targets women. The Directorate of Relief and
Rehabilitation implement the VGD program, under the coordinating authority
of the Department of Women Affairs in the Ministry of Women and Children
Affairs, and with support from WFP and bilateral donors. The major objectives
of the program are:
(i) Enable the poorest and the most disadvantaged women in rural
Bangladesh to overcome food insecurity and low social status in a
sustainable way.
(ii) Improve the nutritional status of malnourished women and
children.
(iii) Facilitate the integration of VGD women into the mainstream
development program by linking them to development programs
of partner NGOs.
In 2002, substantial modifications and strategic changes were made in
the project design to better accommodate the unique constraints of ultrapoor women, while enabling them to know their rights and achieve a greater
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Table 4.8. Social Assistance Programs, 2002-2003
Program

Institution/
Agency

Rural Social Services for By-passed
Groups by Providing Education,
Health, Water Supply, and Sanitation
Widowed and Deserted Women
Honorary Allowance for Hard-up
Freedom Fighters
Financial Assistance for Treatment
and Rehabilitation of Burn-affected
Poor People
Govt. Rehabilitation Center for
Vagabonds
Treatment Facilities for Poor and
Disadvantaged Patient
Vulnerable Group Feeding (VGF)
Gratuitous Relief (GR)
Food-based Social Safety Net Program
Adasha Gram Project
(shelter for poor families)
Housing Fund for Distressed
Asrayan Project
(rehabilitation program for
the landless poor)
Literacy Program for Destitute Women
Shakti Foundation for Disadvantaged
Women
Vulnerable Group Development
Integrated Food Security
Rural Development
Program on Mitigating Risk from
Natural Disaster
Total

Beneficiaries

Expenditure
(Tk million)

MSW

50,435

27.4

MSW
MSW

266,000
50,000

397.7
300.0

MSW

7,680

4.9

MSW

2,487

1.2

MSW

284,066

56.8

MSW
MSW
MFDM
ML

647,664
12,994
10,000,000
15,500

997.1
10.0
18000.0
1999.0

MFDM
MH

15,000
16,000

535.0
570.6

MSW
Shakti
Foundation
WFP
WFP
WFP

19,245
23,802

17.7
842.8

2,300,000
250,000
250,000

2186.4
237.6
237.6

MSW

50,000
14,260,873 *

250.0
26,671.8

* This total makes no allowance for overlaps between programs.
Source: MSW-Ministry of Social Welfare, ML-Ministry of Land, MFDM-Ministry of Food & Disaster
Management, MH-Ministry of Housing, MWCA-Ministry of Women and Children Affairs, DCC-Dhaka
City Corporation, WFP-World Food Program.

degree of self reliance. VGD comprises several subprojects of which the Union
Parishad VGD is the largest. In the Union Parishad VGD, women are organized
in groups and provided with a package of development services (primarily
from BRAC) comprising awareness-raising on social and health issues,
functional literacy and numeracy, training in income generating skills,
participation in savings schemes, and access to credit to start up new income
generating ventures. Beneficiaries also receive the following:
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(i)

(ii)

Each beneficiary receives 30 kilograms (kg) of wheat or 25 kg of
fortified atta (whole meal/wheat flour) per month for a 24-month
cycle.
Complementary nutrition interventions have been built into the
VGD program through atta fortification and VGD-National
Nutrition Program (NNP) collaboration.

Beneficiaries are provided with cards upon acceptance into the program.
There are two steps in the selection of the cardholders. The national VGD
committee distributes cards across all upazilas. The higher an upazila’s food
insecurity rating by the Government and WFP, the greater number of cards it
gets. A minimum of 30 women are then selected in each union by union and
upazila level local committees according to selection criteria, which include
functionally landless women, women with extremely low or no income, women
who are day laborers, and women who lack productive assets. Preference is
given to female heads of households (widowed, separated, deserted, or with
disabled husbands) and to women who are physically fit to train. Women who
receive assistance from other programs or have participated in the VGD in an
earlier cycle cannot be selected for VGD.
Vulnerable Group Feeding (VGF) cards are distributed to feed the
extremely poor people. During the period of 2002-2003, a total amount of
Tk997.13 million was distributed among 647,664 extremely poor people by
providing food grain free of cost through the MSW.
Rural Social Services (RSS) programs: In order to address the poor and
destitute population, the Directorate of Social Welfare has programs for direct
assistance that operate through the umbrella RSS. These programs covered
50,435 beneficiaries in 21,340 villages and distributed Tk27.4 million during
the period 2002-2003.
Widow and Distressed Women’s (deserted by husbands) allowance
program: In order to provide allowances to the helpless and the distressed
women, Tk397.73 million has been distributed among a total number of
266,000 beneficiaries during the period 2002-2003 under this program. The
program provides monthly Tk125 to each widow and distressed women
deserted by husbands.
Hard-up Freedom Fighters Allowance Program: This program provides
Tk500 a month to each hard-up freedom fighter. A total number of 50,000
freedom fighters benefited during the period 2002-2003 and Tk300 million
was distributed among them.
Grihayan Tahbil (Housing Fund) for the poor: This program was
implemented to solve the housing problem of the homeless, poor, and low-
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income people in the country. Tk535 million was distributed during 20022003 and about 15,000 people benefited under this program.
Program on Mitigating Risk from Disasters: Being a disaster-prone
country, the Government of Bangladesh initiated a major program during 20022003 to improve peoples’ awareness and help the victims of natural disasters.
Tk250 million was distributed under this program among the disaster-affected
people.
An example of a small social assistance program provided by a voluntary
foundation is given in box 1.
2. Disability Programs
The MSW has been providing various programs targeted to the disabled. Information on these is presented in Table 4.9.
Table 4.9. Disability Programs, 2002-2003
Program

Institution/
Agency

Rehabilitation Center for Blind
[sic] People
Education and Training Program for
Mentally Disabled Children
Education Program for Visually and
Vocally Impaired
Integrated Education Program for
Blinds [sic]
Allocation for Welfare of Disabled Person
Program on Rehabilitation of Acid-burnt
Women and the Physically Challenged
Total

Beneficiaries

Expenditure
(Tk million)

MSW

52

0.6

MSW

61

0.6

MSW

346

0.3

MSW

479

0.5

MSW

4,539

10.0

MSW

15,000
20,477

150.0
162.0

Source: Interviews with officials.

E. Micro-/Area-Based Schemes
Microcredit has become a “buzz-word” and worldwide name among the
development practitioners and Bangladesh is acclaimed as a major innovator
in the field. It provides a variety of financial services to a wide range of
individuals. Microcredit essentially involves increasing the purchasing power
of poor households, who are normally left out of the conventional banking
system, through the provision of very small loans to develop income-generating
activities and to meet emergency needs, thereby reducing their dependence
on exploitative money lenders. Microcredit also includes a wide range of
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Box 1: Anjuman Mufidul Islam – Standing by the Dead
AMI was established in 1905 in Calcutta to undertake some humanitarian
activities consistent with the religious beliefs and practices of the Muslims.
AMI extends its activities in Dhaka in 1947. It is a nonprofit and non-political
philanthropic organization that seeks to alleviate human sufferings and improve
quality of life of people, particularly the poor and destitutes. AMI depends for
its income mainly on the contribution of its members, “Zakat” and “Fitra,”
donation of people, Government grant, rent, etc. The activities of AMI are:
• Free of cost burial of unclaimed dead bodies and those from helpless
poor Muslim families
• Free ambulance service for patients irrespective of caste, creed, and
nationality
• Free of cost transportation of patients to different hospitals and clinics for
treatment
• Maintenance of orphan boys and girls and their rehabilitation in society
through education, training, and marriage works
• Management of junior girl’s high school and a free primary section for
both boys and girls students at Gandaria, Dhaka
• Free treatment of poor patients and distribution of free medicine among
them through mobile medical camps/units regularly
• Free circumcision of poor Muslim boys through modern medical
procedure
• Teaching of the Holy “Quran” at school, orphanage, and Rajshahi Central
Jail through ‘Noorani’ process
• Regular financial assistance to poor and helpless families through providing
regular monthly pension benefit
• Financial assistance to poor parents for marriage of their daughters
• Assistance to meritorious poor students
• Distribution of new clothes to the poor during Eid-ul-Fitr
• Relief operation during disaster and natural calamities
From 2002 to 2003, AMI buried 3,123 unclaimed corpses and dead bodies
from helpless Muslim families free of cost. During the same year AMI provided
free ambulance service to 6,829 persons irrespective of religion/nationality.
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financial services such as credit, savings, and insurance targeted to the poor.
In Bangladesh, the maximum amount of microcredit provided to a borrower is
approximately Tk50,000 ($877) and the average amount is about Tk3,000
($53) (Sagar, 2003).
Microcredit programs have been popularized in Bangladesh for almost
three decades along with three associated innovations. First was the realisation
that the rural poor are credit-worthy and that they can exploit self-employment
opportunities if provided with small credit. Secondly, the poor can be provided
collateral-free small credit and can meet repayments when organized into small
groups, which provide support and peer monitoring. Thirdly, rural poor women
can be a reliable clientele group. Grameen Bank deserves special mention as
innovator of microcredit, while other NGOs such as BRAC and ASA have
contributed to its refinement. In Bangladesh, it is currently estimated that
around 55% of the total population have been covered by microfinance services
and around 73% of these are poor (i.e. with incomes lying below the poverty
line) (ibid.).
Table 4.10 presents summary information on larger microcredit programs
operated by government and nongovernment providers for 2002-2003. The
data provided refers to the value of loans provided in that year and the number
of beneficiary households. The population that has benefited over the years
will be obviously much greater. Details of some of the schemes are given in
the following paragraphs.
Grameen Bank. It is the pioneer organization in introducing collateralfree microcredit for the poor, particularly women. Prof. M. Yunus, the founder
of Grameen Bank, has described some of the salient features of Grameen
microcredit (Yunus, 2003: 12-13) as follows:
(i) The core objective is to provide support to the poor in order to
bring them above the poverty line;
(ii) Poor women are the main target group;
(iii) Credit must be used in income-generating activities and strictly
prohibited for use as direct consumption;
(iv) Collateral is not a prerequisite to be eligible for credit;
(v) Credit is being given to the poor, who are being usually rejected
by the conventional banking system, which considers them to be
“not credit-worthy;”
(vi) Credit is being disbursed on the basis of “trust” rather than any
legal contracts;
(vii) The borrowers are obliged to repay the loans on weekly or bi-weekly
installments;
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Table 4.10. Major Microcredit Programs, 2002-2003
NGO/Program

Institution/
Agency

Grameen Bank
ASA
BRAC
Buro, Tangail
Caritas, Bangladesh
Swanirvar Bangladesh
Microfinance Program for the
Marginalized
Interest-free Loan for Destitute Women
Housing Loan for Disadvantaged Groups
Microfinance for Poor Men and Women
Through Pally Daridra Bimoson
Foundation (PDBF)
Total

GB
ASA
BRAC
Buro, Tangail
Caritas
SB
MSW
MSW
MSW

RDD

Beneficiaries
(number)

Expenditure
(Tk million)

640,796
205,564
534,444
46,164
49,996
54,467

21,467
20,014
20,700
1,083
901
458

4,702
15,726
2,930

14
80
50

600,000
2,154,789

1,800
66,567

Source: MSW-Ministry of Social Welfare, Credit and Development Forum (CDF). 2004. Microfinance
Statistics, Volume 16.

(viii) It is compulsory to participate in a group to be eligible for credit;
(ix) New credit is provided only when the borrowers do not have any
outstanding arrears from a previous loan;
(x) It is mandatory to participate in the savings programs;
(xi) Interest rates are close to the current market interest rate (bank
rate)—much lower than the often-usurious rates offered by
moneylenders;
(xii) Doorstep services are being provided to the poor, based in the belief
that the borrowers should not go to the Microfinance Institutions
(MFI) but that the MFIs should go to the borrowers; and
(xiii) Credit is considered as a human right.
During the period of 2002-2003, Grameen Bank disbursed Tk8,562.5
million to over 640,000 poor people, 95% women, in 44,636 villages through
its 1,229 branches.
Bangladesh R
ural Advancement Committee (BRAC). This has made a
Rural
remarkable contribution to poverty alleviation and the empowerment of the
poor through mobilizing savings, advancing credit, generating income and
employment opportunities, and building capacity for the poor. During 20022003, BRAC disbursed Tk20,700 million as microcredit to over 570,000
borrowers throughout the country.
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Proshika. This contributed considerably towards poverty alleviation by
implementing various credit and social development programs across the
country. Proshika distributed Tk4,389 million as credit to 42,774 poor people
throughout the country during 2002-2003.
Bangladesh R
ural Development Board (BRDB). This is one of the
Rural
important government institutions working for poverty alleviation through
cooperatives and nonformal group network all over the country. The small farmers
owning land up to 0.50 acre of land and assetless men and women are the target
groups of this program. As of June 2003, Tk24,302.9 million (cumulative) has
been disbursed among total 1.6 million members in 449 upazilas.
Palli Karma-Sahayak F
oundation (PKSF). This is a government apex
Foundation
microcredit and capacity-building organization. It acts as an umbrella
organization for a number of NGOs directly involved in microcredit. PKSF
has been working for poverty alleviation since its establishment in 1990 by
providing credit through 192 partner organizations (3 big and 189 small and
medium-sized NGOs).12 Currently, it provides loanable funds under its
different mainstream credit programs such as (i) rural microcredit, (ii) urban
microcredit, (iii) microenterprise credit, and (iv) microcredit for the hardcore
poor. A total amount of about $276.87 million has been disbursed among 4.55
million poor borrowers by PKSF by the end of February 2004 since its creation.
An example of a typical microcredit beneficiary is given below (Box 2).
Given that loan/credit programs to SMEs fall clearly within ADB’s definition
of microcredit, this example provides compelling reasons why householdbased microcredit should also be included as a component of Social Protection,
as it can both reduce poverty and lead to employment creation.
elfare operates programs to assist victims of
The Ministry of Social W
Welfare
acid and explosive chemical attacks. These programs include interest-free
credit under easy terms and conditions to acid-burnt victims of these attacks,
most of who are women. The victim is provided interest-free credit, generally
between Tk5,000 to Tk10,000, which is payable in 10 instalments. Under
this program, Tk150 million was disbursed to over 15,000 victims during
2002-2003.

12

As PKSF does not loan directly to beneficiaries, it does not figure in Table 4.10.
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Box 2: Nasima: Owner of a Microenterprise
Nasima was married at the age of 12. Her husband had no shelter to live and the
couple had to live in a hut made of thatch at Nasima’s uncle’s house. A chawki
(silkworm) and a handloom were her husband’s only assets. Both of them were
physically strong, but due to scarcity of capital they were unable to undertake any
income-generating activities. Beside domestic work, Nasima used to help her
husband in his work. Within a few years, three new faces arrived in their family.
They faced extremely difficult conditions as they had no cultivable land and alternative
sources of income. Under these miserable conditions, Nasima sent her children to
school; but this increased their expenditure.One day, a field worker of the Society
for Social Service (SSS), a partner organization of PKSF, came to Nasima’s house and
told her about the advantages of joining a microcredit borrower group. Nasima
discussed it with her husband and decided to join a group of SSS borrowers. Nasima
started to deposit savings of Tk5 in group meetings. After a few months, Nasima
took out a loan of Tk1,500 for the first time. Adding some money, she purchased
another handloom with this loan. She felt a little bit comfortable after purchasing
the second handloom. After repaying the loan installments, Nasima could meet the
family expenditure and the educational expenses of her children from the income
of handloom business. She took loans of Tk3,000 and Tk7,000 subsequently. She
invested the entire loan amount in handloom business and as a result, her income
started to increase rapidly.Nasima learnt about health and hygiene in group meetings,
which inspired her to install a tube-well for pure drinking water and sanitary latrine.
She also learnt poultry raising, vegetable cultivation, health and nutrition, and
microenterprise management from SSS. She is proud to be a member of SSS. She
made some furniture and purchased 27 decimal of land to make a house for their
residence from her savings. She has recently taken a loan amount of Tk50,000 as a
microenterprise borrower. Nasima invested her loans to expand her handloom
business. Now under Nasima’s possession there are 16 handlooms. Sixteen full
time workers, including a woman, are working in her enterprise. She gives them
Tk230 for each “sari.” Nasima keeps the accounts of her business herself. Nasima’s
children are all attending school. She does not want her daughter to be married
early. Today, her family and local society respect Nasima. Her husband discusses
with her to take any decision about family matters. Nasima is satisfied to see that
some poor neighbors have benefited from her business. She gets inspiration when
the visitors from home and abroad come to see her handloom business. Nasima
tells her past life story to her children to make them hardworking and confident.
She wants more training and loan in the future to set up a showroom of her products
in Tangail town.
Source: Micro Credit Programs in Bangladesh: Giving a Chance to the Poor, PKSF. 2004.
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F. Child Protection Programs
1. General
Many national and international organizations are working for child protection.
The programs vary from one organization to another. Of the national
interventions, the activities of MSW are the most important in protecting
children’s rights. MSW activities include financial allocations, training, and
rehabilitation of the destitute children. The MoLE is also implementing some
programs especially related to child labor. Apart from these, a large number of
national and international NGOs are also working for children’s development.
The majority of the international organizations do not produce country
reports. They produce global reports instead that synthesise their activities
throughout the world. This type of report rarely contains the statistical
information regarding various activities, which falls into the broad category of
child protection. Moreover, it proved difficult to obtain information on their
programs in Bangladesh as much of their data was for their internal use and
local officers often did not have access to this information. Thus, it proved
impossible to provide a comprehensive review of child protection programs
operated by INGOs; the same applies to programs targeted at children run by
national NGOs. The following section describes the activities of some of the
larger programs for which data could be obtained,13 while the main features of
the schemes are summarized in Table 4.11.
2. Ministry of Social Welfare Child Protection Programs
The MSW is implementing various programs through its Department of
Social Services for the welfare and development of children in Bangladesh. It
has two types of implementation strategy: it operates its own programs, and it
provides assistance and funding to NGOs running child protection programs.
Currently, MSW operates programs for the rehabilitation of orphans and day
care centers for the minors aged between zero to seven years. In 2003, 1,899
orphans were assisted through marriage (316), job placement (143), and
13

While this situation is unfortunate, experience from other countries revealed that (i) NGO
expenditure tends to represent only a small fraction of total SP expenditure; and (ii) most
programs operated by international NGOs do not involve direct transfers of resources to
beneficiaries, a key element of the SP definition adopted for this project. In particular, several
child protection programs identified in other countries were concentrating on advocacy and
capacity-building, where any assessment of beneficiaries is impossible. Many of these programs
would, thus, not qualify for inclusion in this project. Additionally, many government programs
are operated through NGOs and information on these is available. The omission of the
information on many NGO programs is, thus, not expected to significantly affect the outcome
of this study.
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Table 4.11. Child Protection Programs, 2002-2003
Program

Institution/
Agency

Rehabilitation of Orphan Children
Financial Allocations for Orphan Children
Rehabilitation of Young Children
(0-7 yrs; baby homes)
Day Care Center for Children of
Low Income Employed Women
Training and Rehabilitation of
Destitute Children
Eradication of Hazardous Child Labor
Vocational Training Program for
Working Children

Job Placement Program for
Working Children
Employment Generation Livelihood Skill
Training for the Underprivileged Children
Advanced Vocational Training and
Job Placement for the
Underprivileged Children
Cash for Education
School Feeding Program
Total

Beneficiaries
(number)

Expenditure
(million)

MSW
MSW
MSW

1,889
25,833
124

3.0
124.0
1.5

MSW

101

0.1

MSW

1,895

19.0

MoLE

5,000

34.6

527

0.3

268

0.1

1,000

0.5

2,192

7.9

550,000

550.0

1,200,000
1,788,829

1,141
1,882

Dhaka
Ahsania
Mission

UCEP

Ministry of
Education
WFP

Source: Documents of various government departments and NGOs.

educational training (1,440). There are 73 centers for orphans in Bangladesh
run by the Department of Social Services. The department is also providing
grant support to NGOs to run 1,930 orphan rehabilitation centers. Total
financial support in 2003 was Tk124 million and around 25,800 orphans
benefited from it.
MSW also runs six homes for abandoned children aged between zero to
seven years. These homes provide shelter, care, and schooling; 124 children
were resident in these homes in 2003. In Dhaka city, there is a day care center
for the children of low-income working women; 101 children received services
from this center in 2003. Training and rehabilitation programs for the destitute
children aged six to 14 years also strengthen children’s protection. There are
two such training and rehabilitation centers in Bangladesh—one in Gazipur
and the other in Gopalgonj district. Through a combination of general education
and technical training, 1,895 boys and girls have been rehabilitated.
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3. Ministry of Labor and Employment Child Protection Programs
The MoLE is mainly focused on the eradication of child labor. At present, it
has one project titled, “Eradication of Hazardous Child Labour in Bangladesh.”
The program has targeted 10,000 child laborers working in hazardous jobs in
Dhaka and Chittagong metropolitan areas. In the last year, phase 1 of the
program has been completed and 5,000 child laborers have been rehabilitated
through nonformal education and various types of vocational training. After
being trained in different vocational trade courses, the parents of the child
laborers received microcredit to make a job of their own and thus, freed the
child from the need to work. A total of Tk34.7 million was spent in 2003 for
this program. The program is being implemented by NGOs.
4. Ministry of Education Child Protection Programs
Primary education was made compulsory in Bangladesh with the enactment
of Primary Education Act in 1990 in order to educate every child, so that the
country could be emancipated from the curse of illiteracy by 2006. In order to
make the program successful within the target period, the Government
launched an incentive program to encourage poor guardians to send their
children to school, instead of engaging them in income-generating activities.
The goal of the program is to increase the enrolment rate as well as reduce the
drop out rates. The Government introduced a Food for Education Program
(FFE) to achieve this goal in FY1993/94 in 4,670 unions of 460 upazilas; this
program finished in June 2002. Due to huge irregularities and malpractices,
the FFE Program had not been renewed. A stipend program was simultaneously
undertaken in 2000 in the remaining 3,208 unions of the country. A total
amount of Tk550 million has been disbursed to approximately 0.55 million
students across the country as Cash for Education, instead of FFE in the
financial year 2002-2003. Under the program, poor families are getting stipend
of Tk100 for one child and Tk125 for more than one child per month for
sending their children to school.
The WFP also has a very large school feeding program that benefits around
1.2 million children with a total expenditure in excess of Tk1,100 million.
5. Plan Bangladesh
Children are at the heart of all activities of Plan Bangladesh. It is working in
four districts: Dinajpur, Gazipur, Lalmonirhat and Nilphamari, and
metropolitan city Dhaka with the commitment of reaching the poor people
deprived of their rights through a highly participatory process called, “childcentered community development approach.” It has four programs: community
health care, community learning program, family economic security, and
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enabling environment for children. Health care, vocational training, preschooling,
and awareness development are the major activities of Plan Bangladesh under
these programs. In 2003, a total of 145,000 people have benefited from these
programs with a cost of Tk175.5 million. Although children are the prime targets
of this program, in reality, it is essentially an integrated project involving
community development, awareness-raising, training and capacity-building,
health care and education. It is considered to fall outside our definition of SP in
that it involves few direct transfers of resource to individual children or
households. It will therefore not be included in this study.
6. UCEP and Dhaka Ahsania Mission
NGOs Dhaka Ahsania Mission and Underprivileged Children’s Education
Program (UCEP) are providing formal and nonformal education and vocational
training for working children in urban areas. Both organizations concentrate
their activities in Dhaka city. After successful skills development training, trainees
are provided with a suitable job according to their qualifications. In 2002-2003,
Dhaka Ahsania Mission and UCEP respectively assisted 1,795 and 2,192 working
children in Dhaka city. More detail on UCEP’s operation is given in Box 3.

V. Synthesis of Results
This chapter synthesizes the information obtained from the review of
Bangladesh’s SP activities contained in Chapter 4. Thus, the information
obtained is used to derive indicators required to formulate an SPI. The
proposed methodology concentrates on the following items:
(i) annual expenditures on Social Protection,
(ii) the coverage of SP programs and activities, i.e. the number of
beneficiaries, and
(iii) the distributional impact of SP activities.
For details concerning the methodology see the section Social
Protection Index and Multicountry Analysis of this book.

A. Social Protection Expenditure
Ideally, the total expenditure on the activities that involve one or more of the
SP components should be available from the government budget and other
“top-level” information. In Bangladesh’s case, it was, however, necessary to
obtain almost all the information from discussions with agency representatives
and miscellaneous reports, as there is no centralized source of data on Social
Protection.
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Box 3: UCEP: Creating Miracles for the Urban Working Children
UCEP (Underprivileged Children’s Education Program) Bangladesh was
established in 1972 with a vision to become a leading human resource
development organization in providing cost-effective nonformal education,
marketable skill development training, and employment promotion for poor,
working, and distressed children and adolescents in urban Bangladesh. The
underlying objective of the organization is to raise the socio-economic condition
of the urban poor to a level that they can effectively participate in national
development with enhanced capacity and dignity and fulfilment of their basic
rights. UCEP believes that basic education, skill development training, and
opportunity for employment can bring changes in the lives of the working
children. To fulfill the mission of the organization, UCEP provides the following
services:
• Provide nonformal primary and lower secondary education to prepare the
target group for vocational education and enable them to continue further
education in mainstream education system.
• Provide low cost market oriented effective technical education to general
school graduates.
• Provide low cost marketable training to general school graduates.
• Arrange on the job training for the students and provide employment
support services to the graduates.
Since its establishment, a total of 112,557 working children were enrolled
in UCEP schools and more than 16,000 children were given skills development
training and placed in different jobs after the employment support service was
introduced in 1988. Besides carrying out the regular activities, UCEP has also
undertaken activities to enrich the education program like health support to
the children, publicity, and training.
Apart from the service delivery, UCEP is also carrying out advocacy and
lobbying activities. The major activities are: (i) conduct sensitizing workshops
with NGO/GO on the issues of Child Rights; (ii) organize exchange meetings
between UCEP and the industrialists and employers on improvement of working
conditions, wages and other issues of UCEP graduates and child laborers; (iii)
strengthen networking and linkage with employers for uninterrupted
opportunities for employment of the graduates and update the training
curriculum as the changing demand of the market.
UCEP is supported by various development partners for its different
programs. DANIDA, DFID, NORAD and SDC are the partners for regular
programs and Save the Children, Sweden, Plan International, International
Labour Organization and UNESCO are the partners for special programs.
UCEP is now recognized as an organization, which is bringing a meaningful
change in the lives of the working children. UCEP along with its development
partners is creating miracles for the working children.
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Table 5.1 consolidates the information on the annual expenditure on SP
programs contained in Chapter 4. The data includes the major programs
financed by the funding agencies and NGOs as well as the Government. In
practice, the great majority of international funds are channelled through the
central government or partner NGOs, who implement most of the SP programs
in Bangladesh. Table 5.2 contains a summary of this information by SP
component.
According to Table 5.2, the total expenditure on SP activities in
Bangladesh for 2003 was around about Tk114 billion ($1.93 billion), which is
equivalent to around 3.8% of GDP and Tk850 per capita ($14.4). Microcredit
programs accounted for almost 60% of this expenditure, while social assistance
programs accounted for another 23% of the total. Expenditure on the remaining
components of SP (labor market, social insurance, and child protection
programs) amounted to around 20% of the total. It should be noted that if
microcredit were deemed to fall outside the definition of Social Protection,
total SP expenditure would drop to Tk48 billion, 1.6% of GDP.

B. Coverage of Social Protection Programs
The second proposed component of the SPI is the coverage of SP programs.
The available data and information on the number of beneficiaries of the SP
programs listed in Table 5.2 are presented in Table 5.3. It was not possible to
access data for some of the smaller programs. However, information on all the
larger programs is available or can be estimated. It is not always possible to
quantify the number of beneficiaries for those programs that deal primarily
with capacity-building awareness-raising, and institutional/legislative reform.
Table 5.4. provides the basis for deriving the coverage component of the
SPI. It establishes the pairings of SP programs and key target groups for SP
activities, i.e. those that should be included as part of the SPI. This approach
is considered to represent the most logical method for deriving a coverage
indicator for SP. This method is preferred for three main reasons:
(i) It overcomes the problem of different countries having different
types of program targeted at identical groups, e.g. pensions and
social assistance—both targeted towards the elderly, and health
insurance and health subsidies both targeted to the sick;
(ii) The coverage rates derived for each target group will be more easily
understood by policymakers in both the national and international
context, if they provide an indication of the demand for SP, e.g.
the number of poor households in a country receiving assistance,
the number of disabled people who are/ are not receiving assistance;
and
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Table 5.1. Annual Expenditure on Social Protection by Subcomponent
SP Component/Program

Labor Market Programs
Rural Social Service (RSS) for By-Passed Groups
Through Income-Generation Activities
Self-Employment for Destitute Women
(Sewing Machine)
Vocational Training, Employment Generation,
Family Welfare, And Social Education
For Destitute Women
Skills Training Program For Destitute Women
Food/Cash For Work
Test Relief (Tr)
Employment Creation Through LGED’s Rural
Infrastructure Development Program
Providing Training Program
Providing Vocational Training
Employment-Generation for Women Through
Rural Maintenance Program
Employment Loan tor the Poor
Practical Skills Development Training
Urban Poor Development Program–Human
Development Training and PSD
State-Owned Enterprise Retrenchment Program
Sub-Total
Social Insurance Programs
Pensions and Family Pensions for Retired
Government/Semi-Government Employees
Medical Allowance to Pensioners
Old Age Allowance
All Microinsurance Programs Involving
Health Insurance
Sub-total
Social Assistance Programs
Rural Social Services for By-Passed Groups
by Providing Education, Health,
Water Supply and Sanitation
Widowed and Deserted Women
Honorary Allowance for Hard-Up
Freedom Fighters
Financial Assistance for Treatment and
Rehabilitation of Burn–Affected Poor People
Govt. Rehabilitation Center for Vagabonds
Treatment Facilities for Poor and
Disadvantaged Patient
Vulnerable Group Feeding (VGF)

Institution/
Agency

Expenditure
(Tk million)

MSW

202.3

MSW

4.0

MSW

0.2

MWCA
MFDM
MFDM
MLG

11.0
271.3
165.5
389.6

MSW
MSW
Care Bangladesh

8.1
66.7
716.2

Karma Sangsthan
(Employment) Bank
Proshika
Proshika

275.0
32.5
192.8

Ministry of Finance

6,595.3
8,930.5

Ministry of Finance

8,802.0

Ministry of Finance
MSW

800.0
749.5

Various NGOs

25.0
10,376.5

MSW

27.4

MSW
MSW

397.7
300.0

MSW

4.9

MSW
MSW

1.2
56.8

MSW

997.1
continued next page
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Table 5.1. Annual Expenditure on Social Protection by Subcomponent
(continued)
SP Component/Program

Gratuitous Relief (GR)
Food Based Social Safety Net Program
Adasha Gram Project (shelter for poor families)
Housing Fund for the Distressed
Asrayan Project (rehabilitation program
for the landless poor)
Literacy Program for Destitute Women
Shakti Foundation for Disadvantaged Women
Vulnerable Group Development
Integrated Food Security
Rural Development
Program on Mitigating Risk from Natural Disaster
All Disability Programs
Sub-total
Microcredit Programs
Grameen Bank
ASA
BRAC
Buro, Tangail
Caritas, Bangladesh
Swanirvar Bangladesh
Microfinance Program for the Marginalized
Interest-free Loan for Destitute Women
Housing Loan for Disadvantaged Groups
Microfinance for Poor Men and Women
Through Pally Daridra Bimoson Foundation
(PDBF)
Sub-total
Child Protection Programs
All MSW Child Protection Programs
Eradication of Hazardous Child Labor
Dhaka Ahsania Mission and UCEP programs
Food/Cash for Education
School Feeding Program
Sub-Total
GRAND TOTAL

Institution/
Agency
MSW
MFDM
ML
MFDM
MH

Expenditure
(Tk million)
10.0
18,000.0
1,999.0
535.0
570.6

MSW
Shakti Foundation
WFP
WFP
WFP
MSW
MSW

GB
ASA
BRAC
Buro, Tangail
Caritas
SB
MSW
MSW
MSW
RDD

17.7
842.8
2,186.4
237.6
237.6
250.0
162.0
26,833.80
21,467
20,014
20,700
1,083
901
458
14
80
50
1,800

66,567
MSW
MoLE
Dhaka Ahsania
Mission/ UCEP
Ministry of Education
WFP

147.6
34.6
8.8
550.0
1,141.0
1,882.0
114,589.80

Source: Chapter 4.
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Table 5.2. Summary of Annual Social Protection Expenditure and Indicators
SP Component

Expenditure
(Tk million)

Labor Market Programs
Social Insurance
Social Assistance
Micro-/Area-wide Programs
Child Protection
Total
Indicators of Social Protection Expenditure
As % of GDP
SP expenditure per capita (Tk)

8,931
10,377
26,672
66,567
1,882
114,429

(%)

8
9
23
58
2
100

3.8%
851

Source: Table 5.1.

(iii) The issue of double counting, which would have arisen if the
beneficiaries of all programs had been added up and expressed as
a percentage of the overall population,14 is largely avoided.
Table 5.4 shows the relationship between the categories of SP programs,
the corresponding target groups and the reference population. It also defines
the reference populations that will be used to derive the coverage indicators.
In the course of the study, there was considerable debate over how to define
the reference population. Table 5.4 presents two definitions of the reference
population: the narrow definition of the reference population attempts to
approximate the target population, while the wide definition includes the
total population who could receive benefits from each category of program.
It should also be noted that there will sometimes be overlaps between
both programs and target groups: social insurance schemes usually provide
both health and pension benefits; on the other hand, poor children will be
targeted by both education subsidy programs (directly) and microcredit
programs (indirectly). With the approach being proposed, beneficiaries of a
particular program can be allocated to more than one target group; conversely,
overlaps between different programs for the same target group need to be
excluded.
The next step is to relate the information on SP programs contained in
Table 5.3 to the target groups shown in Table 5.4. The results of this step are
presented in Table 5.5. Where beneficiary information was not available, the
14

Other reasons for discarding this approach are: (i) the indicator would be dominated by the
largest programs (programs targeted at smaller groups, such as children and the disabled,
would have minimal impact); and (ii) the resultant indicator would be difficult to interpret.
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Table 5.3. Beneficiaries of Major SP Programs, 2003
SP Component/Program

Labor Market Programs
Rural Social Service (RSS) for By-Passed Groups
Through Income-Generation Activities
Self-Employment For Destitute Women
(Sewing Machine)
Vocational Training, Employment Generation,
Family Welfare, and Social Education For
Destitute Women
Skills Training Program for Destitute Women
Food/Cash For Work
Test Relief (TR)
Employment Creation Through LGED’s Rural
Infrastructure Development Program
Providing Training Program
Providing Vocational Training
Employment-Generation of Women Through
Rural Maintenance Program
Employment Loan for the Poor

Practical Skills Development Training
Urban Poor Development Program–Human
Development Training and PSD
State-Owned Enterprise Retrenchment Program
Social Insurance Programs
Pensions and Family Pensions for the Retired
Government/Semi-Government Employees
Medical Allowance to Pensioners
Old Age Allowance
All Microinsurance Programs Involving
Health Insurance
Social Assistance Programs
Rural Social Services for By-Passed Groups by
Providing Education, Health, Water Supply,
and Sanitation
Widowed and Deserted Women
Honorary Allowance for Hard-Up
Freedom Fighters
Financial Assistance for Treatment and
Rehabilitation of Burn-Affected Poor People

Institution/
Agency

Beneficiaries
(000s)

MSW
MSW

1
58

MSW

<1

MWCA
MFDM
MFDM
MLG

22
60
331
260

MSW
MSW
Care
Bangladesh
Karma Sangsthan
(Employment)
Bank
Proshika

8
67
160
(all participants)
9

65

Proshika
Ministry of Finance

964
41

Ministry of Finance

180

Ministry of Finance
MSW

180
500

Various NGOs

1,393

MSW

50

MSW
MSW

266
50

MSW

8
continued next page
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Table 5.3. Beneficiaries of Major SP Programs, 2003 (continued)
SP Component/Program

Govt. Rehabilitation Center for Vagabonds
Treatment Facilities for the Poor and
Disadvantaged Patient
Vulnerable Group Feeding (VGF)
Gratuitous Relief (GR)
Food-Based Social Safety Net Program
Adasha Gram Project (Shelter For Poor Families)
Housing Fund for Distressed
Asrayan Project
(Rehabilitation Program For Landless Poor)
Literacy Program for Destitute Women
Shakti Foundation for Disadvantaged Women
Vulnerable Group Development
Integrated Food Security
Rural Development
Program on Mitigating Risk From
Natural Disaster
All Disability Programs
Microcredit Programs
Grameen Bank
ASA
BRAC
Buro, Tangail
Caritas, Bangladesh
Swanirvar Bangladesh
Microfinance Program for the Marginalized
Interest-free Loan for Destitute Women
Housing Loan for Disadvantaged Groups
Microfinance for Poor Men and Women
Through Pally Daridra Bimoson Foundation
(PDBF)
Child Protection Programs
All MSW Child Protection Programs
Eradication of Hazardous Child Labor
Dhaka Ahsania Mission and UCEP programs
Food/Cash for Education
School Feeding Program

Institution/
Agency

Beneficiaries
(000s)

MSW
MSW

2
284

MSW
MSW
MFDM
ML
MFDM
MH

648
13
10,000
16
15
16

MSW
Shakti Foundation
WFP
WFP
WFP
MSW
MSW

20

GB
ASA
BRAC
Buro, Tangail
Caritas
SB
MSW
MSW
MSW

641
206
534
46
50
54
5
16
3

RDD

600

MSW
MoLE
Dhaka Ahsania
Mission/ UCEP
Ministry of Education
WFP

Source: Chapter 4.
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Table 5.4. Social Protection Target Groups, Types of SP Programs and
Reference Populations
Target Group

Types of SP Program*

Reference
Population—
Narrowly
Defined

Reference
Population—
Widely
Defined**

The Unemployed
and
Underemployed

All labor market programs (relevant
training and job creation through
SME support); food for work
programs; targeted public works
programs

The
unemployed
and the
underemployed

Total labor
force/active
population

The Elderly

Pensions
Social assistance to the elderly

Population
aged 60+
years

Population
aged 60+
years

The Sick

Formal health insurance
Microinsurance
Subsidized health costs or
exemptions
Senior citizen treatment allowance

Total
population

Total
population

The Poor
(especially the
severely poor and
disadvantaged)

All recipients of basic social welfare/ Poor
assistance payments
population
Land tax exemptions
Residential care for vulnerable
groups
Food aid
But excluding education and health
programs as well as those for the
disabled
Microfinance/credit
Poor
population

Total
population

The Disabled

All forms of assistance programs for The disabled
the disabled (including recipients of population
social assistance, training programs)

The disabled
population

Children with
Special Needs
(CWSN)

Educational programs (e.g. fee
Poor children,
All children,
exemptions, scholarships, school
aged 5-14 years aged 5-14
feeding programs, etc.) All other
years
identified child protection programs

Total
population

* These are generic programs and will vary from country to country.
** Essentially equivalent to the target population.
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Table 5.5.Coverage of Major1 SP Programs by Target Group, 2002-2003
Target
Group

The
Unemployed
and
Underemployed

The Elderly

The Sick

Applicable programs
(these should be
specified for each
country)
Employment generation
through loans
Training programs
Food for Work/direct
employment creation
programs
SOE Retrenchment
programs
Pensions for retired
public sector employees

Beneficiaries
(000s)
Program

Reference
Population
(000s)2
Wide

Coverage
(%)

Total

Narrow

Narrow Wide

2,045

16,700

42,000

12

5

996

8,300

8,300

12

12

1,857 134,000 134,000

1.4

1.4

14,5003

66,700 134,000

22

11

3474

11,336

66,700 134,000

17

8.5

68
1,125
811

41
180

Widowed and deserted
women

266

Old age allowance
Allowance for hard-up
freedom fighters

500
50

Medical allowances for
pensioners
Treatment facilities for
poor and disadvantaged
patient
Microinsurance–health
MSW Social assistance
allowances
Other social welfare
programs

180
284

1,393
124
321

The PPoor—
oor—
Social
Assistance

Food security3/safety
net programs
School feeding programs

13,198

The PPoor
oor
oor-Microcredit
Programs

All microcredit
programs
Loan-based income
generation programs
(RSS/ NGOs)

10,989

Disability
Programs

All disability programs
All CSWN programs
Food/Cash for Education

20

20

7,5005

7,500

0.3

0.3

39
550

1,789

17,600

35,400

10

5

School Feeding Program

1,200

Children with
Special Needs
(CWSN)

1,750

Minor programs have been omitted.
See Table 5.4 for definition; figures are estimated based on current population of 134 million, extrapolated
from 2001 data.
3
Some overlap between food security and other programs.
4
Total population in recipient households.
5
Based on recent national survey of disability undertaken by Handicapped International and the National
Forum of Organisations Working with the Disabled. Some disabled people will also benefit from general social
assistance programs.
Source: Table 5.3 and consultant estimates for beneficiaries; Chapter 2 Tables for reference populations.
1
2
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authors either used estimates based on discussions with the relevant officials
or, especially where no published data existed, derived their own estimates.
Coverage rates were then calculated for both the narrowly- and widelydefined reference populations. In interpreting the information presented in
Table 5.5, it should be noted that beneficiaries from some programs could
appear in more than one category or target group. It should also be pointed
out that in estimating the total number of beneficiaries within each target
group, some overlaps are bound to occur. Where possible, these have been
allowed for. However, given the nature of the programs for each target group,
it is considered that these overlaps are not significant and will have negligible
impact on the calculated coverage rates.
Using the narrow definition of the reference population more closely
approximates the target group; Table 5.5 shows that SP coverage rates for
most groups range from 0.3% to 22%, specifically:
(i) The highest coverage rates are for the poor through social
assistance, 22%, (especially food security) and microcredit
programs, 17%;
(ii) Coverage rates of 10-12% are obtained for labor market programs
(training and direct employment), the elderly (MSW old age
allowances) and children (school feeding);
(iii) The very low coverage of the sick for health insurance reflects the
absence of any formal health insurance system in the country as
well as significant programs to subsidize the health costs of the
poor; and
(iv) Coverage for the disabled, even allowing for the uncertainty over
the number of disabled is extreme, indicating the almost total
absence of programs targeted at this group.
In the section Social Protection Index and Multicountry Analysis of this
book, the seven indicators of coverage will be combined into a single indicator
for the SP coverage component.

C. The Distributional Impact of Social Protection Programs
The third proposed component of the SPI is the Distributional Impact of SP
programs in each country. This component of the SPI will be assessed:
(i) by estimating the proportion of poor people/households benefiting
from each type of SP program—poverty-targeting; and
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by examining the amount of income transferred by these programs
to the poor in relation to their average household incomes/
expenditures—impact on incomes.

1. Proportions of Poor Households Benefiting from SP Programs:
Poverty-Targeting
The poverty-targeting indicator that has been adopted is the ratio of the
number of poor beneficiaries of SP programs to the total poor population.
This indicator can be derived from an ad hoc estimation of the proportion of a
program’s beneficiaries, who are poor (using the official poverty line) or through
the analysis of household survey data. The second approach is likely to yield
the more robust results:
(i) Institutions responsible for executing the major SP programs rarely
maintain data disaggregated by poor and nonpoor households; and
(ii) Household survey information permits the identification of
overlaps between programs (i.e. households receiving benefits from
more than one program).
In Bangladesh’s case, there is no recent available survey data on the
poverty-targeting of SP programs. Accordingly, it was necessary to adopt an ad
hoc approach, whereby estimates of the poverty-targeting were made based
on interviews with government and nongovernment officials working in these
areas, and the consultants’ own estimates.15
The source data for estimating the poverty-targeting indicator is the
information on coverage of SP programs contained in Tables 5.3 and 5.5. The
results are presented in Table 5.6. There were two steps in preparing this Table:
(i) estimating the number of poor beneficiaries for each of the
identified SP programs, and
(ii) estimating the overlaps between schemes.
2. Estimating the Number of Poor Beneficiaries
Given the unavailability of primary information, the number of poor beneficiaries
of the SP programs has been estimated using the following principles:
(i) if a program can be afforded only by the nonpoor, then 0% of the
beneficiaries are assumed to be poor;
(ii) if the program is exclusively targeted towards identifiable groups
of poor, then close to 100% of the beneficiaries are assumed to be
poor;
15

Where even qualitative estimates could not be obtained from the responsible agencies.
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(iii) if the program is more general in nature in terms of povertytargeting, then 49.8% of the beneficiaries is assumed poor;16 and
(iv) varying these percentages based on knowledge17 of the targeting
of individual SP programs.
The resultant estimated poverty-targeting rates and numbers of poor
beneficiaries are given in columns 3 and 5 of Table 5.6.
3. Estimation of Overlaps18
If there are no overlaps between programs, the overall poverty-targeting rate
would be obtained by summing up the poor beneficiaries of all programs: 25.6
million, which would give a poverty-targeting of 38%—this can be seen as the
“upper-bound” estimate. On the other hand, a “lower-bound” of 18% is
obtained taking the poverty-targeting rate of the program with the highest
number of poor beneficiaries, i.e. food security. This implies that the
beneficiaries of all other programs receive food aid—this is the “lower-bound”
estimate.
The actual poverty-targeting rate lies somewhere between these two
extremes, i.e. some poor beneficiaries of other SP programs will also receive
food aid. Most of Bangladesh’s SP programs are targeted at the poor, especially
at rural areas and especially at women. Some overlaps are therefore probable,
particularly between the food security programs and other programs. On the
other hand, given that, even with the “upper-bound” estimate with less than
half of the poor population is covered, overlaps will, in general, be small.
In order to obtain poverty-targeting the “best estimate” of the povertytargeting of SP in Bangladesh, and in the absence of other information, it is
assumed that the overlap rate between the food security and most other
programs will be 18%, i.e. the same as the overall proportion of the poor
benefiting from the food aid programs. Exceptions to this “rule” are shown in
Table 5.6; they mostly concern MSW assistance programs targeted at distinct
vulnerable groups, e.g. children with special needs, the disabled, and freedom
fighters. The overlap rates are inserted into column 6 of Table 5.6 before
being multiplied19 by the number of poor beneficiaries to give the net number
16
17

18

19

The headcount poverty estimate from Chapter 2.
From reports and discussions with officials concerning the amount of “leakage,” i.e. the
proportion of beneficiaries who are not part of the original target group.
This is a necessary step. It is not realistic to use poverty-targeting rates for individual SP
programs in the construction of an SPI, as these will vary considerably from country to country.
Zero percent means no overlap; 100% means a complete overlap. Therefore, Net Poor
Beneficiaries = Poor Beneficiaries (1-overlap).
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MSW Social Assistance
Allowances
Other Social Welfare Programs
Food Security/Safety
Net Programs
All Microcredit Programs

Training Programs
Food for Work/Direct
Employment-Creation
Programs
SOE Retrenchment Programs
Pensions for Retired Public
Sector Employees
Old Age Allowances
Allowances for Hard-Up
Freedom Fighters
Formal Health Insurance
Schemes
Treatment Facilities for Poor
and Disadvantaged Patient
Microinsurance-Health

SP Program*

25
0
100
100

41
180
500
50

100
100
90
73

321
13,198
11,074

73

1,278
124

100

284

0

90

50

(%)

811

1,125

All
Beneficiaries
(000s)

Derived from Sagar,
op cit ions.

Targeted at the poorest
Some leakage is probable

Targeted at the poorest

Derived from Sagar, op cit

Targeted at the poorest

Not accessible to the poor

Targeted at the poorest
Targeted at the poorest

Targeted at the poor but
some leakage is probable
Many will not be poor
Not accessible to the poor

Estimated from discussions

Comments

Poverty-Targeting

Table 5.6. Poverty-Targeting of Social Protection Programs

8,275

321
11,878

124

1,017

284

0

500
50

10
0

730

563

Poor
Benefits

18

18
0

0

100

18

18
0

0

18

18

%

*

*
Largest program

Will also receive
microcredit
Overlaps unlikely

*

No poor beneficiaries

*
Overlaps unlikely

Overlaps unlikely
No poor beneficiaries

*

* (see note below)

Comments

Program Overlap

6,786

263
11,878

124

0

233

0

410
50

10
0

599

461

Net
Poor
Benefits
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73
80
100
90
90

20
39
550
1,200
31,137

(%)

342

All
Beneficiaries
(000s)

Derived from Sagar,
op cit ions.
Some disabled will not be poor
Targeted at the poorest
Some leakage is probable
Some leakage is probable
Poor (including overlaps)

Comments

Poverty-Targeting

34%

18%

38%

66,700

250
16
39
495
1,080
25,356

Poor
Benefits

18
0
0
18
18

%

*
Overlaps unlikely
Overlaps unlikely
*
*
Poor
(Excluding overlaps)

Comments

Program Overlap

205
16
39
406
886
22,365

Net
Poor
Benefits

The coverage rate of the food security programs is 18%. Therefore, we assume that 18% of beneficiaries of most other programs will also receive food aid.
Overlaps between other programs are unlikely to be significant and will not significantly affect the results.
** Some small programs have been omitted to facilitate computations. Programs occurring twice in Table 5.5 have only been included once.
Source: Tables 5.3, 5.5 and consultants’ estimates.

*

Poor Population (000)
Upper-Bound (With Overlaps/
Double Counting)
Lower-Bound
(Largest Program Only)
Best Estimate
(Excluding Overlaps)

Loan-Based Income-Generation
Programs
All Disability Programs
All CSWN Programs
Food/Cash For Education
School–Feeding Program (Wfp)
All Beneficiaries (000)

SP Program*

Table 5.6. Poverty-Targeting of Social Protection Programs
(continued)
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of poor beneficiaries in column 8. The “best estimate” of the overall povertytargeting rate is then obtained by summing this column. This summation
produces a “best estimate” for the overall poverty-targeting rate of 34%20—
one in every three poor people, 22.3 million in Bangladesh currently receive
some SP assistance. This estimate will be retained for the formulation of
the SPI.
4. Impact of SP Programs on Household Incomes/Expenditures of Poor
The poverty-targeting rate provides an indication of the distributional impact
of SP programs. However, it gives little indication of the “effectiveness” of
the interventions, i.e. what impact do these interventions have on the income/
expenditure of the poor. The objective is to derive an indicator of SP
expenditure to the poor population as a percentage of the poverty line income.
The computation of this indicator is shown in Table 5.7. The Table
essentially replicates Table 5.6 with the expenditure data from Table 5.2 being
substituted for the beneficiary information. The poverty-targeting rates are
the same as those from Table 5.6 and multiplying these by the expenditure on
each program gives the amount of SP expenditure going to the poor. There is
no need to allow for overlaps between programs, except to exclude those
programs affecting more than one target group, e.g. social pensions for the
elderly.
Table 5.7 shows that, in 2003, the total SP expenditure on poor
beneficiaries was around Tk79 billion ($1.35 billion), equivalent to just less
than 70% of total SP expenditure. Almost 60% of this expenditure relates to
microcredit loans.
Per capita SP expenditure on the poor was then calculated and related
to the poverty line income. The results are shown in Table 5.8. Two indicators
are presented:
(i) Per capita SP expenditure on the poor as a percentage of the
(estimated) 2002/03 poverty line: 15%;
(ii) As above but for poor beneficiaries only: 45%.
Again, if microcredit was excluded, these percentages would
decrease considerably.
The advantages and disadvantages of each will be discussed in
the forthcoming section Social Protection Index and Multicountry
Analysis of this book.
20

It should be noted that major variations in the overlap rate would be required to significantly
change the overall poverty-targeting rate. This is most sensitive to changes in the overlap
rate between food aid and microcredit schemes.
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Table 5.7. Impact of SP Expenditure on the Income of Poor Households
Variable

Value

Total SP Expenditure on the Poor (Tk million)
Poor Population (‘000)66,700
SP Expenditure/Poor Person (Tk/person)
Poverty Line Income Per Capita (annual) (Tk/person)*
Per Capita SP Expenditure as % of Poverty Line Income
Percent of Poor Receiving SP Assistance (from Table 5.6)
Per Capita SP Expenditure as % of Income of Poor Beneficiaries

79,000
1,184
7,820
15%
34%
45%

*From LSMS, 2002/03.
Source: Tables 5.6, 5.7 and consultants’ estimates.

Table 5.8. SP Expenditure on the Poor
SP Program*

All SP
Expenditure
(Tk million)

Training Programs
Food for Work/Direct EmploymentCreation Programs
SOE Retrenchment Programs
Pensions for Retired Public Sector
Employees
Old Age Allowances
Allowances for Hard-Up
Freedom Fighters
Formal Health Insurance Schemes
Treatment Facilities for the Poor and
Disadvantaged Patient
Microinsurance-Health
MSW Social Assistance Allowances
Other Social Welfare Programs
Food Security/Safety Net Programs
All Microcredit Programs
Loan-Based Income-Generation
Programs
All Disability Programs
All CSWN Programs
Food/Cash for Education
School feeding Program (Wfp)
All SP Expenditure

Poverty-Targeting SP Expenditure
on the Poor
(%)
(Tk million)

311
1,543

50
90

156
1,388

6,595
8,802

25
0

1,649
0

750
300

100
100

750
300

800

0

0

57
25
459
4,185
21,421
66,567

100
73
100
100
90
73

57
18
459
4,185
19,279
48,594

481
162
191
550
1,141
114,340

73
80
100
90
90

351
130
191
495
1,027
79,028

Source: Tables 5.2 and 5.6.
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3 Indonesia
HANANTO SIGIT
SOEDARTI SURBAKTI

I.

Summary of Main Results

T

otal expenditure on Social Protection (SP) in 2002/03 was
around Rp40.2 trillion ($4.7 billion), around 1.9% of GDP. Over
70% of total SP expenditure was on social insurance; the next
most important component of SP was social assistance, which
accounted for 20% of the total. Expenditure on the other SP
components amounted to around 10% of the total (see Tables 5.4 and 5.6).
Coverage rates1 for the six key SP target groups2 vary markedly: from
almost 80% for children living in poverty to under 10% for microcredit programs
and those targeted at the unemployed/underemployed and the disabled. Over
40% of the population receives health assistance either through membership
of formal insurance schemes or subsidized treatment costs. Similarly, over
40% of the poor receive social assistance primarily through food security
programs (see chapter V.B and Table 5.8).
Around 27 million poor people are estimated to be beneficiaries of some
form of SP assistance—almost three quarters of the total poor population—
the majority of these are recipients of food security program (see Table 5.10).

1

2

Coverage = number of beneficiaries/reference population (see Section V.B). It should be
noted that these coverage rates and most of the following indicators have been estimated
from discussions with officials responsible for individual SP programs and the authors
themselves owing to the unavailability of household survey data that would have both
facilitated the tasks and led to more accurate estimates.
The unemployed and the underemployed, the elderly, the sick, the poor, the disabled, and
children with special needs.
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In 2002/03, SP expenditure of around Rp5.7 billion (around 14% of total
SP expenditure) went to the poor, who currently make up around 17% of the
population. Over 40% of the SP expenditure going to the poor came from food
security programs. Total SP expenditure on the poor was equivalent to around
11% of the poverty line income, rising to 15%, if only poor beneficiaries were
included (see Table 5.12).
Table 1 summarizes the key SP indicators that have been derived. These
are the indicators that will be used to formulate the Social Protection Index
(SPI).

II. Country Overview
This chapter presents a brief overview of Indonesia’s social and economic
characteristics. These characteristics are considered to be particularly relevant
to the SP issues.

A. Geography
Indonesia is part of Southeast Asia and bracketed by the mainland of Asia and
Australia. It consists of five big islands, namely Sumatera, Java, Borneo, Celebes,
and Papua, and thousands of small islands. The size of the land mass is around
1.9 million km2. It is located between 60 45’ northern and 110 15’ southern
latitude, and between 950 45’ and 1410 05’ eastern longitude. Situated at the
equator, Indonesia has only two seasons, namely wet and dry season seasons,
respectively in the period of October-March and April-September. The average
temperature is between 230 C and 360 C during daytime and around 130-320 C
at night.
The country is divided into 30 provinces and according to a newly issued
law, two more provinces will be established. With the implementation of
decentralization of administration, which started in 2001, the number of subprovince administrative units is rapidly growing. The number of regencies
and municipalities, which was only 278 in the year 2000, had increased to 420
in 2004. Similar rapid increases, are found in the number of subdistricts and
villages being created.

B. Population
Indonesia is the world’s fourth most populous country. Based on the 2000
Population Census, the Indonesian population was a little over 205.8 million.
This figure is believed to be underestimated due to incomplete enumeration.
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Table 1. Summary of Key SP Indicators
SPI Component

Indicator

(%)

Indonesia Estimate (%)

Expenditure on SP

Total SP expenditure as
% of GDP

Coverage of SP

Reference population—
narrow

The Unemployed/
Underemployed

Beneficiaries as % of
total unemployed/
underemployed

6.5

The Elderly

Elderly receiving
assistance as person
of population aged
60+ years.

16.0

As for “narrow”
reference population

16.0

The Sick

% of population with
health insurance or in
receipt of subsidies

42.0

As for “narrow”
reference population

42.0

The Poor/Social
Assistance

% of poor population
receiving some social
assistance/welfare

43.0

% of total population

7.5

The Poor/
Microcredit

% of population
receiving loan

5.3

% of total population

0.9

The Disabled

Disabled beneficiaries
as % of disabled
population

2.0

As for “narrow”
reference population

2.0

Children with
Special Needs
( CWSN)

CWSN receiving
assistance as % of poor
children aged 5-14 years

1.9

Reference population–—wide

77.0

As % of total labor force

1.6

% of all children
aged 5-14 years

17.0

% of poor population who receive some assistance
SP expenditure per poor person as % of annual per
capita poverty line income/expenditure

73

SP expenditure per poor beneficiary as % of annual
per capita poverty line income/expenditure

15

Distributional
Impact of SP
Poverty-Targeting

Impact of SP
Transfers on
Household Income
Source: Chapter 5 Tables.
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Fortunately, Statistics-Indonesia was able to adjust through the registration
of voters for the recent general election. In 2003, the population was estimated
to be around 214 million.
Table 2.1 reveals that the rate of population growth has steadily declined
over the last 30 years—from 2.3% annually in the 1970s, to 1.9% in the 1980s,
and about 1.46% in the 1990s. The primary reason for this decline is the success
of family planning and social development programs implemented in early
1970s. The use of family planning devices among women at childbearing age
in the three decades increased from 28% in 1976 to 54.7% in 1994, and 60.3%
in 2002/03. The rapid pace of social and economic development during this
period contributed greatly to the lower population growth.
The decline in fertility and increase in life expectancy has caused the
population to age. As in Table 2.1, the proportion of children reduced markedly
from almost 37% in 1990 to 29% in 2003. On the contrary, the percentage of
the working age population has sharply increased from 57% to 66% during the
period 1990-2003. The ageing of the Indonesian population has not resulted
in a marked increase of the proportion of the elderly as it only increased 1%
during the ten-year period, from 1990-2000.
Table 2.1. Population Change in Indonesia, 1990-2003
Item

1990

Population
Population in million (%)
Urban in million (%)
Rural in million (%)
Age Structure
0-14 (%)
15-59 (%)
60+ (%)

2000

2003

179.25 (100)
55.44 (30.93)
123.81(69.07)

203.53 (100)
85.95 (42.23)
117.58 (57.77)

214.37 (100)
90,33 (42,14)
124,04(57,86)

36.65
57.06
6.29

30.43
62.38
7.18

29.57
65.90
4.53

Households
Households (million)
Average Household Size

39.70
4.52

50. 98
3.95

56.62
3.80

Vital Rates (per 1000)
Crude Birth Rate
Crude Death Rate
Rate of Natural Increase
Total Fertility Rate
Life Exp. at Birth (years)
Male (years)
Female (years)

25.84 (1987)
8.2(1986)
1.76
3.30 (1987)
59.80 (1986)
58.06 (1986)
61.54 (1986)

22.04 (1997)
7.34 (1996)
1.49
2.30 (1997)
65.43 (1996)
63.45 (1996)
67.30 (1996)

20,0 (2002)
7,5 (2002)
1.50
2.27
66.20 (2002)

Source: Various Publications of BPS (Statistics Indonesia and MOH (Ministry of Health).
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As would be expected, these changes have been accompanied by rapid
urbanization. The proportion of the urban population increased from 31% to
41% between 1990 and 2003. However, this increase is not only caused by
rural-urban migration, but also by the changing status of villages from rural to
urban areas due to economic and social development. People residing in
previously rural areas have become part of the urban population. However,
the relative importance of these two components of urbanization—rural-urban
migration and the changing status of villages—cannot be accurately
determined.
Social-economic development and modernization has caused a sharp and
consistent decrease in household size. Nuclear, rather than extended families,
are now the norm. More and more new families prefer to stay separate from
their parents. In consequence, the number of households increased by almost
50%, from 39.7 million to 56.6 million between 1990 and 2003. The average
annual growth rate was 3%—much higher than the population growth rate.
The population is unevenly distributed across the country. The island of
Java is the most densely populated area. It constitutes only 6.6% of the
landmass, yet it is inhabited by around two thirds of the population. The
range of population density in 2000 (BPS. Women and Men in Indonesia.
2001) is between 5 persons per km2 (Papua Province) to almost 15,000 persons
per km2 (DKI Jakarta Province).
The population of Indonesia is heterogeneous. It was reported that there
were 1,027 subethnic groups in the country speaking 278 different languages.
The eighth largest subethnic groups are the Javanese, Sundanese, Malay,
Madurese, Batak, Minangkabau, Betawi, and Buginese (Suryadinata, Arifin,
Ananta, 2003). The majority of the population is Moslem (around 87.5%).
Subethnic groups are known to predominantly adopt certain religions. For
example, most Sundanese are Moslem; most Batak Tobas are Christian; most
Balinese are Hindu; and most Chinese are Buddhist.

C. The Economy
In the 20 years preceding the Asian economic crisis in 1997, Indonesia
experienced rapid economic growth along with other East Asian economies
(Table 2.2). In the period 1990-1996, GDP increased by 6-8% annually and
lead to per capita GDP increasing from $706 to $1,155. The growth mainly
resulted from export-driven production, driven by rapid capital formation (by
more than 11% per year) largely financed through external funding, which
had been attracted to Indonesia since the economic reforms had been
implemented during the second half of the 1980s.
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Table 2.2 National Economy Indicators
Year

1980
1985
1990
1995
1996
1997
1998
1999
2000
2001
2002
2003

GDP
GDP
1993
Growth
Prices
(Rp trillion)
(%)
142.3
187.3
265.1
383.8
414.4
433.2
376.4
379.6
397.7
412.9
430.5
449.9

8.48
5.49
6.95
7.38
7.68
4.54
(13.13)
0.08
4.77
3.82
4.26
4.51

GNP
per
Capita
($)

640.33
1,043.69
1,154.93
1,094.66
508.29
689.79
654.77
663.94

GFCF
Growth
(%)

14.57
21.32
8.71
8.57
(33.01)
(19.94)
2.76
6.49
2.18
1.88

Source: Various BPS Publications
Notes: GDP=Gross Domestic Product
GFCF=Gross Fixed Capital Formation
AGR=Agriculture
XMFG=Export of Manufacturing Goods

FDI

AGR

($ billion) (%)

39,91
29,93
33,83
13,56
10,89
16,09
15,06
9,79
13,21

17.02
15.02
15.00
14.75

OIL &
GAS
(%)

31.87
26.72
26.48
33.19

MFG XMFG

(%) ($ billion)

7.41
8.12
7.09
6.88

29,33
32,12
34,99
34,59
33,33
42,00
37,67
38,73
40,88

GNP=Gross National Product
FDI=Foreign Direct Investment
MFG=Manufacturing

By the end of the 1980s, the Indonesian economy had recovered from
the slump of the early 1980s, with growth rates of around 6-7%. This was
close to the level during the oil boom period in mid-1970s. GDP grew even
faster during the period 1994-96, achieving 7.5% to 8.2% annual growth.
However, the economic crisis experienced in the middle of 1997 resulted in a
growth rate of only 4.6% in that year. After a rapid increase in the level of
GDP from $155.7 billion in 1990 to $223.2 billion in 1996, it declined to only
$109.7 billion in 1997 due to the lower growth rates and changes in the dollar
exchange rate.
Growth declined further in 1998 and 1999 by 13%; only an improved
exchange rate enabled GDP to attain $118 billion. During the last four years
(2000-2003), the economy has started to recover with a steady growth of 3-4%
annually. However, the political and security situation has not been conducive
for the economy to attain pre-crisis growth rates. This is indicated by lack of
recovery in capital formation, which decreased by around 30% during the crisis
years, from 2000 to 2003.
There are three key sectors in the Indonesian economy: oil, agriculture,
and manufacturing. Before the 1980s, agriculture had the largest share with
more than 60% of GDP. Increases in oil demand and prices during the first
half of the 1980s stepped up the role of oil in the Indonesian economy to
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achieve a 28% share in 1985. Since then, the shift in development strategy
from oil to non-oil exports has resulted in the share of the oil sector decreasing
to 17% in 1993 and under 9% in 1997. This trend continued after the economic
crisis: 7.3% of GDP in 2002 and 6.9% in 2003.
The role of agriculture is also consistently declining, from 60% before
the 1980s to 23% in 1985, down to only 16% in 1997. Naturally this is caused
by the much lower growth of agricultural sector as well as the rapid expansion
of the other sectors. On the contrary, the manufacturing sector, driven by
export oriented policies, increased its share from 11 to 18% during the period
1985-1993, and further increased to 23% in 1997 before the crisis. Throughout
this period, the manufacturing sector was the leading sector and it spurred
the recovery of the Indonesian economy late in the 1980s after the decline in
oil prices. It was the fastest growing sector, and contributed directly to about
30% of non-oil GDP growth, and three-quarters of non-oil export growth during
1986-1992. However, industrialization was badly hit by the crisis that its share
in GDP has remained almost constant since 1997. It currently constitutes
around 25% of GDP.
The pattern of economic development in Indonesia is not even. The
western part of Indonesia is more developed than the eastern part of Indonesia
with Java being the most developed area as well as the most populous. In the
east, the land areas are large and resource-rich, but the population is small
and infrastructure is underdeveloped. Consequently, development in these
parts has lagged.
Foreign direct investment was booming early in the nineties. Between
1995 and 1997, before the crisis, FDI reached its peak with a total of investment
of above $30 billion after the economic crisis, FDI plummeted to only around
$10-13 billion and has yet to recover.
Manufacturing export performance was a crucial factor in the Indonesian
economic growth between 1986 and 1997. Exports of manufactured goods
were almost stagnant during the period of the oil boom in 1981-86 at only
around $3-4 billion. Exports started to rapidly increase in 1987 to reach almost
$32 billion in 1996 through the rapid development of labor-intensive industries,
such as, textiles, garment, shoes, wood products, and paper, and later on
electronics products. In contrast, oil exports, which reached almost $21 billion
in 1981, declined to only around $8 billion in 1986. Agricultural exports slightly
increased due to increased production of commodities such as shrimps and
plantation crops.
Despite the rapid economic growth, there have been no major changes
in the structure of the manufacturing sector during this period. In line with
Indonesia’s comparative advantage, labor-intensive industries have continued
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to dominate: the manufacture and assembly of electronics, garments, shoes,
and toys. The capital-intensive and resource-based industries, such as
petrochemicals that were starting to develop, were badly hit by the crisis.

D. Government Expenditure
Government revenues and expenditures are summarized in Table 2.3. Taxes
are now a very important source of funds for the Government, making up
almost 80% of revenues. Nontax revenues, Rp82 trillion out of the total revenue
of Rp370 trillion, mainly consisted of the profits from state enterprises. The
budget shows a deficit of Rp34.4 trillion in the year 2003. This deficit is funded
by foreign assistance and some domestic sources.
On the expenditure side, the table shows that a great deal of the income
was spent on routine expenditure. Development expenditure only amounted
to Rp65.1 trillion, 26% of total central government expenditure. Almost a
third of the expenditure is allocated to the regions, reflecting the national
policy of decentralization.
The social welfare expenditures are part of the development budget,
while the routine expenditure is for paying employees, buying merchandize,
and paying interest on government debt. The government development
expenditure broken down by sectors is provided in Table 2.4. The expenditure
for social welfare includes the following main sectors: education, population,
social welfare, and housing.
Table 2.3. Central Government Budget, 2003
Revenue

(Rp trillion)

A. Domestic Receipt
1. Tax
2. Non-Tax
B. Gift

336.2
254.2
82.0
0

Deficit

34.4

Total

370.6

Expenditure

(Rp trillion)

A. Central Government
1. Routine
a. Employees
b. Merchandize
c. Interest
d. Subsidy
e. Others
2. Development
B. For Regions
1. Balancing Fund
2. Autonomy Fund
Total

253.7
188.6
50.2
15.4
82.0
25.5
15.5
65.1
116.9
107.5
9.4
370.6

Source: Republic of Indonesia: Financial Notes, 2003.
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Table 2.4. Development Expenditure by Sector, 2003
Sector

(Rp billion)

Industry

1,068.10

Agriculture
Irrigation

4,730.90
4,763.60

Manpower
Trade and Finance
Transportation
Mining and Energy
Tourism, Post & Tel.
Regional Development
Natural Resources &
Environment

347.70
1,597.00
9,052.10
3,183.50
437.60
2,978.70
510.60

Sector

(Rp billion)

Education, Culture, Youth
& Sport
Population and Families
Social Welfare, Health,
Empowerment of Women
Housing and Dwelling
Religion
Science and Technology
Law
Government Administration
Politics, Foreign Relation
Defense and Security
Total

15,058.10
450.90
6,594.00
1,853.50
133.50
1,112.40
1,020.50
2,719.30
326.70
7,191.10
65,129.80

Source: Republic of Indonesia: Financial Note, 2003.

E. Employment and Labor Force
The size of the labor force depends on the number of working age people and
the LFPR (Labor Force Participation Rate). This is the rate of population
aged 15 and above, who work and are looking for work, from all population
aged 15 years and above. The LFPR has been increasing faster than the working
age population since the 1980s due to the expansion of employment
opportunities resulting from the rapid economic development. In Indonesia,
the working population increased dramatically in the 1970s and 1980s caused
by the baby boom in the early 1950s after the war. Consequently, the labor force
in the 1970s experienced a high growth rate of 4% annually, which slowly declined
in the 1980s, but still exceeded 3%. Since then, the decline in the birth rate
has resulted in the labor force growing at around only 2% in the late 1990s.
In absolute terms, the labor force has increased by an average of 2.2
million since 1990. New labor entrants could not entirely be absorbed by the
formal sector leading to many entering the informal sector through selfemployment or work in household enterprises. The high percentage of informal
and agricultural workers indicates that the Indonesian labor market is still in
a state of labor surplus. It has agriculture/nonagriculture, rural/urban, and
formal/informal dimensions.
This employment structure has changed little in the last 20 years, even
during the period of high growth prior to the economic crisis. During the
period of the miracle economy in the early 1990s, employment in nonagriculture
expanded, absorbing agricultural workers. Accordingly, the share of agricultural
labor decreased from 56 to 44% during the period 1990-96. Along with this
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transformation, formal employment enlarged from 28 to 35%, and urban
employment grew rapidly at 7.6% per year. This period is known as a turning
point from labor surplus to labor scarcity, accompanied by general increases in
real wages.
This positive process of employment shift from the less productive
sectors to the more productive ones was not continued due to the economic
crisis in 1997. The crisis had reversed the process. A number of formal workers
shifted to the informal and agricultural sector. There was a shift from informal
nonagriculture to agricultural sector as well. During and after the economic
crisis, the labor surplus economy became more prominent. Labor surplus
became larger due to an increase in LFPR, from 58% in 1997 to 68% in the
year 2000 or a 10% increase in four years, caused by more housewives and
school children entering the labor force to get additional income for living.
Before the crisis the unemployment rate had slowly increased from around
2.5% in 1991 to 4.7% in 1997. The crisis led to further increases: to 5.44% in
1998 and 6.35% in 1999. If anything, this trend has become more pronounced
in the new century: unemployment reached 9.06% in 2002 and 9.50% in 2003
due especially to lay-offs of formal sector workers and the slowing down of the
informal economy. However, the size of informal sector employment in
Indonesia makes unemployment data relatively meaningless. Of more
importance is the extent of underemployment. In 2002, almost 20% of the
work force was working less than 25 hours per week. Overall, around 30% of
the workforce in Indonesia is either un- or underemployed.
Table 2.5. Labor Force and Employment
Year

1980
1982
1990
1992
1993
1994
1996
1998
1999
2000
2001
2002
2003

Labor Force

Annual
increase

LFPR

Unemployment
Rate

(million)

(%)

(%)

(%)
1.66
2.14
3.17
2.71
2.79
4.36
4.89
7.01
6.35
6.14
8.10
9.06
9.50

56.4
60.7
73.9
80.7
82.6
85.8
90.1
92.3

3.7
2.5
4.5
2.4
3.9
2.5
1.2

54.0
55.0
54.7
57.3
57.9
58.0
58.3
57.1

100.8
100.3

2.2
(0.5)

67.8
65.72

Underemployment
(Working less than 25
hours/week)
(%)
20.16
20.71
19.9
20.85
21.15

22.48
21.93
19.67

Source: National Labor Force Surveys and Population Censuses.
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Real wages during the period of high growth increased due to the
tightening of the market for skilled and semi-skilled workers. This skilled
labor wage increase has indirectly driven up the level of wages for unskilled
workers and reduced wage disparities. However, the wage gap is still very
high due to low unskilled wages rates resulting from the over-supply of
unskilled workers. The Government intervened by introducing regional
minimum wages, which are increased significantly every year to catch up with
the income needed for minimum physical needs. This increasing minimum
wage above the market wage was an important factor in driving the wages up.
The National Labor Force Survey as well as the Quarterly Wage Survey data
show an average yearly wage increase of around 6% during the period 19941996. Even so, wage levels remain very low. Even in 1997 the median of daily
wage, as shown by IFLS data, was only around Rp7,500 in urban and Rp3,500
in rural areas, which are well below the minimum cost of living standard for
single workers.

F. Education
In the 2004 World Human Development Report, Indonesia is ranked moderate
among all the countries in the world in terms of education. The report ranks
countries by using two different indicators: mean years of schooling and adult
literacy. The Indonesian Government is very serious in promoting people’s
education by implementing a variety of programs. This effort has resulted in
sharp progress in the level and condition of education in Indonesia.
For example, the school participation rate, especially at the primary school
level, has increased significantly (Table 2.6). The percentage of children aged
five years and older enrolled at schools increased from 80% in1980 to 90% in
1994, and increased further to 95.5% in 2000. Moreover, the gender gap in
participation rates, which was previously very wide, has narrowed significantly.
Primary school participation rates are also similar in rural and urban areas.
The poor educational system in the past means that overall educational
attainment levels remain low. In 2003, more than 35% of the population aged
10 and over have only primary education and about 30% have not finished
primary school or have no education at all. Only around 17% of them have
secondary school certificates; 16% have completed senior high school; only
3% were university graduates.
It is important to note that school participation rates do not reflect the
achievement in education, since some students drop out. In 2002, dropout
rates were about 1.5% of primary school students, 2.3% of secondary school
students, and 2.5% of senior high school students. The main reason for the
students dropping out is the inability of their parents to afford the cost of
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textbooks, school equipment (34%), school fee (25%), transportation costs
(10%), and other costs.
Table 2.6. Education
Indicator

1990

1998

2000

2003

Urban Rural Total Urban Rural Total Urban Rural Total Urban Rural Total
Net Enrolment Rate (%)
Primary School
Junior High School
Senior High School
Literacy Rates (%)
Overall
Male
Female
10-14
15-19
20-24
25-34
35-49
50 +

92.2
95.9
88.6
99.1
99.1
98.2
95.6
90.6
68.2

80.3
86.7
74.1
97.0
96.5
92.7
85.6
73.8
46.9

84.1
89.6
78.7
97.6
97.4
94.8
89.0
78.9
52.6

92.5
69.7
55.6

92.1 92.3
49.6 56.9
24.2 37.2

94.0
70.8
55.4

95.5 94.9
54.1 60.8
26.8 39.8

92.2
72.7
56.1

92.8 92.6
57.5 63.5
28.7 40.6

94.8
97.1
91.5
99.4
99.5
99.3
98.3
95.3
78.6

83.9
89.7
78.3
97.9
97.8
97.0
93.1
84.8
58.3

87.9
92.5
83.4
98.4
98.5
98.0
95.2
88.7
65.2

94.0
97.0
91.0
99.5
99.5
99.4
98.5
95.4
77.8

84.4
89.8
79.1
98.3
98.0
97.0
94.3
85.4
58.4

88.6
93.0
84.3
98.8
98.7
98.1
96.2
89.6
66.0

94.5
96.9
92.1
99.5
99.5
99.4
98.9
95.5
80.3

86.2
90.9
81.6
98.3
98.2
97.4
95.6
87.2
62.9

89.8
93.5
86.2
98.8
98.7
98.4
97.1
90.7
69.7

Educational Attainment (% of children aged 10 years and over)
LT Primary School
Primary School
Junior High
School
Senior High
School
MT Senior
High School

30.4
28.7

55.8 47.8
31.1 30.4

18.3
27.7

44.8 36.4
36.2 33.0

22.2
27.5

43.0 34.0
36.2 32.4

20.3
26.8

37.9 30.4
38.3 33.4

17.5

7.5 10.7

19.0

10.8 13.9

19.2

12.3 15.3

19.9

14.2 16.6

19.6

5.0

9.7

24.5

7.1 13.8

25.2

7.7 15.2

26.7

8.3 16.2

3.7

0.6

1.5

6.0

2.9

5.9

3.1

6.2

1.2

1.0

1.2

3.4

Source: BPS and Department of National Education.

G. Health
The health status of the population in Indonesia is reportedly moderate
(NHDR, UNDP, 2004). In 1990, the expectation of life for women was 68
years and for men, 66 years. In accordance with the Millennium Development
Goals that Indonesia has committed to achieve, the Government aims to reduce
the incidence of several types of diseases such as malaria, tuberculosis, and
HIV/AIDS. This effort is expected to increase the expectation of the life of
the population. Table 2.7 presents some important health indicators in
Indonesia.
The high infant and child mortality rates are seemingly linked to the
nutritional status of mothers and children. Based on the anthropometrical
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Table 2.7. Health Indicators
Child Mortality

1990 (1986)

Infant (IMR)(per 1,000 births)
Under 5 years
Contraceptive Use
Total
Urban
Rural
Birth attended by professionals (%)
Total
Urban
Rural
Immunization
BCG
Measles
Polio
-Polio 1
-Polio 2
-Polio 3
-Polio 4
Diphtheria
-DPT 1
-DPT 2
-DPT 3

63.0

2000 (1996)

1993
53.1
56.4
51.6

47.0
44.7
2000
54.4
55.8
53.4

39.8
71.5
26.0
1993
69.4
51.6
68.3

63.5
82.3
50.8
1999
85.7
65.0
85.9

2003 (2000)
47.0
2003
54.5
56.0
53.5
67.9
85.2
55.4
2000-2003
93.1
78.6
95.9
92.1
87.9
70.4

70.6

83.2
93.8
88.3
80.6

Source: BPS and Ministry of Health.
Note: Years in bracket indicate reference period.

measurements (upper arm circumference for mothers and weight by age for
children) taken in 2001, the percentage of malnourished mothers exceeded
21%, while it was reported that about half of pregnant women suffer from
anemia in 1995. Meanwhile, about 6% of children are reported with low birth
weights and 9.3% of under five years old children suffer from severe
malnourishment.
Another indicator is diet. The main staple food of Indonesia is rice and
Indonesians consume about 1.9 kg of rice per capita per week. Rice is the
main source of energy and protein, contributing about 52% of the total energy
and 44% of the total protein consumption. Other food groups that contribute
significantly to energy intake are oils and fats (12%) and beverages (6%). Fish
(14%) and legumes (11%) are the other main sources of protein.
Using a self-assessment questionnaire (with the previous month as the
reference period), it is reported that around a quarter of respondents,
experienced some adverse health symptoms. In half the cases, the symptoms
were severe enough to prevent respondents from fully performing their daily
activities. Fever, cough, runny nose, and dizziness were the most frequent
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complaints. To cope with what respondents considered be a “light” illness,
60% used self-medication, 28% went to health services or private doctors, and
12% visited traditional healers.
In 2002/03, just over 60% of births in urban areas were attended by
qualified midwives compared to just less than 50% in rural areas. This low
ratio is almost certainly one of the causes for the high rate of infant mortality
(IMR) and maternal mortality (MMR) in rural areas. Nationally, the IMR was
around 47 in 2000, but it varies considerably across the country—from 25 in
Jakarta and Yogyakarta to 89 in West Nusa Tenggara. Meanwhile, the MMR
ratio is about 307 per 100 thousand births. In order to improve the quality of
rural ante- and post-natal care, the Government has stationed at least one
qualified midwife in every village.
Efforts to increase the health status of mothers and children are also
being made. These measures include the distribution of vitamin A and Fe
(iron supplement) pills, food fortification (vitamin A noodle, iodized salt),
food assistance, and immunization. Vitamin A is distributed to infants, children
under-five, and mothers after they have given birth. In addition, the
Government has requested a certain instant noodle factory to add vitamin A
to its products. Based on the Ministry of Health report in 2000, the percentages
of the above three groups receiving vitamin A are 56%, 72%, and 40%,
respectively. Fe pills are distributed to pregnant women to prevent anemia; it
was reported in 2000 that over 60% of pregnant women received these pills.
The currently improved availability of iodized salt in the markets means that
the number of households consuming the recommended amount of iodized
salt has reached 65.4%.
Food assistance was directed to help primary school children, pregnant
women, and children under five years old during the financial crisis. This
program is currently not given high priority, but in some areas it is still exists,
especially for small children. This food distribution is related to Weighing
Post activities, where small children get immunized and their weight measured.
The proportion of children aged 12 to 23 months who had immunization is 79%
for measles, 93% for TB, 81% for complete DPT, and 70% for complete polio.
The Government, private insurance companies, private institution, and
other communities have urged the people to obtain health insurance to cover
medical costs. Based on NSS 2001, 70% among those who seek medical help
from the health services paid the cost in cash. The remaining 30% were covered
by an insurance scheme, namely 7.4% paid by government health insurance
(Askes), 6.3% by health card, 6% by private sector health insurance (Jamsostek),
2.6 by private institution, 1.2% by government assistance (JKPM), and 0.9%
by others.
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H. Disability
Data on disability in Indonesia is scarce. In 2003, only 1.5 million disabled
people were registered with the Ministry of Social Welfare. This is almost
certainly an underestimate and probably includes only the most severely
disabled who are in the urban centers, where the MSW has most of its
operations. The registered disabled are classified into three groups for the
targeting of assistance programs: (i) disabled children who receive especial
attention, (ii) disabled adults, and (iii) those whose disabilities are caused by
chronic diseases. The age distribution of the registered disabled is shown in
Table 2.8. Of the registered disabled, 12% are children aged 10 years and
under.
An alternative, higher estimate considered to be more accurate can be
obtained from the LFS, which states that 7,949 million people of working age
are outside the labor force for reasons other than being students or engaged in
home duties. It is reasonable to assume that most of these will be chronically
sick or mentally/physically disabled.
Table 2.8. Disability, 2003
Age (years)

Number (million)

(%)

0- 4
5 - 10
11 - 30
31 - 59
60+
Total

0.04
0.13
0.49
0.48
0.34
1.48

2.9
8.4
33.1
32.5
23.1
100

Source: Department of Social Welfare.

I.

Housing and Physical Infrastructure

Data on housing are collected in almost every household survey undertaken
in Indonesia. Housing is an important item in the analysis of social welfare in
addition to consumption and clothing. Usually, the information is differentiated
between the condition of housing and the availability of housing facilities.
Table 2.9 provides a summary of key housing indicators.
Access to safe water and sanitation in Indonesia was still poor in 2003,
especially in rural areas where only 6.9% of the households have access to safe
water that went up slightly from 5.4% in 1993. Electricity seems to be the
main concern of the Government. In contrast, the availability of electricity
has increased considerably over the same period, especially in rural areas. This
reflects the Government’s view that electricity will provide the base for further
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development; the fact that it is cheaper to provide than drinking water and
that cost recovery is easier. In 2003, more than 86% of households had
electricity; in rural areas, 78% of households had electricity, over double the
percentage 10 years earlier.
Table 2.9. Access to Safe Water, Sanitation, and Electricity
Item

Safe Water
Improved Sanitation
Electricity

Urban

1993 (%)
Rural

Total

Urban

34.32
42.49
88.16

5.43
8.77
34.40

14.71
19.61
51.70

36.20
46.30
97.90

2003 (%)
Rural
6.90
15.50
77.80

Total
18.60
28.50
86.30

Source: BPS: National Socio Economic Survey.

J.

Poverty

BPS first published data on poverty for the period 1976-1984 in 1984. In 1994,
poverty alleviation officially became a government objective, when it set a
target for poverty alleviation by implementing the Presidential Instruction on
poor villages. Unfortunately, the economic crisis hit Indonesia before the results
of this program could be analyzed. The number of poor people increased as
the economic crisis deepened and the level of poverty in Indonesia became a
controversial issue.
Table 2.10 shows the trend in the level and number of poor people in
Indonesia. Policies to develop agricultural sector were able to reduce poverty
significantly in the early years. In 1976, 54 million people were poor, 40% of
the population. This has declined to under 22% in 1984, when there were 35
million poor people—a reduction of almost 19% in a period of eight years.
The rate of decline slowed in subsequent years as the oil revenues declined.
By 1993, 14% of the population was poor—a reduction of eight percentage
points in nine years. Two years of the program of village poor alleviation
improved the decline in poverty incidence, as did continued economic growth.
In 1996, only 11.3% of the population was classified as poor—the lowest in
the history of the country. This trend was reversed drastically by the economic
crisis. By 1998, poverty had increased to 24%. It increased further to around
38% in 1999, and since then, it has remained fairly constant.
The figures on poverty incidence are determined by the methodology,
particularly on the poverty line used. Poverty lines have increased for two
reasons: (i) commodity prices increases (inflation) and (ii) changes in the
composition of quality and quantity of consumed goods. Since the increase in
poverty line is above the inflation rate, the real consumption of poor people

060150 SPI Pub-Indonesia 3.pmd

86

30/06/2006, 3:30 PM

INDONESIA

87

also increased. However, it is still a big question whether the poverty line
represents a decent standard of living. Many believe that the poverty line
should be higher,3 as it is still below the daily minimum wage of Rp3,0006,000 for single workers. The 1998 increase in the poverty line only brought
it up to RP3,000 per capita per day due to high inflation. In Indonesia, the
current poverty line can be seen as measuring the very poor as it represents a
minimum standard of living. There are many people who, although not
classified as poor, remain highly vulnerable to poverty.
Table 2.10. Poverty in Indonesia, 1976-2003
Poverty Line
(Rp/capita/month)

Percentage Below
Poverty Line

Poverty Incidence
(million)

Year

Urban

Rural

Urban

Rural

U+R

Urban

Rural

U+R

1976
1978
1980
1981
1984
1987
1990
1993
1996
1999
2000
2001
2002
2003

4522
4969
6381
9777
13731
17381
20614
27905
38,426
89,845
91,632
100,011
130,499
138,803

2849
2981
4449
5877
7746
10294
13295
18244
27,413
69,420
73648
80,382
96,512
105,888

38.79
30.84
29.04
28.06
23.14
20.14
16.75
13.45
9.71
15.1
14.6
9.79
14.46
13.57

40.37
33.38
28.42
26.49
21.18
16.14
14.33
13.79
12.3
20.2
22.38
24.84
21.1
20.23

40.08
33.31
28.56
36.85
21.64
17.42
15.08
13.67
11.34
18.2
19.1
18.4
18.2
17.4

10
8.3
9.5
9.3
9.3
9.7
9.4
8.7
7.2
12.4
12.3
8.6
13.3
12.2

44.2
38.9
32.8
31.3
25.7
20.3
17.8
17.2
15.3
25.1
26.4
29.3
25.1
25.1

54.2
47.2
42.3
40.6
35
30
27.2
25.9
22.5
37.5
38.7
37.9
38.4
37.3

Source: Central Bureau of Statistics. Various publications.

K. Summary
There is no doubt that social and economic conditions in Indonesia had
improved considerably in the 20 years prior to the economic crisis of the late
1990s. GDP per capita had risen and the poverty rate has fallen. Health and
housing indicators have improved; child and infant mortality rates have fallen;
contraception is widely available and used; skilled assistance at deliveries has
increased; and access to clean water and sanitation has risen. The development
in education is remarkable with increased school enrolment rates and improved
overall educational attainment. These changes occurred in both rural and urban
areas, although most indicators remain significantly worse in the former.
3

Nonfood expenditure only makes up 12% of the overall poverty line which is low by
international standards.
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However, the economic crisis in 1997 stopped further improvement; and
in many cases it has negated the development so far achieved. While the longterm indicators have not shown a major decrease, several short-term indicators
have deteriorated. Labor force participation has increased due to more school
children and housewives looking for work; unemployment and
underemployment have risen; and the quality of employment has declined.
The economic recovery is slow, despite some improvement in the economic
indicators. The trust of foreigners in the Indonesian economy has yet to return
and the security situation is worsening, creating an unsuitable environment
for investment.
Hopefully, this worsening condition of the economy and security do not
affect the social indicators in general. The government and non-government
organizations have gone to every effort to cope with the social implications of
the economic crisis. SP became a government priority and Social Safety Net
programs were introduced immediately after the crisis using funds available
from other projects.

III. The Definition of Social Protection in Indonesia
To address the needs of vulnerable groups, Indonesia’s Ministry of Social
Welfare has implemented various SP programs as well as emergency programs
to deal with the impact of the economic crisis. In 1998, during the financial
crisis, BAPPENAS (the Indonesian National Planning Board) created the Social
Safety Net Program or Jaring Pengaman Sosial (JPS). JPS was launched to
help people to cope with the problem of the rapid drop in their purchasing
power (BAPPENAS, 2004). JPS consists of two components, namely Social
Protection Sector Development Program (SPSDP) and Health and Nutrition
Sector Development Program (HNSDP). The programs were funded using
loans granted by ADB.
The Government is currently trying to reduce the long-standing subsidy
on fuel by increasing prices. The Government is using some of the additional
revenue from the subsidy reduction to reduce poverty as direct assistance to
the poor. However, some subsidies are still given to Pertamina to maintain
lower fuel prices, especially kerosene, which is the primary cooking fuel for a
large proportion of the low income population. The Coordinating Ministry of
People’s Welfare was assigned to coordinate and manage the implementation
of this poverty reduction program.
Both the Ministry of Social Welfare and BAPPENAS have proposed a
similar definition of SP. In Indonesia, the terms social protection and social
security are used interchangeably. The Indonesian word for protection is
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perlindungan meaning fending off threats by a certain agent or method.
However, some people use the word perlindungan to mean security.
The Ministry of Social Welfare assumes the largest responsibility among
government agencies for the implementation of three different programs on
social welfare stated in the Law No 25 /2000 on the National Development
Program (Propenas), which are:
(i) a program to develop social welfare potential;
(ii) a multi-component program designed to improve the quality of
professional social services; and
(iii) a program to harmonize public policies formulated to handle social
problems.
The Ministry defines SP as “public policies to protect the lives and
welfare of the groups left behind or those who will be left behind in the process
of socio-economic change and development, or those who are vulnerable against
natural disasters or other calamities.”4
Among the three programs stated in the Propenas, the first one, namely
the program to develop social welfare potential is very much related to ADB’s
definition of SP. Its objectives are to develop awareness, capability,
responsibility, and participation of the people in handling social problems in
the community and to improve the welfare of the socially vulnerable population,
among others.
BAPPENAS (2003) defines social protection as “efforts to provide
assistance or protection against various basic life problems, such as difficulty
in getting health services, sending children to school, and fulfilling basic food
consumption.” The SP programs are primarily directed toward helping groups
of people that are very vulnerable, especially very poor families, who cannot
achieve the recommended daily food consumption, poor old people, and poor
school-age children.
The principal BAPPENAS SP program is the Social Protection Sector
Development Project. It has three main objectives:
(i) To open access for the poor to various basic social services,
especially education, health, family planning and nutrition services;
(ii) To maintain basic social service quality for the poor; and
(iii) To prepare sustainable basic social service policy reform in order
to support services efficiency and quality improvement in the long
term.

4

Dirjen Bantuan dan Jaminan Sosial. Depsos. 2004.
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BAPPENAS is also currently coordinating a project on Sustainable Social
Protection or SSP (ADB/TA 4124 – INO). SP in this project has a broader
definition and includes all social security elements. It is strongly related to poverty
reduction (not social insurance but social assistance), and it includes a component
for ensuring access to health care whether through public, private or communitybased initiatives. In this SSP project, local wisdom or informal social safety nets
and SP programs set up by local governments are given special attention.
The kinds of social safety nets put into practice vary across the regions.
Mutual solidarity and community assistance are found everywhere in different
forms and types. For example, Jimpitan is a form of solidarity in which relatively
less poor households contribute small amounts of rice as a way to help the
poor during bad seasons. Layatan is another solidarity form in which case
neighbors and acquaintances attend funeral ceremonies and use the occasion
to extend condolences as well as contribute some amount of money to the
mourning household. Sumbangan is a voluntarily given contribution in cash or
kind to newlywed couples or the parents of newly born babies.
Another important example is related to educational assistance. In many
agencies, a foster parenting movement is flourishing. To take a relatively small
case, BPS-Statistics Indonesia Central Office with 1,520 staff, has regularly
been collecting money from its staff, pooling it into 130 scholarships and then
awarding them to the children of lower ranking staff. The amount of scholarship
is usually large enough to cover the cost of writing books, some textbooks, and
other school utensils and equipments required by schools.
The SP programs set up by local governments also vary according to the
wealth level of each region. In Medan Municipality, all registered chronically
sick people in the city get free basic services at the community health centre;
their children and those of poor families are given scholarships to attend primary
school.
In Surabaya Municipality, there are several good local-specific SP
programs. For example, local government facilitates and gives funding to the
movement of Mother Loving Purse to help poor mothers in prenatal care,
delivery, and antenatal care; they also provides contraceptive equipment
(implants). Nonformal education of street children and rehabilitation of sex
workers are also the focus of SP in several regions. In East Java, the provincial
government continues the earlier program to help the poor through Gerakan
Terpadu Pengentasan Kemiskinan (Gerdu Taskin). The people who are very
poor and have no income-earning potential are given social assistance, while
microcredit is provided for those who are able to work. Other local governments
help the poor by paying for their health insurance, e.g. Musi Banyuasin Regency
and all districts in East Kalimantan Province.
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Indonesia is relatively unusual in that the term Social Protection is
actually used by the Government. There are also many similarities between
Indonesian definitions of SP and the nature of the programs considered to fall
within the general terms of SP, social welfare and social safety nets, and ADB’s
definition. In addition to covering “traditional” social security, social assistance
and social welfare programs, Indonesian SP activities include assistance with
health care, pre and post-natal services, and education as well as some
microcredit activities that are targeted at the poor and other vulnerable groups.
On the other hand, most labor market programs and area-wide communitybased infrastructure development (i.e. social funds) do not fall within current
Indonesian definitions of SP. Essentially, the Indonesian definitions of SP
concentrate on providing direct assistance to the poor and other vulnerable
groups with the aim of enabling these groups to achieve a minimum standard
of living and access to basic health care and education.
In this context, it should be noted that ADB’s Progress Report on the
Social Protection Strategy (ADB 2002) provides a somewhat contradictory
picture. Although projects listed in Appendix 3 as being SP projects provide a
very wide portfolio, footnotes to the tables tend to imply a more restrictive
approach.5 A review of major activities undertaken reveals an emphasis on
labor and vulnerability issues as well as the targeting of vulnerable groups. SP
training provided has also been targeted at topics such as labor standards/
legislation and social security and assistance. There is a similar emphasis in
the appendix to this report, where the incorporation of basic labor protection
measures in a wide variety of projects is highlighted. The implication is that
ADB’s SP activities cover a narrower and more “traditional” range than is
implied by the definition of SP it has adopted.
The definition of SP to be used for this study is “The set of policies and
programs that enable vulnerable groups6 to reduce, mitigate and /or cope with
the risks associated with their particular circumstances and that do not fall
under activities normally associated with other sectors such as rural
development, basic infrastructure, health and education, and that are both
targeted at these groups and involve cash or in kind transfers.”
A detailed discussion of the definition including ADB’s definition of SP
can be found in the forthcoming section Social Protection Index and
5

6

For instance, under Child Protection Programs (Table 5, Appendix 3), the footnote states
that “basic education…projects are normally excluded.” Yet the table includes the Laos Basic
Education (girls) project.
The primary target groups for social protection policies, which reflect ADB’s definition of
SP, are the unemployed/underemployed, the elderly, the sick, those affected by natural
disasters, the poor, the disabled, and children with special needs.
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Multicountry Analysis of this book. Table 3 contains a schedule of the types of
programs that are considered to fall within the above definition based on the
above definition. The table also indicates those programs falling within ADB’s
categorization of SP activities that will not be considered in this study. The
latter primarily include programs that either involve the construction of physical
or social infrastructure, and integrated community development schemes and
programs that traditionally fall within the education and health sectors, e.g.
primary and pre-school education, immunization, health and nutrition
education, pre- and post-natal care.

IV. Current Social Protection Activities and Programs
A. Introduction
This chapter describes the main SP programs and activities that are currently
operated by government agencies, IFIs, and national and international NGOs
in Indonesia. The objectives are twofold: (i) to describe and present the main
features of each program, and (ii) to provide the quantitative information
needed to give the basis for the formulation of an SPI.
The key quantitative variables7 required for constructing an SPI are the
cost/expenditure of the programs, the number of beneficiaries served by the
programs, the number of the program beneficiaries who are poor, and the
amount of program expenditure going to poor beneficiaries.
The main SP activities and programs in Indonesia are operated by
government agencies. Three leading ministries under the coordination of the
Coordinating Ministry of People Welfare, namely the Ministry of Social Welfare,
National Education, and Health, have undertaken main SP activities and
programs through social insurance, social assistance, disability programs, and
child protection. Meanwhile, under the Poverty Alleviation Committee, the
Ministry of Cooperative and Small and Medium Business, the Ministry of
Agriculture, the Ministry of Settlement and Public Works, Board of Logistic
Affairs, and the Family Planning Board implement SP activities and program
through microcredit schemes. Some other SP activities and programs are ran
by IFI and national as well as international NGOs, such as the World Food
Program and UNICEF from IFI and National Bazis Foundation, GN-OTA,
and the Wallet of the Poor from national NGOs.

7

For details concerning the methodology see the section Social Protection Index and MultiCountry Analysis of this book.
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There is no centralized source for the required information. Furthermore,
only a minority of the information is available from accessible, published reports.
Much of the information cited in this chapter, therefore, comes from discussions
and meetings with relevant officials and experts and unpublished reports.
The situation in Indonesia is complicated by the national policy of
increasing local autonomy and decision-making. This means that regency/
municipality governments may have their own local SP activities and programs
depending on the priority given by each local government to SP, the financial
resources at their disposal, and the needs of the people in their areas. Data on
these programs can only be obtained from the local governments. As it is not
possible to visit more than a few of these within the resources available to this
study, the emphasis in this study is on the SP programs implemented directly
by the central government or with their coordination, supplemented by some
estimates of provincial and regency/municipality government programs. Based
on the research undertaken, the exclusion of some local government-funded
SP activities is not considered to significantly affect the overall data on SP
expenditure and coverage.
The remaining sections of this chapter is essentially structured around
the components and subcomponents of ADB’s definition of SP listed in Table
3.1, i.e. labor market programs, social insurance programs, social assistance
and welfare programs, micro and area-based schemes, and child protection
programs. All programs operated by the Ministry of Social Welfare have,
however, been grouped together as have programs ran by national and
international NGOs. As a result, there is no specific section on general Child
Protection programs; these will, however, be grouped together in the synthesis
of results in Chapter 5. As will be seen, it has not always been possible to
disaggregate program expenditures and beneficiaries neatly into these
components and subcomponents. In these cases, the total of beneficiaries
and expenditures has been aggregated out of necessity.

B. Labor Market Programs
1. Labor Legislation and Standards
The goal of the Indonesian development is to develop the entire Indonesian
population to achieve a just and prosperous society. The development of the
nation’s manpower is fundamental to this goal, both as a means to achieving it
and as an objective in itself. The quality of Indonesia’s labor force, therefore,
needs to be enhanced, its rights and interests protected within a framework
of equal opportunities and absence from any form of discrimination. In this
way, labor can increase their contribution to the development of the country
while improving their welfare and that of their families, bound by a just and
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Table 3. Inclusion/Exclusion of Social Protection Programs
Component/ Subcomponent
of Social Protection
Labor Market Programs
Direct Employment-generation
(micro-enterprise development and
public works)
Labor Exchanges and other employment
services
Skills Development and Training
Labor legislation (including minimum age, wage
levels, health and safety, etc.)
Social Insurance Programs
Programs to cover the risks associated with
unemployment, sickness, maternity, disability,
industrial injury, and old age
Health Insurance
Social Assistance and W
elfare Programs
Welfare
Welfare and social services targeted at the
disabled, the indigent, those affected by
disasters, and other vulnerable groups.
Cash/In-kind transfers (e.g. food stamps,
health cost exemptions or subsidies)
Temporary subsidies for utilities, housing, etc.

Micro-/Area-based schemes
Microinsurance/microfinance schemes

Included/
Excluded
Included

Includes loan-based programs to
support small businesses, etc.

Included

Including retrenchment programs

Excluded

Unless targeted at particular groups,
such as the unemployed or
disadvantaged children
Not amenable to quantification

Included

Included
Included
Included
Included
Included

Only if imposed in times of crisis and if
targeted at particular vulnerable groups.
General subsidies are excluded even if
their rationale is to assist the poor

Included

Microfinance seen as an important aspect
of SP. Mainstream rural credit programs
will be excluded.
Agricultural insurance will rarely be
affordable and therefore, targeted at
the most vulnerable farmers.
Except where direct transfers to
households occur
Reconstruction of physical infrastructure
is excluded. De-mining programs
included. Number of beneficiaries not
amenable to quantification.

Agricultural insurance

Included

Social Funds

Excluded

Disaster preparedness and management

Child Protection
Child rights and advocacy/awarenessp
programs against child abuse, child labor, etc.
Early childhood development activities

Comments

Included

Included

Not amenable to quantification

Excluded

Direct assistance for health and
education would be included in
following categories. Otherwise, these
programs fall within basic health and
education programs, which are excluded.

Educational assistance (e.g. school feeding,
scholarships, fee waivers)
Health Assistance (e.g. health cost reduced
fees/ subsidized medicines for vulnerable
groups)
Family Allowances

Included

Street Children/Child Worker/Orphan Initiatives

Included

Included

Will generally be included under social
assistance

Included

Would not include transfers through
the tax system

Source: Authors.
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equitable system of employer-worker industrial relations. In 1997, Indonesia’s
existing labor legislation was deemed to be inadequate and Manpower Law,
No: 25, 1997 was enacted. The following paragraphs summarize the main
features of this legislation.
Chapters 1, 2 and 3. These chapters explain the concepts and definitions
of all the terms used in the Law. It is strongly stipulated that manpower
development is based on the state philosophy Pancasila, the 1945 constitution
and must be implemented based on partnership and equality with no
discrimination at all. The objectives are to empower and optimally employ
the manpower, to create equality in employment opportunities, to supply them
according to the needs of national development, and to protect and promote
the welfare of the manpower and their families.
Chapter 4: Manpower
Manpower,, Planning, and Information. The Government
must prepare and adopt a plan for the development of manpower. This plan is
used as the base and reference for the formulation of policies and strategy,
and for the implementation of sustainable manpower development. The plan
must be developed based on sound manpower information, obtained from all
relevant sources, covering population, manpower, employment opportunity,
work training, productivity, industrial relationship, working environment, wages
and salaries, and welfare in general.
Chapter 5: W
Working
Relations.
orking R
elations. It is based on oral or written working
agreement between employers and employees for a period of time or
indefinitely. The written agreement must be in line with the existing laws and
regulations; and is made based on good deed from both parties, ability, skilled,
and existence of work, which is not against general order, social norms, and the
existing laws. All the costs to prepare the agreement are torn by the employers.
Chapter 6: P
ancasila Industrial R
elations. Industrial relationship is a
Pancasila
Relations.
system created and agreed by all sides (employers, employees, and
government) concerned with the production of goods and services. The
relationship is based on the state philosophy Pancasila to create a harmonious
relationship based on equal partnership contained in the values in each of the
principles stipulated in Pancasila and the 1945 Constitution. Industrial
relations are implemented and must be widely spread through labor union,
employers association, bipartite and tripartite agreement, company regulations,
agreement on working together, and solution of labor disputes. Every aspect
of the agreement is explicitly outlined in this chapter.
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Chapter 7: P
rotection, W
ages/Salaries, and W
elfare. To employ a child
Protection,
Wages/Salaries,
Welfare.
is illegal unless the child works as a family worker, in field training as a student,
and work in the foster home foundation and in the state’s child correction
centers. In situations where children have to work, the employers must provide
protection under certain tight regulations. This chapter also regulates youth
and women’s work. The second part of this chapter regulates the wages and
salaries for the employees. To guarantee that employees receive decent wage/
salaries, the Government has issued a regulation on minimum wage. Other detailed
regulations on wages and salaries and its components are also stipulated here.
Chapter 8: W
ork T
raining. Essentially, every worker is entitled to undergo
Work
Training.
training to enhance their skills.
Chapter 9: Employment Placement Service. This service is directed to
place workers in the right employment in line with their skills, expertise and
competency. This can be done by government or private enterprises. The
private sector must rigidly follow all existing regulations. This chapter also
regulates the placement of workers abroad. Detailed implementation of this
law is governed by official government regulations, which will be further issued.
Chapter 10: F
oreign W
ork
ers. They must be employed on a selective
Foreign
Work
orkers.
basis and based on clear planning of the use of foreign workers in pursuit of
the optimal use of domestic workers.
Chapter 11: Manpower W
orking in the Informal Sector and Outside
Working
Industrial R
elations. It is interesting that the legislation also mentions the
Relations.
right of informal workers to obtain social insurance and work safety. It is clearly
mentioned that there is a need to protect and develop the informal workers to
improve their protection and welfare.
Chapters 12 to 18. These concern the development, supervision,
delegation of authority, investigation, and administrative and criminal
sanctions.
2. Direct Employment Creation
The Government (Department of Manpower and Department of Public Work)
previously setup programs to provide mass employment to a large number of
unemployed and underemployed persons in Indonesia. The programs were
aimed to build simple local infrastructures for the benefit of local society in
general. Workers in this project received a small salary in cash or in-kind. To a
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certain extent, this project seems useful in reducing unemployment and
underemployment, and helped desperate people to get some income. But
this project is often criticized for its inefficiency and is blamed for wasting
money, since the results of the project are not productive and short-lived. As
a result, these projects were discontinued for several years.
However, the Public Work Project (PWP) was revived in 1998/1999 by
the Department of Manpower (DOM) to alleviate the effects of the economic
crisis. In addition to the old version of providing employment opportunities,
the project was revised to accommodate the needs for curbing the economic
crisis impacts, especially the lay-off of skilled workers. Therefore, the 1998/
99 project consisted of two sub-projects. The first one is a project for alleviating
the impact of drought and general employment problems (Proyek Dampak
Kekeringan dan Masalah Ketenagakerjaan [PDKMK]); and the second one is
for alleviating the large number of skilled workers laid-off during the economic
crisis (Proyek Penanggulangan Pengangguran Tenaga Kerja Terdidik [P3T]).
P3T was implemented only for one year, while PDKMK was continued
in 2003 and was funded by the fund withdrawn from the oil subsidy. It covers
all provinces in Indonesia. The name of the project is Employment Expansion
through Labor Intensive System (Perluasan Kerja Sistem Padat Karya
[PKSPK]). The target is to provide productive and sustainable employment
for the unemployed or underemployed toward the empowerment of the
economy of the people. The works are directed to objects of general interest
or the interest of societal groups, such as channels of irrigation, village streets,
use of neglected land, damns, fish ponds, algae culture or construction of selling
places. The composition of the fund must be allocated such that around 70%
or 60% are for wages/salaries and the remaining are for materials used in the
projects. In all, PKSPK was able to absorb around 21,362 people in work,
consisting of around 14,579 unemployed persons, while the remaining are
volunteer workers and informal workers. The amount allocated for the project
was Rp31,975 million.
3. Employment Services
a. Domestic Placements
The DOM has established a national network of employment offices operating
at the directorate level. These offices have been set up in every regency,
municipality, and province. There are 465 such offices nationwide. Until 1999,
the operation of these offices were centralized and coordinated by the DOM.
However after 1999, the operations have been decentralized to the regional
government and are handled by the existing working unit in the provincial
and regencies/municipalities goverments. Following the regulation of the
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autonomy of the regional government, they are no largely responsible for the
operation of the service to the central government. Consequently, complete
national data cannot be established. Only around 100 offices report to the
central government. Starting December 2003, an online sytem has been
established in the central office, and in the coming years the regional offices
are appealed to join this online system so that all employment opportunities
in other areas can be made available to jobseekers. This way complete national
statistics can be set up.
The purpose of the employment programs is to provide facilities for those
looking for work and for companies looking for employees. Those looking for
work can register with the local employment offices close to their home.
Companies looking for employees are requested to register with the same
offices so that demand and supply can be matched. There are no specific
qualifications required for those looking for work. They may be currently
employed, underemployed or unemployed. There are no fees charged, even
after placement.
For the years 1999-2003, data is only available for a number of offices
which submitted reports to the central office. In 2003, only 100 offices out of
465 office had reported data to the central government. Only data on the
number of job seekers and placements are available. Since decentralization to
the regions, there is no information on expenditures (central government
expenditures are minimal). Table 4.1 summarizes the available information.
Table 4.1. Job Seekers and Placements, 2003
Quarter

Total Job Seekers

First
Second
Third
Fourth
Total

405,292
419,193
456,026
464,185
1,744,696

Job Seekers

Placements

97,254
105,905
135,004
87,092
425,255

19,369
14,767
14,881
13,324
62,341

Source: Ministry of Manpower.

b. Overseas Placements
With an abundant labor surplus, the Government of Indonesia officially
organizes placement of workers abroad. To a great extent, this effort assists
the workers and substantially increases their welfare. Differences in the level
of economic development and differential in the level of wages and salaries
make it possible to attract Indonesian workers to work abroad. However, since
the qualifications of the workers are still low, the great majority (75%) of
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Indonesian workers can only access informal sector opportunities, especially
domestic household duties, e.g. cleaning, cooking, child care, gardening or
driving. Most of the remainder of the work is in agriculture, plantations,
construction, and factories. Some work is in hotels and restaurants, while a
small number are medical personnel.
The majority of those working overseas are “placed” by private
employment agencies with contacts in the recipient countries. These
companies are registered with, and are assisted by the Government. In 2002,
there were 480,393 people officially working abroad, of which around 70%
were placed through the official program. The remaining 30% work abroad
without proper documents; most crossed the border between Indonesia and
Malaysia; a small number obtained their positions through other means. This
30% are not included, because they are outside the program. They worked
abroad on an individual basis or in groups illegally organized. By 2003, the
number of Indonesians working overseas had decreased to 293,865 due to
SARS and restrictions on Indonesian workers in Taiwan.
For this project, the 2002 data has been used because the year 2003 is
not a normal year for work placement abroad. Most of the workers go to the
Asia Pacific region (238,324) and the Middle-East (241,961). The most
important destination in the Asia-Pacific Region is Malaysia with almost
153,000 in 2002. However the largest destimation of all is Saudi Arabia with
more than 214,000 people. Those in the Middle East are mostly informal
workers (230,619), while those in Asia-Pacific are almost equally split between
formal (101,203) and informal (137,121).
The workers went abroad under a contract of two years with salary of
around Rp2.5 million per month. Works in Asia Pacific in the informal sector
received a slightly higher salary. Formal workers received higher salaries than
informal workers. The informal workers received around Rp3 million as salary
per month. Most of the cost for placement, equivalent to one month’s salary
on the average, are paid by the workers themselves (most of the cost are actually
paid by the employers when they register to a company to recruit the workers).
To assist placement, the Government organized a training program and
orientation at a cost of around Rp5,000 per person. In addition, around
Rp400,000 is allocated to assist the return of workers before the expiration of
their contracts.
4. Vocational Education and Training
The first Skills Training Center was established in Solo in 1947; the second in
Jogyakarta in 1948 followed by six more in other cities in Java. The first four
centers were for the training of trainers, while the others were for training of
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workers to fill the need of employees in the surrounding industrial areas. The
establishment of training centers outside Java started with Padang in 1957,
two centers in Irian Jaya in 1964 with the help of United Nations, and in
Palembang in 1967 with the help of the Government of Germany. In total, 14
centers were established during the period 1945-1960. The training was
particularly directed to develop skills in building construction, radio, and
electricity. The aim was to intensively train job seekers, war veterans, and
participants from other institutions to become skilled workers.
The period 1970-1980 is marked with the establishment of centers
outside Java. In 1974, the Canadian Government provided assistance to create
a center in East-Kalimantan. The Governments of New-Zealand, Japan, and
the Netherlands assisted in the establishment of centers in Jakarta, Ujung
Pandang, and Medan respectively. In 1979, with the funds from an IBRD loan,
17 centers were constructed in various places outside Java so that 21 centers
were created in all during this period. The main aim was to train workers for
the manufacturing sector. During this period, the training became less intensive
with only 480 hours as more people have to be covered compared to the 960
hours in the previous period.
The first half of the 1980s was marked by the fast development of the
centers: 16 centers of category B and 104 of type A, such that by the end of
1988 there were 153 centers established. In the 1980s, the centers were
consolidated and categorized into type A, B, and C depending on the capacity
of the centers. The subject of training was expanded to also cover agriculture,
management, and various manufacturing industries. At the same time, a
National System of Employment Training and Skills Qualification Standard
was developed. This is focused on training the unemployed. The commercial
and self-financing activities of the centers stopped accordingly.
In the following years, early in the 1990s, graduates of the centers cannot
be readily employed mainly due to increasing unemployment. Interest in the
centers started to dwindle and moreover, the development of the centers
cannot be maintained in line with the rapid development of the manufacturing
sector in the economy of the country due to lack of funds and mismanagement.
The equipment of the centers quickly became obsolete. In consequence, most
skills training is now provided “on the job” by companies themselves as part of
their own human resource development. Some companies are working with the
training centers, while some centers attempted to train higher skilled workers.
With the policy of increasing local autonomy to regional governments,
the authority for implementing the 147 centers is transferred to the regional
governments. Only six centers in Medan, Surabaya, Lembang, Serang,
Makassar, and Samarinda remain technically and administratively under the
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central government. During the transition period from the central to the
regional government, most of the centers were not efficiently operated. The
role of the centers was declining even before the transfer. As a result of the
spread of implementation of the centers, no consolidated data can be obtained
from these 147 centers. Data is only available for the six centers administered
by the central government.
The information on expenditure and participants in this training center
is as follows: Samarinda 835 persons; Medan, 390; Serang, 1,108; Makasar,
1,602; Surabaya, 3,122; and Lembang, 1,211 for a total of 8,268 or an average
of 1,378 per training center. Using this average, the figure of the 147 centers
is estimated at 202,566 graduates; and therefore, there are 210, 834 graduates
altogether in 2003.
There are also vocational schools ran by the Department of Education.
In contrast with the general schools, the vocational schools are of two levels:
junior high school and senior high school. These schools are not specially
directed to certain target groups. Those who finish elementary schools may
proceed either to general or vocational schools. The objective of the schools is
not to train the unemployed to be able to find employment. Other vocational
and skills training is conducted by the private sector in several fields, e.g.
English, mechanics, electronics, computers, secretarial works, driving, etc.
The purpose is to help the trainee to find employment. The training conducted
by the private sector is self-financing, with no government subsidy, and selfselecting. None of these categories of vocational training falls within this
study’s definition of SP.
5. Summary of Labor Market Programs
Table 4.2 summarizes the information on current labor market programs in
Indonesia.

C. Social and Health Insurance Programs
1. Private Company Employee Insurance
Indonesia’s basic social and health insurance are merged into one undertaking,
but are conducted by different state enterprises for different target groups.
In its development, the structure of the social insurance system has evolved
over time and involved numerous reorganizations. The current system is based
on state enterprises with a renewed emphasis on making them financially
self-sufficient.
At present, there are five state enterprises involved in social insurance.
These are Jamsostek for private employees, Askes and Taspen for government
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Table 4.2. Labor Market Programs
Project/Program

1. Labor and
Employment Law
2. Domestic
Employment
Placement
3. Overseas Employment
Placement
4. Public Works Project
5. Vocational and
Skilled Training

Funding

Year
Cost Beneficiaries
(Rp billion)

MOM
MOM

2003
2003

SF

2002

16.32

480,285

MOM

2003

31.98

21,362

MOM

2003

289,8861

210,8341

Comments

No measurable
quantitative data
Expenditure not known
but not believed
to be significant.
Small government
funding
From oil subsidy
reduction
Expenditure not known

Extrapolated from available information.
Source: Interviews and various documents.

1

officials, Asabri for armed force, policemen and civilians work in Department
of Defense.
Jamsostek was established under Government Decree No. 36 in 1995 to
implement social and health insurance for private employees. The insurance
basically covers five programs: old age, general accident, accident at work,
death, and health. Through Jamsostek, social solidarity is created among
employers and employees in good cooperation, where the rich assist the poor,
the healthy assist the sick, the high-income earners help the low income
earners, and the young assist the old.
Participation in Jamsostek is mandatory for employers, companies, and
institutions such as central and regional government companies, foreign
companies, institutions, cooperatives, and personal companies, if they employ
at least 10 persons or pay at least Rp1 million in wages and salaries. Others not
fulfilling these criteria may voluntarily participate in the programs. The
companies must collectively register their employees. Each employee must
contribute 2% of his salary for the old age insurance program. This old age
insurance remains valid even if the employees have left their employment
and are no longer contributing.
For accident at work insurance, the contribution is around 0.24-1.74% of
the total monthly wage paid by the company. For old age insurance, it is 5.7%
of total monthly wage borne by the company and 2% paid by the employees.
For life insurance, it is 0.3% of total monthly wage borne by the company. For
health insurance, the contributions are 3% for single employees and 6% for
those with families and paid by the company. In 2002, the amount paid by
Jamsostek to the participants was Rp19,755 billion. It increased to 26,900
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billion in 2003, almost 36%. The number of beneficiaries was 17.3 million people
in 2002 and 19.3 million in 2003. All members constituted the beneficiaries of
this insurance since the amount paid not only consists of claims by the members,
but also include dividends and shares from company investments.
In 2003, it is estimated that around 94.79 million people were working,
the majority of which (around 64.57 million) work in the informal sector. The
remaining 30.22 million people work in the formal sector. Out of those working
in the formal sector, around 4.14 million work as government officials, Armed
Forces, and policemen, which are covered by other schemes of social insurance.
Therefore, the remaining 26.08 million work in private businesses and about
23 million work in the business sector and qualified to become members of
Jamsostek. In 2003, Jamsostek paid Rp9.44 trillion to all beneficiaries. Around
573,404 members received Rp9,354 billion for old age security; 105,846
members received compensation for accidents at work which amounted to
Rp32,562 billion; 10,485,649 members made use of health services; and 10,784
members received burial allowance of Rp13,077 million.
2. Armed Forces Members Insurance
Armed Forces Members Insurance or Asuransi Angkatan Bersenjata Republik
Indonesia (ASABRI) is a government-incorporated enterprise responsible for
the management of social insurance for the Armed Forces. By law, the
participants of ASABRI are all members of the armed forces, policemen, and
civilians working in the department of security and defense. The membership
is mandatory.
The program benefits for the participants are:
(i) Insurance for participants with pension rights;
(ii) Insurance cash value for participants with no pension right;
(iii) Life insurance for members died during active service;
(iv) Special life insurance for members died during combat/battle
(starting in January 2003 amounted to Rp35 million); and
(v) Funeral expenditure for participants died after pension.
The monthly contribution for old age insurance is 2.5% of basic salary
plus wife and child allowance, and the pension fund is 4.75%. While the benefit
consists of basic pension, wife and child allowance, and rice allowance, the
basic pension is 2.5% times the years of service, times the latest basic salary.
The wife allowance is 10% of basic pension and child allowance is 2% of basic
pension (with a maximum of two children), and rice allowance is Rp25,240
per person. The total amount is deducted by 2% for the health insurance
contribution. This pension is paid monthly.
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ASABRI is solely operated using funds contributed by the participants.
In addition to paying benefits to the participants, the funds are invested. In
2003, proceeds from investments (Rp270.5 billion) were about the same as
the contributions paid by the participants. In 2002, investment proceeds
were Rp274.1 billion, much higher than the contributions of Rp219.7 billion.
The proceeds from investments are returned to the participants in terms of
improved benefits; they are not distributed annually to participants through
dividends or interest payments.
In 2002, the amount of benefits paid to the beneficiaries was Rp91.6
billion and increased to Rp110 billion in the year 2003. These are much lower
than the contribution paid by the participants to the company. The financial
condition of this company is very healthy and no external funds are required;
even the company’s building is self-financed.
The number of beneficiaries of the company covers only those
participants receiving insurance benefits in a particular year. In 2003, there
are 23,706 beneficiaries receiving different kinds of benefits from the company,
while the number of all participants in that year is 862,411 persons such that
the ratio of beneficiaries to the participants is around 2.75%. Since this company
has specific target groups (Armed Forces, policemen, and civilians in defense
and security), and all members of these groups becomes participants by law,
the coverage rate is always 100%.
3. Civil Service Health Insurance
The objective of the program is to support the Government in the health
sector by organizing the social health care security based on managed care
system. The scheme to provide health insurance for all civil servants is
organized by the government-incorporated enterprise called Asuransi
Kesehatan (PT ASKES) or health insurance. With the Government Regulation
No.69/1991, membership was expanded in 1991 to also cover veterans and
national patriots with their dependents. Aside from providing secured health
care of its members, PT ASKES also has a role in organizing and supervising
the commercial health insurance sector. This sector mainly provides insurance
for middle and upper income groups with fixed incomes.
PT ASKES has two principal insurance schemes: (i) Health Insurance
for the Public (HIFP) and (ii) Health Insurance for Civil Servants (HIPC).
PT ASKES has collaborated with several local governments and private
institutions to increase the participation of employees of these agencies in
the schemes it offers. The total membership of PT ASKES in 2003 exceeded
15 million of which the great majority (over 90%) were civil servants. Total
expenditure on services to members in 2002 was Rp1.2 trillion.
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4. Saving and Insurance for Civil Servants
This program is ran by a government-incorporated enterprise, Tabungan dan
Asuransi Pegawai Negeri (PT TASPEN) or Savings and Insurance for Civil
Servants. The objective of PT TASPEN is to improve the prosperity of civil
servants and their families, especially when they reach old age. The agency
was founded in 1960, when the decree of the First Minister of Indonesia No.
380/MP/60 was issued.
PT TASPEN has two main activities: (i) the Tabungan Hari Tua (THT)
or Old Savings Program and (ii) the Pension Program. The participation of
civil servants in this program starts from their first promotion and lasts until
the end of their service. The savings rate is 3.25% of the salary per month
with accumulated savings and interest paid to civil servants when they retire.
The Pension Program started in 1987 to pay civil servants in three small
provinces. The agency has been paying the civil servants throughout the
country only since 1990. Nowadays, PT TASPEN also organizes the pension
program for government officials, independent patriots and veterans, Armed
Forces, and police who retired prior to April 1989, and employees of stateowned enterprises. During their career, the participants pay 4.75% of the salary.
Scheme membership is substantial. In 2002, the number of pension
program participants was reported to be almost 4 million and the number of
beneficiaries was 185 million. In the same year, the amount of money paid to
the beneficiaries was Rp14,890,650 million. By 2003, 3,966,626 active civil
servants were members; 1,882,883 people were receiving pensions; and 147,277
were receiving old age savings. The number of pensioners is accumulated,
consisting of those pensioned in 2003 and its previous years. Receivers of old
age security in 2003 are equivalent to those pensioned in 2003; since in the
year they withdrew their old age savings, they also started receiving monthly
pensions. In 2003, the total amount paid for old age security savings and
pensions was around Rp17,398 billion.
5. Traffic Accident Insurance Program
PT Jasa Raharja, a state-owned company, was appointed by the Government
to run the program since 1960. The mission of the company is to provide basic
protection and best services to meet the needs of the general public by
providing social and obligatory insurance program, particularly to victims of
traffic accidents using land public transportation. The company provides
compensation to assist death victims or injured persons in the accident.
However, the amount is not large enough to enable victims to maintain their
incomes; the amount is only sufficient to cover the direct costs resulting from
the accident.
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The funding is from compulsory levies and government contributions.
The levy is included in the price of the ticket paid by the passengers. In 2002,
the premium income derived from compulsory levies and contributions reached
more than Rp 890,000 millions. In the same year, to pay 64,336 victims the
company spent around Rp 372,971 million.
6. Social Welfare Insurance
The program on Social Welfare Insurance (ASKESOS) was set up by the
Minister of Social Welfare to accommodate the emergency needs of those
working in informal sectors and for those with insecure income. The foundation
of the program is based on the decree issued by The Ministry of Social Welfare
No. 51/HUK/2003. The program aims to give SP in the form of insurance for
informal sector workers when they are sick, have accidents, or die. In general,
the program also aims to improve household security though income
maintenance and to increase community participation on SP. Its activities are
collecting premiums and distributing benefits among others. Participants of
the scheme are those earning a minimum of Rp200,000 per month and aged
under 60 years. Compared to PT ASKES, which is a compulsory program for
civil servants, ASKESOS is a community-based program with voluntary
membership. As a newly established program, membership of ASKESOS is
still low at around 13,200 participants with total contributions of Rp7,500
million. In implementing this program in the regions, the Department of Social
Welfare gets support from the province government, regency/municipality,
subdistrict and village administration.
7. Summary
In Indonesia, the type and classification of social and health insurance are not
only based on the different functions of the schemes, but also on the target
groups. For the target groups, private company employees and Armed Forces
members, the same institution provides health and social insurance. The
financial statements, however, indicate how much is spent on health care and
other services. Therefore, the data on beneficiaries and expenditures for these
two categories can be individually produced; and the total sub-component
can be separated accordingly, as required for the study. The information and
data on health and social components are presented in Table 4.3.

D. Social Assistance Programs
1. Ministry of Social Welfare Programs
Social development in Indonesia aims at improving the welfare status of the
people to create favorable conditions to be able to satisfy their own needs.
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Table 4.3. Social and Health Insurance
Social and Health
Insurance
A. Private Company Employees
1. Participants
2. Beneficiaries
a. health services
b. old age security
c. accident at work
d. death allowance
B. Armed Forces Members
(ASABRI)
C. Saving and Insurance for
Civil Servants
1. Active Members
2. Pensioners & THT*
Receivers
D. Health Insurance for
Civil Servants and the Public
1. Participants (including
family members)
2. Recipients of Benefits
(partial information only)*
E. Traffic Accident Insurance
F. Social Welfare Insurance
(ASKESOS)

Beneficiaries
(people)

19,300,000
11,175,683
10,485,649
573,404
105,846
10,784
23,706

3,966,626
1,882,883

Expenditure
(Rp million)

9,440,000
40,487
9,353,874
32,562
13,077
110,000

Source
of Funds

Responsible
Institution

SF

JAMSOSTEK

SF

ASABRI

SF

TASPEN

SF

ASKES

JASA
RAHARJA
MOSW

17,398,000

15,040,000
1,217,616

1,202,590

64,336

372,971

SF/Govt.

13,200

7,500

SF/Govt.

Source: Most information from direct interviews and internal documents.
Note: THT* = old age savings; MOSW = Ministry of Social Welfare; SF = Self Financing.

Since the policy of local autonomy was introduced in 2001, social development
has been the joint responsibility of the central government (Ministry of Social
Welfare) and local administrations.
As mentioned in Law No. 25/1999 on Propenas (Program Pembangunan
Nasional or National Development Program), social assistance programs are
implemented through the Development of Social Welfare. The legal framework
is completed by the following laws:
(i) Law No.4/1979 on Child Welfare;
(ii) Law No. 4/1997 on Disabled Persons; and
(iii) Law No. 13/1998 on Elderly.
Indonesia ratified the Convention of the Right of the Child in 1990 and
with this, the Ministry gains more support to improve the social welfare for
children. Key features of Law No.4/1979 on Child Welfare are:
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(i)
(ii)

Children are defined as people of 20 years old or under;
Children have the right to welfare, caring and rearing, to benefit
from social services, and to prenatal and protection; and
(iii) In case of emergency children, have the right to be rescued,
assisted, and protected.
Law No 4/1997 on Disabled Persons ensures that disabled persons have
the right to:
(i) education at all units, paths, types, and levels;
(ii) work and decent living;
(iii) equal treatment;
(iv) be independent;
(v) rehabilitation, social assistance, and social welfare; and
(vi) skill development, capability, and social life.
Key features of Law No. 13/1998 on the Elderly describe several important
points, which are:
(i) elderly are people at the age of 60 years old or over;
(ii) elderly have the right to various services, namely spiritual/religious,
health, employment opportunities, training and education services;
(iii) elderly have the right to legal services, social protection, and social
assistance; and
(iv) elderly have the same responsibilities as other citizens.
Specific target groups for government social assistance programs operated
by MSW are: vulnerable children (abandoned children, needy under-fives,
delinquents, disabled and street children), economically vulnerable women,
abused women and old people, abandoned old people, physically disabled
persons and disabled persons caused by chronic diseases, sex workers, beggars,
homeless, ex-convicts, drug addicts, destitute families, families living in
improper housing, families with psychosocial problem, communities in remote
areas, communities living in dangerous areas, natural disaster victims, social
disaster victims/refugees, abandoned migrants, HIV/AIDS carriers, and other
vulnerable families. The largest of these groups are: the very poor people
(16,689,773 people),8 families living in improper housing (5,165,055),
8

Generally, targeting for these programs is based on a socio-economic groupings based on a
variety of indicators developed by, among others the Family Planning Board (FPCB). Poor
households are those that fall into the “pre-welfare” and “welfare” categories. Other programs
are based on possession of a poor certificate issued by the village head. These poverty lines
can lead to eligible households having incomes higher than the official BPs poverty line.
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abandoned children numbering (3,461,309), abandoned old people (2,848,854),
economically vulnerable women (1,449,203), and needy under-five children
(1,178,824). Details of the main programs are given below.
a. Abandoned Children
Abandoned children are housed in permanent shelters or orphanages in order
for them to have a normal life like go to school and play with other children.
In 2002, they also received assistance through the Health and Nutrition Sector
Development Program as part of the Social Safety Net Program. The Ministry
provides assistance to each child through the orphanage, consisting of:
(i) school registration;
(ii) annual school fee of Rp300,000 for primary school; Rp360,000 for
junior high school; and Rp540,000 for senior high school;
(iii) annual recreation of Rp20,000; and
(iv) health care.
In 2002, around 61,019 abandon children were assisted and the cost of
the program was Rp52,467 million.
b. Street Children
By definition, these are groups of children aged five to 21 years, who spend
most of their life on the street whether accompanied by their parents or not.
They may consist of children on the street (who work on the street) and
children of the street (who live in the street), who are the most vulnerable.
The main objectives of the program are to reunite street children with their
parents, reduce their bad habits, send them back to school, educate them to
become productive citizens, and improve their family income. The main
activities of the program can be classified into three: (i) treatment of the
street children, (ii) counseling the parents, and (iii) supporting the technical
personnel. Direct assistance to the children includes identifying the children,
providing companionship and recreation, reuniting them with their parents, school
registration, skills training, food assistance, income substitution, and health care.
The number of beneficiaries of this program in 2003 was 42,317 children,
who received assistance around Rp26,056 millions.
c. Delinquent and Drug Addicts
Delinquent children are children aged five to 21 years old, who have committed
crime, but because of their age, they must be sent to rehabilitation-like centers.
Most of them committed crimes because of drug addiction. The objective is
to achieve the social rehabilitation of offenders using both preventive and
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curative measures. To prevent children being delinquent or drug addicts, the
Ministry conducts intensive socialization among parents and youths. The
objectives of the program are to return the children to their family and to help
them adjust with the normal environment among others. The program has
assisted 2,048 people at a cost of Rp5,345 million.
d. Abused Children and Adults
The objectives of the program are to reduce the level of abuse, protect the
victims from further exploitation and discrimination, and identify appropriate
actions to save and protect the victims. Activities to meet the objectives are
evacuation, provision of ad hoc shelter, problems and needs assessment,
provision of life security, advocacy and counseling, and reference among others.
There are three different ways to treat the victims: (i) for children under 18
years old, (ii) for those aged 18-60 years, and (iii) for old people aged more
than 60 years. In 2003, the target was to assist 14,274 abused persons, but
only 95% (13,560 persons) were reached by the program. The Ministry spent
Rp25,000 millions for this program
e. The Destitute and P
oor F
amilies Living in Slum Areas
Poor
Families
Program targeting is based on three criteria: (i) household income, (ii) housing
conditions, and (iii) local environment. To be eligible, a household should have
very low income—under Rp50,000 per month in rural areas and under Rp95,000
in urban areas. The criteria for the housing conditions include floor size not
more than 4 sq m (urban) and 10 sq m (rural), no clean water, no toilet facility,
nonpermanent roof, and wall made of bamboo, leaf, or grass. The condition of
environment should be in slum areas, no sanitation, poor pathways, etc.
Major activities of this program are firstly, giving assistance in housing
and environment rehabilitation, and secondly, relocating the households. In
2003, the Ministry spent Rp225,000 million to assist 144,500 families (578,000
persons) out of 608,421 targeted persons. Meanwhile, the assistance to the
poor living in slum areas was given to 13,240 persons (95% of target) and the
funding was Rp15,000 million.
f. Disability
The only government agency taking care of disabled people is the Ministry of
Social Welfare (Directorate for the Development of Social Rehabilitation and
Service for Persons with Disabilities). The goal of this program is to unify the
vision, mission, and perception in providing social services and rehabilitation
of disabled persons. The program services consist of:
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(i) provision of physical and nonphysical access;
(ii) rehabilitation;
(iii) social assistance; and
(iv) maintenance of social welfare level.
There are three different programs related to disabled people, namely
disabled children under 18 years old,9 disabled adult persons, and disabled
persons caused by chronic diseases. To improve awareness and acceptance,
the Ministry also conducts intensive socialization exercises with other family
members, friends, schools, and people in the community and working places
of the disabled. For this program, the Ministry spent Rp15,868 million to assist
10,540 disabled persons.
g. R
ehabilitation of the Socially V
ulnerable
Rehabilitation
Vulnerable
In this program, vulnerable groups such as poor farmers and fishermen, street
children, sex workers and ex-convicts are targeted. To help around 617,502
persons in the year 2003, the Government has spent about Rp239,154 million.
The assistance is generally given in the form of food when the target must
stay in boarding places or centers for training or rehabilitation. The majority
of the beneficiaries are children.
h. The Elderly on their Own
The Indonesian population is ageing as can be seen from the increasing life
expectancy. In this situation, the elderly may face the complex problem as
individuals, family members, and members of the community. The overall
objective is to enable the aged to enjoy their old days and have their physical,
social, psychological, and spiritual needs fulfilled. In 2002, the program has
reached 11,682 old people at a cost of up to Rp15,190 million.
i. Natural and Social Disaster V
ictims
Victims
In 2002/03, MOSW provided assistance in Rp874 billion value to over 340,000
victims of natural and social disasters in the form of direct assistance and inkind handouts.

9

Those with physical disabilities (abnormal bone, joints, and muscles), visual impairment,
hearing/vocal impairments, victims of chronic diseases, and mental and developemental
disabilities (acute learning difficulties, ex-psychotics, autism, Down’s syndrome)
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2. Social Welfare Programs Operated by Other Government Agencies
a. Rice for the P
oor
Poor
This project is ran by the Badan Urusan Logistik (BULOG) or Board of Logistic
Affairs, the government institution responsible for stabilizing the prices of
nine staple food (bahan makanan pokok) through market operation. The Rice
For The Poor Program started in 1998, when the country was hit by a financial
crisis. The main objective is to improve food security among poor households
by giving them cheap rice. Being heavily subsidized, the price of rice distributed
is less than half the market prices.
Every poor household receives 20 kg of rice per household per month.
The rice is distributed by BULOG through special market operation with the
help of local governments. To guarantee that the operation will reach the target
group, accurate information on the number and location of poor households
must be provided. Fortunately, the data on the number of poor people per
district is compiled by BPS, while the poor households to be targeted in each
district are identified using data provided by Family Planning Board.10
This project is financed by the Government using the funds set aside
from the oil subsidy reduction. In 2003, rice, amounting to Rp4,830,778 million,
was distributed to the poor. The original target was to reach 8.2 million
households (20 kg/month each), but the final number of beneficiaries increased
to 12 million households. In consequence, the amount of rice allocated to
each household was less than 20kgs. According to a survey conducted by a
university, one household got only 13 kg of rice per month, which is barely
enough to support one person.
b. F
uel Oil and Electricity Subsidies
Fuel
Oil directly or indirectly plays an important role in the national economy and
welfare of the people. As the main source of energy, it is used by individuals,
households, and industry. It is used for transportation, cooking, and to produce
goods and services needed by the people. In a broad manner, it influences the
welfare of the people since it constitutes a significant proportion of household
expenditure. Rich households consume more energy, but relatively poor
households suffer more if the price of oil increases. For many years, therefore,
the price of oil has been heavily subsidized to keep it affordable to the poor.
Current government policy is, however, to rationalize the price and use
of oil by gradually withdrawing the subsidy. As a result oil prices will increase.
In 2003, the subsidy was still large. There was no reduction in 2004 due to the
general election. The oil subsidy reduces the price of oil paid by the households.
10

E.g. households falling into “pre-welfare” and “welfare 1” categories; see earlier footnote.
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In this case, there is a transfer of money from the Government (financing the
subsidy) to the households (paying lower oil prices). The subsidy is particularly
aiming assistance to the poor, so that poor people can afford to buy fuel for
cooking and lighting. Therefore, households pay lower kerosene prices than
factories. In Indonesia, about 89% of households use kerosene for cooking,
lighting or other uses. These are mostly poor households since richer
households use cleaner and more expensive sources of energy. Gasoline and
diesel oil are also subsidized because they constitute significant proportions
of the costs of public transportation and of boats for small fishermen.
The subsidy is directly given to Pertamina, a government oil company,
in charge of producing oil and distributing fuel to the consumers. With
increasing international price of oil, the subsidy is expected to increase in
2004, since Indonesia still imports oil to be refined for use in the country.
Another energy subsidy is given to the state-owned company Perusahaan
Listrik Negara (PLN). The purpose is to sell cheaper electricity to small users.
Households using less than 450 watt of electricity pay 20% less than the normal
electricity price. A large amount of money is allocated for this electricity subsidy.
The assistance from the Government on oil and electricity price subsidy
is very significant for the poor to reduce their expenditure. However, since
the subsidy is not specifically directed to the poor, these price subsidies are
considered to fall outside the definition of SP used in this study as they can
be enjoyed by all households in so far as they use kerosene, public transportation
or small amounts of electricity.
c. Housing Assistance
Poor households in urban areas mostly live in low quality housing. They cannot
afford to buy decent housing. They live in slum areas with very poor access to
clean water, sanitation, and electricity. Poverty reduction programs that are
implemented by the Ministry of Housing and Public Works consist of improving
the housing environment and facilities as well as assistance to the poor to be
able to live in better housing, among others. The program that can be included
into the SP study is the Provision of Small Housing Program that has two
main activities:
(i) Small Housing P
rogram
Program
The objective of the program is to help the poor to buy a small and simple
house through long-term credit. The Government assists them by giving loans
at subsidized interest. In 2002, assistance was given to 130,000 households
(494,000 people) with a total expenditure of Rp256,000 million through this
scheme.
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(ii) Assistance for Housing P
rogram
Program
This program is to help the poor improve the quality of their house through
group empowerment program. In 2002, around 4,659 households (17,700
people) were given assistance worth Rp14,114 million to fund the renovation
or development of their houses.
3. Summary of Government Social Welfare Programs
Table 4.4 summarizes the information on government social welfare programs.
It should also be noted that total MOSW expenditure on their programs in
2003 was about Rp720,645 million by central government with another
Rp207,015 million spent by local administrations.
4. Government Health Care Assistance Programs
In 2002, the Ministry of Health launched two different programs to provide
assistance with health care costs. The first one is called Jaring Pengaman Sosial
Bidang Kesehatan (JPS-BK) or Social Safety Net for Health (SSN-H). This
program originally started in 1998 to cope with the impacts of the financial
crisis, when its prime focus was to support health/nutrition services and recruit
village midwives. The objective of JPS-BK/SSN-H is to maintain and improve
the health status of the poor.. These objectives are achieved by providing the
Table 4.4. Government Social Welfare Programs
Social Assistance from the
Government

Number of
Beneficiaries

Abandoned Children
61,019
Street Children
42,317
Delinquent and Drug Addict
2,048
Abused Children and Adults
13,560
Destitute and Poor Families in
591,000
Slum Areas
Disability Program
10,540
Rehabilitation of the Socially
617,502
Vulnerable
Elderly
11,682
Others
Rehabilitation of Sex Worker
83,386
Social Assistance to Patriot
26
Natural and Social Disaster Victims
342,024
Rice for the Poor
12,000,000
Provision of Small Housing Program
Housing for the poor
17,700
Small housing program
494,000

Expenditure
(Rp million)

Source of
Funding

Agency

52,467
26,000
5,345
25,000
240,000

GO
GO
GO
GO
GO

MOSW
MOSW
MOSW
MOSW
MOSW

15,868
239,153

GO
GO

MOSW
MOSW

15,190

GO

MOSW
MOSW

40
784,311
4,830,778

GO
GO
GO
GO

14,114
256,000

GO
GO

MOSW
BULOG
MOHPW

Source: Most information are from interviews.
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poor basic health and maternal services as well as nutritional improvement
services to malnourished pregnant/lactating mothers and under-five children..
The three main target groups are (i) the poor; (ii) pregnant, birthgiving, and
lactating women, and the babies of the vulnerable groups; and (iii) malnourished
vulnerable groups.
The second program is called Penanggulangan Dampak Pengurangan
Subsidi BBM Bidang Kesehatan (PDPSE-BK) or Alleviation of the Health
Impacts of Oil Subsidy Reduction (AHIOSR). The program was set up in
2001/02. As implied by its name, the objective of PDPSE-BK/AHIOSR is to
cope with the health impact of oil subsidy reduction by providing free basic
health services to the poor (especially “Health Card” holders). These two projects
are currently under the same program called Program Kompensasi Pengurangan
Subsidi Bahan Bakar Minyak Bidang Kesehatan (PKPS-BBM BidKes).
The programs involved the following: (i) provide free health services in
the form of in-patient care for the poor; (ii) free basic Puskesmas (health
centers) services and generic medicine for the poor; and (iii) free Hepatitis B
immunization for the poor and their babies. The assistance given to the poor
is in the form of services, immunization, and medicine. The poor who get sick
can use the out- and in-patient services and receive free medication. The cost
of these services is then reimbursed by the Government.
Eligibility is conferred by the issuance of health cards provided to families
generally falling within the pre-welfare and welfare 1 categories used by several
agencies for poverty-targeting. In some areas, kartu miskin (a poor certificate)
can be used to obtain the benefits of these programs.
The cost of JPS-BK in 2002 was about Rp500 billion, funded by the
Government. In 2002, the program targeted around 4.4 million in-patient days
at 446 hospitals, free Hepatitis B vaccine for 1437 babies of the poor, and free
generic medicine for 47.9 million poor people.
In the 2003, PKPS-BBM BidKes spent about Rp945.25 billion to provide
health services for the keluarga miskin (Gakin) or poor households. The
beneficiaries are:
(i) around 88,000 in-patients (156% of the target) with the average
of five-day stay in the hospital;
(ii) 14,670,000 poor people (out of the targeted 14,776,928) treated
by Bidan Di Desa (BDD) or midwives in the village;
(iii) 37,600,000 poor people given medicine (100% of the target); and
(iv) 1,393,890 poor babies (100% target) given hepatitis vaccine.
Summary information on these two programs is given in Table 4.5.
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Table 4.5. Government Assistance in Health
Social Assistance
from Private
Sectors and NGOs

Year

No. of
Beneficiaries

Expenditure Source of
(Rp million)
Funding

Agency

1

Social Safety Net for
Health (SSN-H)

2002

48,800,000

469,900

GO

MOH

2

Alleviation of the
Health Impacts of Oil
Subsidy Reduction
(AHIOSR)

2003

53,751,890

945,250

GO

MOH

Source: from interview and various documents.

5. Social Assistance from National Private Sectors and NGOs
In Indonesia, reciprocity or Gotong Royong (community self-help) has been
the tradition since the old time. A fundamental tenet of Islam is Zakat, whereby
well-off Moslem community members of their income should donate some of
their income (up to 2.5%) to the poor. Christians also have a long tradition of
community self-help and charity. In consequence, there are many private or
religious NGOs operating welfare programs. The most important of these
programs are described below.
a. Student Scholarship of GNOT
A
GN-OT
OTA
The Foster Parent Movement Foundation or Gerakan Nasional Orang Tua
Asuh (GN-OTA) was founded in order to provide school scholarships for the
children of poor families. The foundation collects contributions from donors
and distributes it to the poor. GN-OTA has many potential donors such as
government agencies (10), private institutions (seven), community groups
(14), individuals (174), and NGOs (three).
To publicize the scholarships, GN-OTA distributes leaflets and
application forms throughout the country, collects the applications, and selects
the eligible students who will be awarded the scholarship. The scholarship is
given to the recipients to pay for tuition and buy some school materials and
equipment. The target is to prevent poor and disabled children aged 7 to 15
years old from dropping out of schools. To apply for the scholarships, a school
must, by way of school board meeting, identify eligible children, complete
and send applications to the foundation.
In the 2002/03 academic year, the donors contributed Rp4,948 million,
while the money distributed is approximately Rp6,877 million. With this
amount of money the institution can help around 59,604 primary and 12,605
secondary school children as targeted. The definition for the poor used to
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identify the beneficiary is adopted from BKKBN/NFPB, namely families in
the pre–prosperous and prosperous level I categories.
b. Bazis P
rogram
Program
Badan Amal Zakat, Infaq, dan Sodakoh (Bazis) or Board of Religious Levy/
Alms/Donation of Islam followers consists of four important units, each
responsible for different programs: disaster victims, education, health, and
economic assistance.
(i)

Bantuan K
emanusiaan K
orban Bencana Alam/ Humanitarian
Kemanusiaan
Korban
Assistance for Natural Disaster V
ictims
Victims
The objective is to assist and rehabilitate natural disaster victims. The activities
are distributing food, clothing, school kit, and health services to the victims.
In 2003, The National Bazis spent about Rp654 millions to assist approximately
77,682 natural disaster victims. This program is excluded from SPI, since it is
a general program and the data is unpredictable. It is not directed to any of
the target groups within this study.
(ii) Bantuan P
endidikan/Educational Assistance
Pendidikan/Educational
The objectives are to provide scholarship for school children and students at
universities in order to improve the intellectual capability of the younger
generation. The activities include identifying poor students and distributing
scholarships. In 2003, the organization spent Rp252 million to assist 1,805
students. This is actually a child protection project.
(iii) Bantuan K
esehatan/Health Assistance
Kesehatan/Health
The broad objective is to improve the health status of the people and the
activities are to provide free health services, family doctors for the poor, and
fumigation against Aedes Agepty mosquitoes. There were 11,606 outpatients
as well as in-patients receiving health assistance for which the organization
spent Rp418.10 million. This is social assistance for the poor, since Bazis
programs are always directed to the needy ones.
(iv) Bantuan Ekonomi/Economic Assistance
The objective is to create employment and improve the income of the poor.
This is achieved by distributing some facilities and access to work or to do
business. Compared to other Bazis programs, this program is very small. In
the same year, the program succeeded in making 155 proposals, which enabled
them to get a total of Rp399 million. This program is categorized as a
microcredit program.
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Bazis program also exists at provincial and district level, but as mentioned
before only the national Bazis was visited. Therefore, the contribution of
provincial Bazis to national SP program can only be estimated here. Based on
the fact that the amount of money circulated in Jakarta is 60% and taking to
an account that Jakarta Bazis is a strong organization (estimated to contribute
50%), it is estimated that the national Bazis programs contribute around
Rp2,585 millions to assist 139,570 beneficiaries.
c. Mass Media P
rograms
Programs
Indonesian’s characteristic of gotong royong is seen in the daily activities of
almost all communities and groups. Among electronic media, newspapers, and
magazines there are some activities directed to assist the needy. Some of the
activities are regular and some others are ad hoc, i.e. for emergencies or natural
disasters. Table 4.6 lists the daily newspapers and magazines that operate
these programs.
Table 4.6. Newspapers and Magazines with SP Program
Newspaper/Magazine

Location

Kompas
Republika
Suara Pembaruan
Media Indonesia
Jawa Pos
Suara Merdeka
Pikiran Rakyat
Kedaulatan Rakyat
Bali Pos
Nusa Tenggara
Fajar
Sianggalang
Akcaya
Lampung Pos
Manado Pos
Waspada
Surya
Solo Pos
Banjarmasin Post

Jakarta
Jakarta
Jakarta
Jakarta
Surabaya
Semarang
Bandung
Yogyakarta
Denpasar
Denpasar
Makasar
Padang
Pontianak
Lampung
Manado
Medan
Surabaya
Solo
Banjarmasin

Majalah Femina
Majalah Panji
Masyarakat
Majalah Kartini
Majalah Ummi
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Program

Periodicity
Regular
Regular
Ad hoc
Ad hoc
Ad hoc
Ad hoc
Regular
Ad hoc
Regular
Ad hoc
Regular
Ad hoc
Ad hoc
Ad hoc
Ad hoc
Ad hoc
Regular
Regular

Jakarta

Dana Kemanusiaan Kompas
Dompet Dhuafa Republika
Dompet Bencana SP
Dompet Bencana MI
Jawa Pos Peduli
Peduli Bencana
Dompet Amal
Dompet Bencana Alam
Dana Punia
Dana Punia
Dompet Peduli
Dompet Amal
Dompet Akcaya
Lampung Peduli
Bersih-bersih Manado
Peduli Waspada
Surya Peduli Kesehatan
Solo Peduli
Tolonglah Daku…!
Banjarmasin Peduli
Yayasan Sekar Melati

Jakarta
Jakarta
Jakarta

Pundi-pundi Umat
Dompet Kartini
Takaful

Regular
Regular
Regular

Ad hoc
Regular
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The W
allet of the P
oor
Wallet
Poor
oor.. It is a program ran by DD Republika Foundation,
which was registered on July 2, 2003. The objective is to improve the usage of
community assets for self-help. The activities are distributing goods for the
poor such as food and clothing and providing money to cover medical costs,
schooling and housing cost, mortuary/burial expenditures, and for emergency
purposes, as well as for business credit. The funding comes from Moslem
donors and religious tax (Zakat, infaq, and sodakoh). The assistance will be
given only to Moslem poor. The number of beneficiaries in 2003 was 400,000
persons and the amount of money spent was Rp822 million.
Only one of the SP program ran by or related to daily newspapers or
magazines has been investigated. Assuming that all eight Jakarta media groups
have similar programs to the Wallet of The Poor, then the printed Jakarta
media will contribute more than Rp6,579 million of expenditure to national
SP program and will benefit around about 3,200,000 people.
Electronic media does not want to be left behind by others (see Table
4.7.). Among seven TV stations, five of them have social assistance programs.
Indosiar Peduli Kasih is the name of a well-known social program broadcast by
the by Indosiar TV Station. The program started in September 2000. It has
several activities including distribution of writing books to students through
schools and foundations and health assistance to the poor among others. Until
2003, this program has helped finance the medical treatment costs of 2,064
patients or nearly 700 patients each year including 34 patients who underwent
cardiac surgery in mid-2003. The amount of fund collected since the beginning
Table 4.7. Electronic Media with SP Program
Name of Media

Location

RCTI
SCTV
Indosiar
TPI
Anteve
Radio Elshinta
Radio News FM
RRI Pro 2 FM
Radio Ramaco FM
Radio Delta
Radio Music City FM
Radio SP FM
Radio MQ AM
Radio Prosalina
Radio Pelita Kasih
Radio Akbar

Jakarta
Jakarta
Jakarta
Jakarta
Jakarta
Jakarta
Jakarta
Jakarta
Jakarta
Jakarta
Jakarta
Jakarta
Bandung
Jember
Jakarta
Jember
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Program

Periodicity

RCTI Peduli
Pundi Amal SCTV
Peduli Kasih
TPI Peduli
Kharisma
Elshinta Peduli
Dana Kemanusiaan
Pro 2 Peduli
Ramaco Peduli
Delta Peduli
Music City Care
SP Peduli
Kencleng Umat
Dompet Bencana
Dompet Kasih
Peduli Bencana

Regular
Regular
Regular
Regular
Regular
Regular
Regular
Ad hoc
Ad hoc
Ad hoc
Regular
Regular
Regular
Ad hoc
Ad hoc
Ad hoc
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of the program has reached more than Rp18,000 millions. It is estimated that
each year the program will spend around Rp5,000 million each year.
To estimate the contribution of electronic media to the national SP
program, similar assumptions were used as for the print media programs. All
four TV stations combined with all radio stations are equal to four times
Indosiar’s program. This will produce the estimated figure of electronic
media’s contribution to national SP program to nearly 3,500 beneficiaries and
around Rp25,000 million of spending. Most of the assistance is for the medical
treatment of poor families.
Table 4.8 summarizes SP projects and programs conducted by the private
sector and nongovernment organizations.
Table 4.8. Private Sectors and Nongovernment Assistance
Social Assistance From
Private Sectors and NGOs

Number of
Beneficiaries

Expenditure
(Rp million )

Student Scholarship
Health Program
Disaster Victim Program
Economic Program
Education Program
The Poor Wallet & Daily
Newspaper Program
Peduli Kasih & TV Program

72,209
11,606
77,682
155
1,805
3,200,000

6,877
418
654
399
252
6,579

3,500

25,000

Source of
Funding

Agency

NGO
NGO
NGO
NGO
NGO
PS

GN-OTA
BAZIS
BAZIS
BAZIS
BAZIS
D-HUAFA

PS

INDOSIAR

Source: Authors.

E. Micro-/Area-Based Schemes
1. Microcredit Programs
Microcredit in general is not part of ADB’s definition of SP, although it can be
included if MCF projects “include microinsurance, promote community selfhelp or other social protection policies.” In Indonesia, most MCF projects are
directly targeted at the poor, often through NGOs. They involve small loans
and operate through small household credit groups. Interest rates (especially
of the government schemes) are often subsidized, and they require little or
no collateral. MCF schemes form an important component of both government
and foreign-funded, integrated poverty alleviation projects. They are also seen
as being potentially effective in adding to the assets of poor households. Finally,
they are programs directly targeted at poor households—which we see as being
one key objective of SP programs. For these reasons, we considered that they
should be included as part of Indonesia’s SP activities.
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The main MCF program is Kredit Usaha Keluarga Sejahtera (KUKESRA)
or Credit for Family Welfare. The main objective of the credit scheme is to
empower families, especially of categories pra-sejahtera (pre-welfare) and
sejahtera 1 (welfare 1)11 by giving soft credit at low interest rates through a
simple and quick procedure for the enhancement and development of their
economic activities. Funds are provided by the Mandiri Foundation (Self-help
Foundation). This foundation was established by the former president Suharto
during the period of economic boom in Indonesia in order to manage the large
amount of charitable funds donated by successful businessmen. The Mandiri
Foundation initially channeled the funds to poor households through the family
planning board in order to support the implementation of the birth control
program. The credit scheme is operated through one of the largest national
banks, Bank Negara Indonesia, using its widespread network of branches in
cooperation with the local post offices.
The credit is given to individuals, but to increase the scale of the business
they must organize themselves in groups called UPPKS groups. These groups
consist of families of different welfare stages interacting to pursue the same
effort in enhancing their productive economic activities. In addition to
achieving economies of scale, the UPPKS also provide a structure for other
government family development programs. There are many constraints in
developing the economic activities of members of the UPPKS, because the
families are mostly subsistence households. The main constraints relate to
inferior technology and lack of marketing know-how.
One solution is to create partnerships with more capable enterprises.
However, these enterprises need incentives to encourage them to form such
partnerships with the KUKESRA households. The Government has therefore
introduced a credit called Kredit Pengembangan Kemitraan Usaha (KPKU) or
Credit for Business Partnership Development. KPKU is given to SMEs and
cooperatives to assist the development of small-scale household economic
activities through mutual partnerships by providing lower prices for inputs,
marketing of the products, as well as technical and managerial advice to the
households receiving KUKESRA. This way the credit will help both the
households and the SMEs. The Department of Cooperatives and Family
Planning Board are responsible for listing the SMEs and cooperatives eligible
for KPKU who can cooperate with the UPPKS. Funds are disbursed through
BNI and BRI subject to normal bank requirements.
11

These are household categories based on a poverty typology developed by various agencies
in Indonesia to target poverty reduction programs. The typology is based on a variety of
indicators, including housing conditions, purchases of new clothing or shoes, and frequency
of eating meals with meat.
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Again, to ensure the success of the use of the credits by the households,
another type of credit, credit for the application of correct technology and
poverty alleviation (Kredit Penerapan Teknologi Tepat Guna-Pengantasan
Kemiskinan [KPPTG-TASKIN]) is also provided to eligible groups. The
objective is to assist the families to purchase and use the correct tools and
equipment to step up their productivity.
By January 2003, the achievement of the credit scheme is Rp53,982
million for KUKESRA; Rp197,099 million for KPKU; Rp45,703 for KPTTGTASKIN; and Rp23,978 million for KUKESRA-Mandiri. Therefore, the total
amount of credit in 2002 is Rp320,762 million. The beneficiaries covered are
10,272 groups or 557,942 people for KUKESRA; 12,634 groups or 232,598
persons for KPKU; 6,396 groups or 117,754 persons for KPTTG-TASKIN;
and 56,970 groups or 104,885 persons for KUKESRA-Mandiri. In total, over
one million people have benefited from these credit schemes.
The coverage of the credit program cannot be ascertained precisely, since
it depends on certain criteria of household consumption to determine the
pre-welfare and welfare 1 groups. However, it was mentioned that so far after
its long existence, the beneficiaries have covered about 75% of the number of
households eligible for the credits.
In January 2003, a Memorandum of Understanding between all the
institutions concerned in one way or another with the credit scheme was issued
to terminate all credits. The plan is to replace the schemes with more suitable
ones, following the change of socio-economic conditions after the economic
crisis. One of the new schemes is to provide credit to empower the UPPKS to
become sound local financing institutions. Another proposal is to provide
credits without collateral to successful KUKESRA recipients, sufficiently large
enough to enable the sustained development of their productive activities.
There are other proposals in the pipeline. However, none of these newly
planned credits have yet been implemented.
2. Area-Based Programs
Government policy on poverty alleviation is based around the community
empowerment approach to improve the income of the poor. The microcredit
programs mentioned above essentially involve the promotion of incomegenerating activities through soft loans to individual families or groups of several
poor families to enable them to increase their incomes and thereby, to fulfill
their basic needs. There are also a number of programs that aim to help the
poor through a community-based approach by improving community facilities.
These include the Sub-district Development Program, the Backward Village
Development Program, and the Village Facility Program. The following four
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programs are considered to contain elements that fall within this study’s
definition of social protection.
a. Small F
armer and F
ishermen Income Alleviation P
rogram (P4K)
Farmer
Fishermen
Program
The Ministry of Agriculture is the executing agency for this program, which is
funded by ADB, IFAD, and the Government of Indonesia. The objective of
this program is to develop a participatory and sustainable approach to
empowering the rural poor, especially small farmers and fishermen, by
increasing their income and prosperity. There are two main activities:
(i) providing opportunities for poor families to develop and manage
productive business through nonformal education, and
(ii) assisting the poor by providing affordable loans through the funding
of microenterprise.
Basically, the empowerment is performed through six stages of credit.
It is hoped that the accumulation of the credit for the small farmers and
fishermen will, at the final stage, increase their income per capita above the
poverty line and increase individual and group access to capital, markets, and
technical assistance required for the development of enterprises. Counselors
consisting of field social workers assist in each stage by providing facilities,
guidance and training.
b. P
overty Alleviation through Agro
-business System Approach
Poverty
Agro-business
This is a program implemented by the Ministry of Agriculture and has been in
operation since 2002.. The funding provided by ADB, IFAD, and the
Government of Indonesia totaled to Rp1,600 billion consisting of group
empowerment activities (Rp167.2 billion), financial intermediation (Rp1,211
billion), and strengthening institutional counseling (Rp254.4 billion). The
objective is to build self-supporting, empowered local communities that can
develop village facilities, and increase family income and prosperity by
developing agro-business. The target group of this program is the poor and
most of the funds are channeled directly to individuals as microcredit via the
banks or other suitable financial institutions.12 Since the objective of the project
is to increase the income for the poor, this project is included in poverty
alleviation. Funds for group empowerment and institutional counseling
strengthening component are channeled through normal government
mechanisms.
12

Where local conditions are not ideal, funds are channelled to banks via the government
budgetary system.
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c. Urban P
overty Alleviation P
roject (P2KP)
Poverty
Project
This program is the responsibility of the Ministry of Settlement and Public
Works (KIMPRASWIL). The funding for the period of December 1999 to
December 2003 is equivalent to $100 million coming from IDA credit No.
3210-IND. Term of credit is for 30 years with a grace period of 6 months. Up
to December 2001, the project expenditure amounted to $49.4 million to
assist 45,000 families.
The objectives of the program are to accelerate poverty eradication and
increase the capacity of government institutions to alleviate poverty in urban
areas, but especially in the largest cities. The activities are based on the
integration of the three effort (tridaya) concept: (i) social empowerment
activities to increase manpower capability through the development of
institutions at grassroots level; (ii) economic empowerment activities by
increasing productive economic activities through revolving loans; and (iii)
environment empowerment activities to increase the quality of housing and
settlements. Targeting is at the ward (kelurahan) level with teams consisting
of a ward facilitator (fasilitator kelurahan) and a regional management counselor
(konsultan manajemen wilayah) assisting the community group (kelompok
swadaya masyarakat), which runs the income-generating activities.
Data on expenditure on this program in 2002-2003 is estimated to have
been around $33.76 million, Rp287 billion covering around 45,000 families or
171,000 people.
d. Economic Empowerment of Coastal Community (PEMP)
The executing agency of the program is the Ministry of Maritime and Fisheries.
The fund originated from the fuel subsidy reduction program in fiscal year
2002, with the allocation of funds from the Ministry of Finance to eligible
districts and cities. PEMP consists of three components: (i) funds for
community productive activities, (ii) PEMD consultative funds, and (iii)
project management funds
The general objective of the program is to increase the prosperity of the
coastal community through the strengthening of social and economic institutions,
and local participation by sustainable and effective uses of coastal and sea
resources. To meet this objective, the ministry set specific objectives as follows:
(i) increasing participation in planning, performing, controlling and
developing local economic activity;
(ii) creating jobs and business opportunity of coastal community link
to coastal and sea resources;
(iii) strengthening social economic institutions and cooperation in
supporting regional development;
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(v)

125

accelerating productive economy of coastal community; and
decreasing the burdens caused by fuel price increase by creating
sustainable business enterprises.

One important objective of this project is to increase income and create
employment opportunities. However, there is no direct transfer of funds to
the target groups. The objective is mainly obtained through institutional
development. This project is, therefore, excluded from the study.

3. Summary of Area-Based Schemes
The expenditure and beneficiaries of the Micro-/Area-based schemes described
above are given in Table 4.9.
Table 4.9. Summary of Micro-/Area-Based Schemes
Program/Project

KUBE*
KUBE for the socially vulnerable
Small farmers and fishermen
TAKESRA/KUKESRA
City Poverty Alleviation Project
(P2KP)
Poverty Alleviation Through
Agribusiness (loan component)

Number of
Beneficiaries

Source of
(Rp million)

Expenditure
Funding

Agency

44,570
900
253,000
1 million
171,000

42
720
444,000
320,762
287,000

GO
GO
GO/foreign
GO
GO/IDA

MOSW
MOSW
MOA
FPB
MOHPW

1,211,000

GO/foreign

MOA

Bazis = Islamic Charity Organization; FPB = Family Planning Board; GO = Government; MOA=
Ministry of Agriculture; MOHPW = Ministry of Housing and Public Works; MOSW = Ministry of
Social Welfare; NGO = Nongovernment Organizations;
*These are programs, including microcredit targeted at vulnerable groups.
Source: Most information from interview and various documents

F. Child Protection Programs
1. Child Support Programs
These internationally funded programs described in Section D. Social
Assistance and Child Protection Programs are described under F.
2. Government Educational Assistance Programs
The Ministry of National Education (MONE), and the Ministry of Religion
(MOR) are responsible for assisting members of vulnerable groups with their
education. MONE is executing a program with three subprograms: (i) special
student assistance, (ii) nonformal education, and (iii) university student
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fellowship. The MOR supports religious schools through three subprograms:
student assistance (one program) and social assistance to teachers (two
programs). Details of these programs are given in the following paragraphs.
a. Special Student Assistance (Bantuan Khusus Siswa [BKM])
The objective of this program is to prevent poor children from dropping out of
school by giving them monthly allowances: Rp60,000 to poor primary school
students; Rp120,000 to poor secondary school students; and Rp150,000 to
poor high school students. In 2003, 7,416,252 students received total assistance
of Rp579,810 million.
Beneficiaries (dropouts or potential dropouts) are identified by the school
board based on teachers’ knowledge of students who are always late in paying
school fees, own only a limited number of school uniforms, and/or do not have
textbooks or school equipment, etc. The list of these students is then sent to
the region’s Education Office. The assistance given by the Government is in
cash and is directly mailed to the student account at schools.
The BKM program is also implemented in religious schools supervised
by MOR with the aim of preventing poor children from dropping out of
Madrasah (Islamic Schools). Allowances are lower than the MONE program:
Rp60,000 to poor students in Madrasah Ibtidaiyah (primary school); Rp120,000
to poor student in Madrasah Tsanawiyah (secondary school students); and
Rp150,000 to poor students in Madrasah Aliyah (high school students). In
2003, the program spent Rp48,600 millions to help 683,550 students.
b. Nonformal Education
The objective of this MONE program is to improve educational standards
through nonformal education or training. The program is directed at three
different target groups, namely school dropouts, unskilled community
members, and young university graduates. Two different kinds of training are
involved (see below). In 2003, spending for these activities reached Rp239,154
millions and there were 617,502 participants out of nearly 16.8 million targeted
persons. The program’s funding comes from the fuel subsidy budget set aside
to improve the education of the poor. This program is considered to be a labor
market program since its objective is to assist school dropouts, unskilled
community members, and young university graduates to find employment.
(i) School Dropouts T
raining
Training
Primary school dropouts have such limited knowledge that they are unable to
compete in the labor market. To assist them to improve their knowledge, the
ministry attempts to train them through nonformal education programs, such
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as functional literacy training program and A/B/C package program. Utilizing
the program A package, primary school dropouts can accomplish a primary
school diploma; B package program enables secondary school dropouts to attain
secondary school diploma; and C package program creates the opportunity for
senior high school dropouts to accomplish a senior high school diploma.
(ii) Community T
raining
Training
The community training consists of two types, namely training directed at
unskilled community members and training to young university graduates.
The materials for the two trainings are different. The objective of the first
training is to provide assistance to community members lacking a skill to find
job, while the second one is to provide assistance to university graduates to
set up businesses.
c. Student F
ellowship P
rogram
Fellowship
Program
The main objectives of the programs are to (i) lighten the burdens of families
who have been victims of riots, (ii) reduce dropout students caused by
economic troubles, and (iii) help students finish their studies on time.
Scholarship funds are given to undergraduate students in state-owned and private
universities: diploma program (D1, II, III and IV) and bachelor degree (S1).
Students are eligible, if they can provide a letter of reference from an
authorized provincial government stating that the parents of the students are
poor and cannot provide for the student’s education due to riots in their
hometown areas (e.g. Maluku, Papua, Aceh, West/Central Borneo, Central
Sulawesi, and East Nusa Tenggara). The letter must also state that the student
is still registered at a university (proven by student ID card), not receiving
any other scholarship program, and well behaved on and off campus.
The fellowship programs are funded by the Government and the Japanese
Government. In 2003, the Japanese Government donated Rp135 million to
the program and in the same year the Government spent about Rp34,056
million. The direct assistance to each student is Rp1.20 million a year from
the Government, while the donor agency provides Rp0.90 million a year per
student. In 2003, the ministry gave fellowships to 28,380 students while the
donor in 2002 gave assistance to only 150 students as they require a higher
level of academic ability from the students.
d. Special T
eacher Assistance (BKG)
Teacher
Another program under the MOR is Bantuan Khusus Guru (BKG) or Special
Teacher Assistance to teachers in Raudatul Athfal (Islamic pre-school),
Madrasah Ibtidaiyah, Madrasah Tsanawiyah, and Madrasah Aliyah. The
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objective is to increase the earnings of teachers in remote and poor areas in
order to improve the quality of teaching. The allowance given to each teacher
is Rp900,000 per year. Teachers are eligible, if they teach in schools located in
remote rural areas with insufficient number of teachers and are considered to
be good standard teachers. The allowances are mailed directly to the recipients’
accounts.
In 2003, the expenditure of the BKG program was Rp302,169 millions
to help 251,807 teachers. This is a program to subsidize the income of teachers.
The income of teachers is generally low, but they are not in the category of
poor people. Furthermore, the program does not involve the direct educational
assistance; it, therefore, falls outside the definition of social protection.

ontrak [BGK])
e. Contracted T
eacher Assistance (Bantuan Guru K
Kontrak
Teacher
This project is also managed by the Ministry of Religion. The objective is to
recruit more teachers to improve the quality of religious education. The
allowance given to them is Rp5.5 million per annum. Compared to BKG, this
program is much smaller in coverage. In 2003, it only spent Rp74,520 millions
to assist 13,550 contracted teachers. As with the preceding program, this
program falls outside the definition of social protection.
f. Summary of Government Educational Assistance P
rograms
Programs
Table 4.10 summarizes the key information on these programs.
Table 4.10. Government Assistance on Education
Program

Special Student Assistance (BKM)
Special Student Assistance
(Bantuan Khusus Murid/BKM)
Non Formal Education
Student Fellowships
Student Fellowship (BLN)
Student Fellowship (PKPS-BBM)
Special Teacher Assistance
(Bantuan Khusus Guru/BKG)
Bantuan Guru Kontrak (BGK)

Year

Number of
Beneficiaries

Expenditure
(Rp million)

Agency/
Funding

2003
2003

7,416,252
683,550

579,811
48,600

MONE
MOR

2002

617,502

239,154

MONE

2003
2002
2002

150
28,380
251,807

135
34,056
302,169

JICA
MONE
MOR

2002

13,550

74,520

MOR

Source: Interviews and internal reports.
Notes: MONE = Ministry of National Education; MOR = Ministry of Religion; JICA = Japan
International Cooperation Agency.
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G. Internationally Funded Programs
1. UNICEF
UNICEF runs six main programs in collaboration with the Government of
Indonesia. Among those programs, there are four programs that could be
categorized as SP Program: (i) Mother and Early Child Care (MECC), (ii) Basic
Education for All (BEFA), (iii) Children Need Special Protection (CNSP),
and (iv) Emergency Situation (ES).
Each of these programs consists of several activities directly targeted at
beneficiaries, while others were involved in the improvement of facilities,
provision of supplies, technical assistance, and cash assistance to operating
costs. Total funding for 2003 fiscal year was $3.7 million drawn from their
regular budget and $15 million taken from special donations. UNICEF focused
these programs on 40 districts located in seven provinces.
a. Mother and Early Child Care (MECC)
The main focus of the program is to provide immunizations and vitamin
supplements to mothers and young children, so as to reduce child and maternal
mortality, and promote safe pregnancy and birth, and child health. Below is
the summary of what had been achieved by mid-2003:
(i) Polio immunization given to 21.8 millions children;
(ii) Vitamin A distribution covering 14 million children under five years age;
(iii) Maternal and neonatal tetanus covering women at productive age;
(iv) Measles for primary school children covering 350,000 children; and
(v) Safe motherhood covering 70,000 pregnant mothers and 304,000
children aged under ive years.
The MECC program also includes the following smaller, subprograms:
the Integrated Management of Childhood Illness; Capacity Building for
Government Staff, Community Members and Community Midwives; Water
and Sanitation (funding source: Australia); Child Growth Monitoring and
Promotion; Breast Feeding Promotion; Control Micro-nutrient Deficiencies
(iodine, vitamin A, food fortification); and HIV/AIDS. The major components
of these programs are considered to fall within the health sector and thus, do
not form part of SP.
b. Basic Education for All (BEF
A)
(BEFA)
This program is expected to improve the education of all school age children
from disadvantaged groups, e.g. the children of domestic workers. It alleviates
the main structural causes that hinder access to education and also promotes
basic education as a whole. Life skills and functional illiteracy among youth
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are also covered. The main results of this program are increased school
enrolments, improved quality of schooling, more decentralized school
operations and management, and increased community involvement in these.
Activities that could be included as SP activities are described below:
(i) Creating L
earning Community for Children (CLCC)
Learning
In 2003, the program benefited more than 6,700 teachers and creating a more
stimulating learning environment for about 146,000 students.
(ii) Life Skills Education for Healthy Living (LSE)
Since its implementation in 2001, the program has reached 2,800 pupils aged
seven to 12 and 8,190 pupils aged 13-15 (or 4,076 a year) and 520 teachers.
(iii) Aceh P
eace Education P
roject
Peace
Project
Peace module education curriculums have been printed and within 2.5 years,
268 teachers and youth leaders have been trained. This is benefiting about
23,640 pupils.
(iv) Life Skill Education for Child Domestic W
or
kers Aged Under
-18
Wor
ork
Under-18
The activity is done in Jakarta and has been confronted with difficulties. The
number of target beneficiaries is only 75 each year. They are trained in life
skills focusing on livelihood and protection from abuse.
This program has components that directly target vulnerable groups;
thus, it is considered to form part of SP.
rotection P
rogram (CNSP)
c. Children in Need of Special P
Program
Protection
The main UNICEF program for CNSP supports the improvement of social
and legal protection for children from discrimination, abuse, exploitation, and
abandonment. Its target beneficiaries are families and children, who are
marginal, especially girls. The activities are focused among others, on
commercial sexual exploitation, child trafficking, abused children, street
children, birth registration, and justice for youth. Institutions concerned with
the empowerment of the child protection are also covered in the program.
The outputs of the activities are mostly in the form of laws, regulations,
researches, socializations, and related matters. No data is available on this
program.
Smaller UNICEF-CNSP programs with diverse funding sources are:
(i) Child Labor (funding source: Norway): Since 2001, this program
has been focused on meeting of the stakeholders on the common
position of child labor, dissemination of the National Plan of action
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for the Elimination of the Worst Forms of Child Labor, and research
on child labor;
(ii) Commercial Sexual Exploitation and Trafficking of Children for
Sexual Purposes (funding source: Italy): This program focuses its
assistance on the development of National Plan of Action for the
Elimination of Commercial Sexual Exploitation of Children. In
addition to this, the program includes research on commercial
sexual exploitation of children;
(iii) Child Abuse (funding source: Italy): This program focuses on a
training module for medical professionals regarding the
identification, reporting, and referral of child abuse cases. The
implementation of training material is expected to produce an
improved data on child abuse at district level;
(iv) Child Protection Institution Building and Networking (funding
sources: DfID, The Netherlands and New Zealand): This program
is focused on the establishment of Child Protection Bodies; and
(v) Legal Reform and Juvenile Justice (funding source: the
Netherlands): The significant contribution of this program is the
development and the adoption of the Child Protection Law.
d. Emergency Assistance (ES)
The program aims to fulfill basic needs and women and children rights in
emergency situations. Ethnic and religious conflicts in the country have already
been a serious threat to the survival, development, and protection of women
and children. The preparedness and response of agencies to emergency
situations are also the concern of the program. The program covers the
translation of UNICEF standard of emergency and training packages for
stakeholders. No expenditure information is available for this program. Program
activities include the following:
(i) Access to quality education: This includes the development of an
Indonesia-specific school in a box emergency education kit (for
62,500 school children), building ad hoc classrooms (for 5,500
children), provision of essential school supplies and recreation
items (for 2,002,000 children), and teacher training in the
emergency schools;
(ii) Peace education. To develop a peace education curriculum and in
partnership with other agencies provides online materials on peace
education and human right;
(iii) Emergency health services: This program provides cold chain
supplies and immunization supplies: vitamin A, iron, iodized oil
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(iv)

(v)
(vi)

capsule (for 505,000 children, adults, and pregnant women),
essential drugs and basic health supplies (for 235,300 persons),
health education and school health kits (for 20,000 school
children). In addition to these, the program includes several
training and recruitment of medical teams and weighing post
cadres, as well as HIV/AIDS training;
Water and sanitation: ad hoc water facilities are built to serve
refugees in the camps (for 25,000 persons), restoration of solid
waste system (for 219,000 people), reconstruction of water and
sanitation facilities in schools (for 30,000 school children),
reconstruction of water and sanitation (for 115,000 returnees), and
other reconstruction of water and sanitation for local people outside
the camps;
Peace building and community resilience: The program covers
training for religion and ethnic mixed groups; and
Psychosocial support and recovery: The program covers special
training for counselors and teachers to help approximately 10,000
children and psychosocial training benefiting around 23,000 children.

2. UN World Food Program (WFP)
The WFP was established in 1963 and Indonesia was one of the first countries
to receive assistance. Because of the financial crisis, WFP returned to Indonesia
to provide emergency, relief, and recovery assistance in 1998. WFP currently
has three priority concerns: the urban poor, internally displaced persons, and
vulnerability assessment mapping and advocacy. In the period of 2002-June
2003, WFP has assisted 300,000 poor families; 300,000 internally displaced
persons; and 50,000 babies aged four to 24 months. The funding come from
donors such as USA, Japan, The Netherlands, Australia, Switzerland, and New
Zealand in money that totaled $224.4 million in cash and 756,578 metric tons
(t) of food aid.
The WFP programs that can be categorized as SP programs are Operasi
Pasar Swadaya Masyarakat (OPSM) or Subsidized Rice Program, Assistance
to Recovery and Nutritional Rehabilitation, and Assistance to Internally
Displaced Persons (IDP).
a. OPSM or Subsidized Rice P
rogram
Program
The objective of this program is to help the urban poor in selected big cities
achieve and maintain food security. Together with local NGO partners, WFP
identifies homogeneously poor communities with little access to basic
foodstuffs. Within these communities NGO partners identify the most
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vulnerable groups, who then become eligible for assistance. Each beneficiary
family is entitled to purchase up to 5 kg of rice a week at a fraction of the
normal price. Urging the poor to use the resultant savings for children’s
education is one of the agenda. The main targets of the program are poor
families with little access to basic foodstuffs. In 2003, there were 1,738,761
beneficiaries in Jakarta and Surabaya, the main areas of intervention.
b. Nutrition P
rogram
Program
This specific program aims at helping malnourished children under five years
old meet the essential nutritional requirements. This program involves the
distribution of a food supplement called Delvita in collaboration with NGO
partners. The supplement, rich in protein, minerals, vitamins, and malt, is
cooked with carbohydrate food like rice, corn, or noodles. The program also
includes giving instruction to mothers on how to cook the supplement and
how to feed the children with dishes. The number of estimated beneficiaries
in 2002 exceeded 70,000 at a cost of around Rp26 billion.
c. Assistance to R
ecovery and Nutritional R
equirements
Recovery
Requirements
The objective of this major program is to improve the nutrition and health of
women and children, especially refugees, through the distribution of subsidized
rice, nutrition-rich biscuits and noodles, food for work, and training for refugees
and capacity building. Estimated expenditure is Rp981 billion and the number
of beneficiaries exceeds 1 million, 60% of which are children.
d. Assistance to Internally Displaced P
ersons
Persons
The initial activity of this program was to do a survey of 51,000 internally
displaced persons located in 14 provinces. The findings of the survey have
helped WFP, other donor agencies, and the Government to plan appropriate
interventions and target the most vulnerable groups. Activities of IDP program
that can be included into SP are assistance on return, relocation, and
empowerment. Since 2001, WFP has provided food-for-work, food-for-training,
apart from food provided to those still living in the camps. For three years,
WFP has already provided aid to 300,000 displaced people located in the most
difficult and hard-to-reach areas of the country, who are not covered by
government programs. For the fiscal year 2003, the number of beneficiaries
for this IDP program is 215,682 persons.
3. Save the Children (SC)
This institution is well known for its activities related to child protection. Its
goal is to strengthen the capacity of communities to meet the physical,
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intellectual, and emotional developmental needs of children and youth affected
by crisis. In the 2003 fiscal year, there are three main activities: (i) The Coming
Home Program in Aceh, (ii) the Urban Street Children Program, and (iii) The
Grassroots Anti-Trafficking Initiative.
a. The Coming Home P
rogram (CHP) in Aceh
Program
While most NGOs were heavily restricted in their operations in Aceh, SC was
able to continue its ongoing program on Maternal Health, Women
Empowerment, Children and Youth in Crisis, and Positive Deviance-Nutrition.
In its operation, SC had to work alone without the help from local NGO
partners. Despite the security problems, SC has extended its program to 40
more villages in addition to the original 21 villages of coverage. However,
because of security reasons, the operation of CHP is currently focused on 3
districts—Aceh Besar, Banda Aceh, and Simeulue. The CHP expansion to
Simeulue with the total population of approximately 65,470 people focuses
on malaria control and positive deviance-nutrition. No statistical information
is available on this subprogram.
b. Urban Street Children Empowerment and Support P
roject
Project
This program is implemented in the four large cities, namely Jakarta, Surabaya,
Bandung, and Medan. The main objective of the program is to improve the
care and protection of at-risk children in large urban environment. In
implementing the program, SC works together with 32 NGOs to provide direct
service to 6,200 street children that include health, education, and child
development activities. Among the beneficiaries, there were 42% girls.
c. Grassroots Anti T
rafficking Initiative
Trafficking
The program aims to identify innovative strategies that have already existed
in the community, and these are used to build community-based prevention
response that reduces the number of under-age girls trafficked into the sex
industry. SC Positive implemented deviance approach in addressing child
malnutrition and condom use among sex workers under the age of 18. As there
are no data available, and this project is not targeted to the target groups
covered in this study, this project is, therefore, excluded from this study.
4. Summary of Major Internationally Funded Programs
Available data on the SP programs/projects funded by international funding
institutes are summarized in Table 4.11.
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Table 4.11. SP Projects/Programs Funded by International Organizations
Internationally Funded Program

Mother and Early Child Care (MECC)
Basic Education for All (BEFA)
Children Need Special Protection (CNSP)
Nutrition
Recovery & Nutritional Rehabilitation
Mothers
Children under-5
Children 7-12
Refugee
Pop w. TB
Internally Displaced Persons
OPSM/Subsidized Rice Program

Number of Expenditure Source of Agency
Beneficiaries (Rp billion)
Funding
36,554,000
41,850
71,465
1,072,000
140,000
210,000
390,000
290,000
42,000
215,682
1,738,761

76.50
23.80
27.20
26.00
980.90

NGO
NGO
NGO
NGO
NGO

UNICEF
UNICEF
UNICEF
WFP
WFP

119.00*

NGO
NGO

WFP
WFP

NB. Data on Save the Children programs is not available; these programs are not considered to
be significant in comparison to the UNICEF and WFP programs.
* Authors estimate
Source: Several interviews and various documents.

V. Synthesis of Results
This chapter synthesizes the information obtained from the review of
Indonesia’s SP activities contained in Chapter 4. In general, the fiscal year
2002/03 has been used as the reference year for the purpose of quantifying
the relevant data. The information, thus, obtained is used to derive indicators
required to formulate an SPI. The proposed methodology concentrates on
the following items:
(i) annual expenditures on SP
(ii) the coverage of SP programs and activities, i.e. the number of
beneficiaries, and
(iii) the distributional impact of SP activities.
For details concerning the methodology, see the section Social Protection
Index and Multicountry Analysis of this book.

A. Social Protection Expenditure
Owing to the difficulty of obtaining data on SP expenditure, two approaches
have been tried in this study:
(i) Top-down approach based on data from government budgets.
(ii) Bottom-up approach based on aggregating data for individual SP
programs.
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1. The Top-Down Approach
In Indonesia, government expenditures include spending by the central and
regional governments. In line with the autonomy of regional government, a
portion of the central government fund is allocated to the regions to finance
the implementation of the delegated authority. In 2003, the amount provided
for the regional governments is Rp116.9 trillion. The central government
retains the majority of the fund, Rp253.7 trillion, more than twice the amount
allocated to the regional governments.
The amount given to the regional governments is also meant to be
redistributive in order to reduce regional economic and income differentials.
Rich regions have to contribute more to the central government budget, while
poorer regions receive greater allocations. The budgets of regional governments,
therefore, include both locally generated revenue and central government
allocations. Some spending by regional governments will definitely be for social
protection. In all, there are 32 province, 345 regencies/municipalities and
around 34,000 village level regional governments.
The expenditures by the central government are broadly categorized
into routine (or recurrent) and development (or capital) spending. The routine
expenditure is spent for implementing daily administrative and operational
activities, paying interest and other obligations to the third parties, providing
subsidies as well as implementing programs to protect economic stability in
general, and ongoing programs for health, education and social welfare. Only
the last category of expenditure may contain spending for SP.
In 2003, the routine expenditures amounted to 188.6 trillion or 9.7% of
GDP. The amount spent on various subsidies was Rp25.5 trillion or 1.3% of
GDP. This is less than the amount spent in the year 2002 of about Rp40
trillion or 2.5% of GDP, since a large portion of oil subsidy was withdrawn in
2003 to rationalize oil prices. Nevertheless, almost 52% or Rp13.2 trillion or
0.7% of GDP of the total subsidy in 2003 was for oil, even if this proportion
was much smaller than the equivalent figures for 2002—Rp31.2 trillion or
78% of all subsidies or around 1.7% of GDP.
Kerosene, which is heavily used by low income households for cooking
and lighting, is heavily subsidized. Diesel oil is also subsidized to provide a
reasonable price for the fishermen and factories to cut production costs. Even
gasoline is subsidized to reduce public transportation costs—the main means
of transport for the poor. However, substantial proportions of these subsidies
do not go to the poor. As this subsidy is not directly targeted at the poor, but is
general in nature, it falls outside both this study’s and ADB’s definitions of SP.
Non-oil subsidies in 2003 were Rp12.3 trillion or 0.6% of GDP, higher
than the Rp8.8 trillion spent in 2002. This increase is mainly caused by subsidy
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on interest rates, which is around 1.7 trillion or 0.1% of GDP. However, none
of this subsidy is directly meant to lower interest rates for programs to small
or microenterprises. Therefore, this subsidy to lower interest rates is also
excluded from spending on SP.
Another non-oil subsidy is allocated to reduce electricity tariff. Some
electricity subsidy has been withdrawn, but the subsidy is still needed to
assist small customers, households, social groups, and small businesses using
less than 900 volt-ampere (VA). This electricity subsidy amounted to Rs.4.5
trillion or 0.2% of GDP. Again, it is not considered as expenditure for SP, as it
does not only reach poor households.
There is also a fertilizer subsidy amounting to Rp1.3 trillion or 0.1% of
GDP. The objective is to protect the price of fertilizer for the farmers so as to
reduce the costs of cultivation. Accordingly, the farmers can buy the fertilizer
at subsidized price, while non-farmers pay higher price. In practice, the market
mechanism allows everybody to purchase the subsidized fertilizers, including
the traders; furthermore, the subsidy is given to the fertilizer factory and not
directly given to the poor farmers. Therefore, this expenditure does not fall
into the category for SP.
Some of the money withdrawn from oil and electricity subsidies is
collected in the social fund to “compensate” those households whose income
is most at risk from the withdrawal of the subsidies. This fund is administered
in the development budget. One program financed by this fund is “rice for
the poor” (see previous chapter), which provides rice at a subsidized price to
poor households. The rice at subsidized price is distributed through a special
market operation. Each household receives 20 kg of rice per month for a
duration of 12 months. In 2003, the fund allocated for this program is 4.7
trillion or 0.2% of GDP. In addition, around Rp133.9 billion is allocated to
regencies/municipalities as general reserved fund to assist poor households.
The target is to reach around 9.2 million poor households. The use of this
fund depends on the number of poor households in their regions as reported
by each regency/municipality governments.
Other activities funded through the compensation fund are for education
(Rp1.9 trillion), health and social welfare (Rp1.1 trillion), food (Rp0.5 trillion),
transportation (Rp0.19 trillion), clean water (Rp0.25 trillion), microcredit
(Rp0.15 trillion), empowerment of coastal people (Rp0.12 trillion),
unemployment (Rp0.1 trillion), contraception (Rp0.1 trillion), and monitoring
and evaluation of UPM (Rp0.075 trillion). It is believed that most of the funds
are direct transfers with relatively small operational costs. Therefore, all these
expenditures can be considered to be SP activities. These expenditures are
summarized in Table 5.1.
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Table 5.1. Government Social Welfare Expenditures, 2003
Program

Amount (Rp trillion)

Food (Rice for the Poor)
Reserved Fund for Food
Food (DKP)
Education
Health and Social Welfare
Transportation
Clean Water
Microcredit
Empower Coastal People
Unemployment Alleviation
Contraception
Monitoring UPM
Total

4.70
0.134
0.50
1.90
1.10
0.19
0.25
0.15
0.12
0.10
0.10
0.07
9.41

% of GDP
0.2

0.1
0.1

0.4

Source: Government of Indonesia: Realized and Budgeted Income and Expenditure, 2003.
Note: Dewan Ketahanan Pangan (DKP) = Food Resilience Council.

In addition to central government expenditure, regional government
spending on SP must be estimated and added. Fortunately, data on realized
and budgeted regional government expenditures are collected by BPS using a
standardized classification. Different questionnaires are used for province,
regency/municipality or village governments. These data are concisely
published annually. The most recently available information is for 2002.
Unfortunately, the classifications are not detailed enough to be able to
accurately identify the expenditures for SP activities and programs. However,
the explanation of each category of expenditure reflects some information,
whether they contain components of SP.
One important source are the Financial Statistics of Province
Government, 1999/2000-2002 (BPS, July 2003), containing the summarized
data for 30 provincial governments. As mentioned before, these regional
governments receive local income as well as income from the central
government in the form of balancing funds and special allocation to finance
specific projects.
The expenditure side consists of routine and development spending.
The expenditure on social development is part of development expenditure,
which is spending to finance development process to enhance the welfare of
the people. Development expenditure consists of 21 categories of sectors,
only some of which relate to social activities. These include expenditures for
employment, which include spending for employment expansion, enhancing
the quality, productivity, providing protection, and for the development of
manpower institutions. Not all of this expenditure would fall within SP.
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The second category of SP expenditure is spending for education, culture,
religion, and youth and sport. This includes financing elementary school,
advanced education development, out-of-school education, development of
the younger generation, development of national culture, and sports. Another
category is for population and family planning. Others are for health, social
welfare, enhancing the role of women, children and youth. On health, it covers
spending to provide health service, nutritional improvement, health
information, and eradication of contagious diseases. Another category is for
housing and dwelling including housing for small people, fishermen dwelling
environment, drainage and clean water, and provision of people housing
environment. Again, not all this expenditure can be considered to be for SP.
The breakdown of the expenditures by province government on SP is
provided in Table 5.2. In 1999/2000, total expenditure in the above categories
was only 18.8% of total development expenditure. It increased to 23.2% in
2001 and was budgeted to increase to 28.2% in 2002. The table also shows
that the largest social expenditure is for education and health. These
expenditures comprise of more than 27% of total development expenditure,
while other SP expenditure was only around 1%.
Similarly, the breakdown of expenditures on social activities spent by
the regency/municipality governments is given in Table 5.3. The classification
and explanation of the expenditures are the same to those of the provincial
governments. Only the amount is much smaller. The largest expenditures are
also for education and health.
There is also spending by village governments. However, these
expenditures are almost always for infrastructure development in the villages,
including infrastructure for village government, production, transportation,
marketing, social, and others. The total expenditure is Rp1,412 billion in the
year 2002 from all 69,050 villages, where 56,844 are rural and 12,206 are urban.
Table 5.2. Provincial Government Social Expenditure, 1999-2002
Sector

1999/2000
(Rp billion)

Employment
25 (0.6)
Education, Culture,
Religion, Youth and Sport
457 (10.0)
Population and Family Welfare
4 (0.1)
Health, Social Welfare,
Role of women
373 (8.2)
All Social Expenditure
859 (18.8)
Total Expenditure
4,568 (100)

2000
2001
2002*
(% of total expenditure)
33

(0.7)

62 (0.9)

80 (0.6)

544 (10.7)
10 (0.2)

1,110 (13.1)
19 (0.2)

2,189 (17.6)
35 (0.3)

707 (13.9)
1,294 (25.5)
5,071 (100)

770 (9.1)
1,199 (.9.7)
1,961 (20.6)
3,503 (28.2)
8,497 (100) 12,423 (100)

*Budgeted.
Source: BPS, Financial Statistics of Province Government, 1999/2000-2002.
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Table 5.3. Estimated Regency/Municipality Government Social Expenditure,
2001-2002
Sector

Employment
Education, Culture, Religion, Youth, and Sport
Population and Family Welfare
Health, Social Welfare, Role of Women
All Social Expenditure

2000

2001
(Rp billion)

2002*

0.17
9.80
0.27
5.50
15.74

0.31
10.74
0.27
6.55
17.87

0.44
11.54
0.45
6.65
19.09

*Budgeted.
Source: BPS, Financial Statistics of Regency/Municipality Government.

The amount falling within SP is unlikely to be significant; it would in any case
be insignificant in terms of central and provincial government spending.
Based on the above information, total government spending on SP could
be as high as Rp12.94 trillion. This, however, includes a substantial amount of
regional expenditure on basic health and education programs that fall outside
the definition of SP. On the other hand, it excludes some other government
expenditure, which falls outside the expenditures resulting from the safety
net programs resulting from the reduction in fuel subsidies.
2. The Bottom-up Approach
The bottom-up approach consists of aggregating SP expenditure from the
programs identified in Chapter 4. The results are presented, by subcomponent
in Table 5.4 and are summarized in Table 5.5.
Table 5.4 shows that total expenditure on SP in Indonesia in 2002/03
was around Rp40 trillion. SP expenditure is dominated by the Social and Health
Insurance component, which account for over 70% of total SP expenditure.
The next most important component is Social Assistance, which accounts for
around 20%.
Excluding the self-financing social insurance sector and internationally
funded programs, total expenditure on SP derived from the bottom-up
approach is around Rp11.4 trillion, which is not dissimilar to the Rp12.9 trillion
estimated from the top-down approach. Despite differences in some of the
programs included in each approach, this general concordance is reassuring.
For the purposes of this study however, the data from the bottom-up approach
is considered to be the most reliable and it will, therefore, be used
henceforward.
Two indicators are estimated here. One is SP expenditure as a percentage
of GDP, which is Rp41.4 trillion divided by total GDP, Rp2,087 trillion—1.9%.
The second indicator is SP expenditure expressed on a per capita basis,
Rp187,800, which is equivalent to $22.1.
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Table 5.4. Annual Expenditure on Social Protection by Subcomponent, 2002/03

A.
1.
2.
3.
4.
5.

6.
7.
8.

SP Component/Program

Funding

Labor Market Programs
(See also under microcredit)
Domestic Employment Placement

MOM

10

SF
MOM
MOM

16
32
41

Overseas Employment Placement
Public Work Project
Vocational and Skilled Training
Nonformal Education
(training for primary school
dropouts, community members
and young graduates)
Special Teacher Assistance
(Bantuan Khusus Guru/BKG)
Assistance to Contract Teachers
(Bantuan Guru Kontrak/BGK)
Economic Program

MONE

B.
1.

Social and Health Insurance for:
Private Company Employees

2.
3.

Armed Forces Members
Savings and Insurance for Civil
Servants
Health Insurance for Civil Servants/
Public
Traffic Accident Insurance
Social Welfare Insurance
B. Subtotal

5.
6.

C.
1.
2.

Social Assistance
SSN-Health
Alleviation of Health Impacts of Oil
Subsidy Reduction
3. Law No.4/1979 on Disabled
4. Disability Program
5. Law No.13/1998 on Old People
6. Destitute and Poor Families in
Slum Areas
7. Rehabilitation of Socially Vulnerable
8. Elderly
9. Natural and social disaster victims
10. Rehabilitation of Sex Workers
11. Delinquent and Drug Addict

Comments

Estimate; small fund for
computerization

Estimated based on A5

239

MOR
MOR
BAZIS

A. Subtotal

4.

Annual
Cost
(Rp billion)

<0.5
338

SF

9,440

SF
SF
SF

17,398
1,200

SF
MOSW

373
8
28,529

MOH

470

MOH
MOSW
MOSW
MOSW
MOSW

945

MOSW
MOSW
MOSW
MOSW
MOSW

239
15
784
218
5

Nonqualifying programs
as they fall under basic
education
Promotes employment
creation.
Without excluded
programs.
Employment- creation
programs based on
loans are included in
micro-/area component.
Figures shown are the
amounts paid to
beneficiaries in 2002/03
110

Estimated based on
partial data.

Legal framework only
16
Legal framework only
240

Estimated
Continued next page
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Table 5.4. Annual Expenditure on Social Protection by Subcomponent, 2002/03

SP Component/Program
12.
13.
14.
15.
16.

Social Assistance to Patriots
Rice for the Poor
Subsidized Rice
Disaster Victim Program
Health Program

17. The Poor Wallet
18. Peduli Kasih & TV Program
C. Subtotal
D. Microcredit/Area-based Schemes
(NB. Many microcredit programs
involve loans for small businesses)
1. KUBE
2. KUBE for the Socially Vulnerable
3. Takesra/Kukesra
4. Agro-business development
5.
6.
7.

City Poverty Alleviation Project (P2KP)
Small Farmer and Fishermen IncomeGeneration Project (P4KP)
Housing for the Poor

Funding
MOSW
BULOG
WFP
NBAZIS
NBAZIS

<0.5
4,831
119
1
<0.5

DDRF*
Indosiar

7
25
7,916

MOSW
MOSW
FPB
MOA/
foreign
MOHPW

<.5
1
321
1

MOA
MOHPW

444
270

D. Subtotal
E.
1.
2.
3.
4.
5.
6.

Child Protection Programs
Law No.4/1997 on Child Welfare
Abandoned Children
Street Children
Abused Children and Adults
School Children Scholarship
Mother and Early Child Care (MECC)

7.
8.

Basic Education for All (BEFA)
Children Need Special Protection
(CNSP)
Special Student Assistance (BKM)
Special School Children Assistance
(Bantuan Khusus Murid/BKM)
Student Fellowship (PKPS-BBM)
Student Fellowship (BLN)
Education Program
Nutrition
Recovery and Nutritional WFP
Rehabilitation
Internally Displaced Children
Save the Children Programs

9.
10.
11.
12.
13.
14.
15.
16.
17.

E. Subtotal
GRAND TOTAL

Annual
Cost
(Rp billion)

Comments
Funded by Government
Funded by WFP
NGO program
NGO program
*Dompet Dhuafa/
Republica Foundation
A TV program

287

Including small housing
program

1,325
MOSW
MOSW
MOSW
MOSW
GNOTA
UNICEF

52
26
25
7

UNICEF
UNICEF

24
27

MONE

580

MOR
MONE
MONE
NBAZIS
WFP

49
34
<0.5
<0.5
117
981

WFP
SCUK

Legal framework only

Nonqualifying program
as it involves provision
of basic health services

185
16
2,124

Funded by UNICEF

Funded by Government
Funded by JICA
NGO program
Estimated based on E15
Predominantly for
children
Estimated based on E15
Estimated from SCUK
accounts
Excl. nonqualifying
programs

40,232

Source: Chapter IV, additional interviews/research and authors’ estimates.
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Table 5.5. Summary of Social Protection Expenditure, 2002/03
SP Component

Expenditure (Rp billion)

Labor Market Programs
Social Insurance
Social Assistance
Micro-/Area-wide Programs
Child Protection
Total
Indicators of Social Protection
Expenditure
SP Expenditure as % of GDP
SP Expenditure Per Capita (Rp)

338
28,529
7,916
1,325
2,124
40,232

(%)
0.8
70.9
19.7
3.3
5.3
100.0

1.9%
Rp187,800 ($22.1)

Source: Table 5.4.

SP expenditure in Indonesia would be substantially higher, if the fuel
and electricity subsidies were considered to fall within the definition of SP.
These subsidies clearly benefit the poor, although assessing the extent to
which they benefit relative to the rest of the population is outside the scope
of this study. Nevertheless, if these subsidies, worth around Rp30 trillion in
2003 were included, total SP expenditure would increase by over 70% to Rp70
trillion and it would represent almost 3.4% of GDP.

B. Coverage of Social Protection Programs
The second proposed component of the SPI is the coverage of SP Programs. The
available data and information on the number of beneficiaries of the SP programs
are listed in Table 5.6. It was not possible to access data for some of the smaller
programs, particularly those funded through NGOs, INGOs, bilateral, and
multilateral sources. However, information is available or, at least, can be
estimated, for all the larger programs. It should be noted that it is not possible to
quantify the number of beneficiaries for those programs that deal primarily with
capacity building/training, awareness raising, and institutional/legislative reform.
Table 5.7 provides the basis for deriving the coverage component of the
SPI. It establishes the pairings of SP programs and key target groups for SP
activities, i.e. those that should be included as part of the SPI. This approach
is considered to represent the most logical method for deriving a coverage
indicator for SP. This method is preferred for three main reasons:
(i) It overcomes the problem of different countries having different
types of program targeted at identical groups, e.g. pensions and social
assistance both targeted towards the elderly; health insurance and
health subsidies both targeted to the sick;
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Table 5.6. Beneficiaries of Major SP Programs, 2002/03
SP Component/Program
A.
1.
2.
3.
4.
5.

Labor Market Programs (See also under microcredit)
Domestic Employment Placement
Overseas Employment Placement
Public Work Project
Vocational and Skilled Training
Nonformal Education

B.
1.

5.
6.

Social and Health Insurance for:
Private Company Employees (JAMSOSTEK): Membership
All Beneficiaries
a. Health program
b. Old Age program (pensions)
c. Accident at Work*
d. Assistance to the Dead*
Armed Forces Members (ASABRI): Membership
Beneficiaries
Savings and Insurance for Civil Servants
Health Insurance for Civil Servants/Public (ASKES):
Membership
Beneficiaries
Traffic Accident Insurance
Social Welfare Insurance

C.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
D.

2.
3.
4.

1.
2.
3.
4.

Funding

Beneficiaries
(000s)

MOM
SF
MOM
MOM
MONE

290*
480
21
211
618

SF

19,300
11,176
10,486
573
106
11

SF
SF

86224
1,883

SF
SF
MOSW

15,040
6,716*
64
13

Social Assistance
SSN-Health
Alleviation of Health Impacts of Oil Subsidy Reduction
Disability Program
Destitute and Poor Families in Slum Areas
Rehabilitation of the Socially Vulnerable
Elderly
Natural and Social Disaster Victims
Rehabilitation of Sex Workers
Delinquents and Drug Addicts
Social Assistance to Patriots
Rice For the Poor
Subsidized Rice
Disaster Victim Program
Health Program
The Poor Wallet
Peduli Kasih & TV Program

MOH
MOH
MOSW
MOSW
MOSW
MOSW
MOSW
MOSW
MOSW
MOSW
BULOG
WFP
NBAZIS
NBAZIS
DDRF*
Indosiar

48,800
53,752
11
591
618
12
342
83
2
26
12,000
1,739
78
12
3,200
3

Microcredit/Area-based Schemes (NB. Many
microcredit programs involve loans for small businesses)
KUBE
KUBE for the Socially Vulnerable
Takesra/Kukesra
Agro-business Development

MOSW
MOSW
FPB
MOF/foreign

45
1
1,000
17*

Continued next page
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Table 5.6. Beneficiaries of Major SP Programs, 2002/03 (continued)
SP Component/Program

Funding

5.
6.
7.

City Poverty Alleviation Project (P2KP)
Small Farmer and Fishermen Income-Generation (P4KP)
Housing for the Poor/Small Housing Program

MOHPW
MOA
MOSW

E.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.

Child Protection Programs
Abandoned Children
Street Children
Abused Children and Adults
School Children Scholarship
Basic Education for All (BEFA)
Children Need Special Protection (CNSP)
Special Student Assistance (BKM)
Special School Children Assistance
Student Fellowship (PKPS-BBM)
Student Fellowship (BLN)
Education Program
Nutrition*
Recovery & Nutritional Rehabilitation*
Internally Displaced Persons*
Save the Children Programs

MOSW
MOSW
MOSW
GNOTA
UNICEF
UNICEF
MONE
MOR
MONE
MONE
NBAZIS
WFP
WFP
WFP
SCUK

Beneficiaries
(000s)
171
253
512

61
42
14
72
42
15*
7,416
684
28
<1
2
71
1,072
216

NB1. Nonqualifying programs have been excluded.
NB2. Where programs are targeted at households (e.g. those for housing and microcredit), the
number of beneficiaries has been obtained by multiplying by the average household size,
3.8 persons.
*These programs are predominantly, but not exclusively targeted at poor children.
Source: Chapter 4 and authors estimates (*).

(ii)

The coverage rates derived for each target group will be more easily
understandable to policy makers in both the national and
international context, as it would provide an indication of the
demand SP, e.g. the number of poor households in a country
receiving assistance, the number of disabled people who are/are
not receiving assistance;
(iii) The issue of double counting, which would have arisen if the
beneficiaries of all programs had been added up and expressed as
a percentage of the overall population,13 is largely avoided;

13

Other reasons for discarding this approach are: (i) the indicator would be dominated by the
largest programs (programs targeted at smaller groups, such as children and the disabled,
would have minimal impact), and (ii) the resultant indicator would be difficult to interpret.
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Table 5.7 shows the relationship between the categories of SP programs,
the corresponding target groups, and the reference population. It also defines
the reference populations that will be used to derive the coverage indicators.
Table 5.7 presents two definitions of the reference population: the “narrow”
definition of the reference population attempts to approximate the target
population, while the “wide” definition includes the total population who
could receive benefits from each category of program.
It should also be noted that there will sometimes be overlaps between
both programs and target groups: social insurance schemes usually provide
both health and pension benefits; on the other hand, poor children will be
targeted by both education subsidy programs (directly) and microcredit
programs (indirectly). With the approach being proposed, beneficiaries of a
particular program can be allocated to more than one target group; conversely,
overlaps between different programs for the same target group need to be
excluded.
The next step is to relate the information on SP programs contained in
Table 5.6 to the target groups shown in Table 5.7. The results of this step are
presented in Table 5.8. It is important to note that some of the information
presented may not be completely accurate since the exact number of program
beneficiaries was not always available. In these cases, the authors either used
estimates based on discussions with the relevant officials or especially where
no published data existed, derived their own estimates. In interpreting the
information presented in Table 5.8, it should be remembered that beneficiaries
from some programs can appear in more than one category or target group.
While every attempt has been made to allow for the largest overlaps between
programs for the same target group, some overlaps are bound to remain.
However, given the nature of the programs for each target group, it is considered
that these overlaps are unlikely to be significant and will have a negligible
impact on the calculated coverage rates.
Using the narrow definition of the reference population, which more
closely approximates the target group, Table 5.8 shows that SP coverage rates
vary widely, from 2% to over 70%. Specifically:
(i) Coverage of CSWN is very high—over 70% of the five to 14 year
age group. While this undoubtedly reflects the fact that many
beneficiaries will fall outside this age group or may not be poor, it
underlines the current government priority of providing
educational assistance to children in need;
(ii) Over 40% of the population is covered by either health or
subsidized treatment costs. Again, this shows the Government’s
determination to provide health care to those outside the formal

060150 SPI Pub-Indonesia 3.pmd

146

30/06/2006, 3:30 PM

INDONESIA

Table 5.7. Social Protection Target Groups, Types of SP Programs, and
Reference Populations

Target Group

Type of SP Program*

Reference
Population—
Narrowly Defined**

Reference
Population—
Widely
Defined

The Unemployed All labor market programs
and
(relevant training and job
Underemployed creation through SME
support); food for work
programs; targeted public
works programs

The unemployed
and
underemployed

Total labor force/
active population

The Elderly

Pensions Social assistance
to the elderly

Population Aged
60+ years

Population aged
60+ years

The Sick

Formal health insurance
Microinsurance
Subsidized health costs or
exemptions
Senior citizen treatment
allowance

Total population

Total population

The Poor
(especially the
severely poor
and
disadvantaged)

All recipients of basic social
welfare/assistance payments
Land tax exemptions
Residential care for
vulnerable groups
Food aid
But excluding education and
health programs as well as
those for the disabled

Poor population

Total population

Microfinance/credit

Poor population

Total population

The Disabled

All forms of assistance
programs for the disabled
(including recipients of
social assistance, training
programs)

The disabled
population

The disabled
population

Children with
Special Needs
(CWSN)

Educational programs (e.g.
Poor children,
fee exemptions, scholarships, aged 5-14 years
school feeding programs,
etc.)
All other identified child
protection programs

All children, aged
5-14 years

* These are generic programs and will vary from country to country.
** Essentially equivalent to the target population.
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insurance schemes by using the additional finance available from
the reduced fuel subsidies;
(iii) Similarly, over 40% of the poor receive some assistance. This is
mainly due to the Rice for the Poor program, which benefits around
12 million people, most of which will be poor. There are also other
major programs targeted at the poor operated by WFP and voluntary
organizations;
(iv) Around 16% of elderly people receive assistance; almost all of these
are part of formal schemes. Few poor elderly people receive targeted
assistance, except as part of the general social assistance schemes;
(v) Coverage of labor market programs is around 6.5% due to the high
level of nonformal education. It would be higher, if it had been
possible to separate out the microcredit employment generation
programs;
(vi) Coverage of microcredit programs targeted at small businesses and
households is very low, around 5% of the poor, reflecting the fact
that it remains difficult to provide credit to households who can
provide little, if any, collateral, and who have low technical or
business know-how; and
(vii) The low coverage of the disabled is probably an under-estimate,
as several social and health assistance programs will benefit some
disabled people. Nevertheless, it is apparent that there are no
significant programs targeted directly at this group.
The final point to note is that, in most cases, the coverage rates are
dominated by a few, very large government-operated programs. Even the large
UNICEF and WFP programs are small in comparison to programs such as
formal Social insurance, “Rice for the Poor,” and the health and education
assistance.
In the section Social Protection Index and Multicountry Analysis of this
book, the seven indicators of coverage will be combined into a single indicator
for the SP coverage component.
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The Poor— Microcredit
(excluding small programs)

The Poor—Social
Assistance
(major programs only)

Health Insurance and
Assistance
(major programs only)

The Elderly
(small programs omitted)

The Unemployed/
Underemployed

Target Group

B1. JAMSOSTEK
B4. ASKES
C1. SSN-Health
C2. Health Impacts
C7. Destitute/poor families in slum areas
C8. Rehab. of socially vulnerable
C10. Natural and social disaster victims
C14. Rice For the Poor
C15. Subsidized Rice
C18. Wallet for the Poor
E15. Recovery/Nutritional Rehabilitation 1
E16. Internally Displaced Persons (WFP)2
D1/2. KUBE
D3. TAKESRA/KUKESRA
D5. City Poverty Alleviation Project (P2KP)
D6. Small Farmer/Fishermen IncomeGeneration (P4KP)

1. Domestic Employment Placement
2. Overseas Employment Placement
3. Public Work Project
4. Vocational and Skilled Training
5. Nonformal Education
B1. Pensioners (b+d)
B3. Pensioners (TASPEN)

Applicable Program

Table 5.8. Coverage of Major SP Programs by Target Group, 2002-2003

19,300
15,040
48,800
53,751
591
618
342
12,000
1,739
3,200
1,072
216
56
1,000
171
253

290
480
21
211
618
584
1,883

1,992

16,000***

90,000**

2,467

1,620

Beneficiaries
(000s)
Program
Total

37,300

37,300

214,370

15,682

24,825

214,370

214,370

214,370

15,682

100,316

Reference
Population*
Narrow
Wide

30/06/2006, 3:30 PM

0.9

7.5

42

16

1.6

continued next page

5.3

43

42

16

6.5

Coverage
(%)
Narrow Wide
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512
11
453
106
371

8,500
***

1621

Beneficiaries
(000s)
Program
Total

E9. Special Student Assistance
7,416
E10. Special School Children Assistance
684
E2. Abandoned Children
61
E3. Street Children
42
E6. School Children Scholarship
72
71
E14. Nutrition (WFP)5
E15. Recovery & Nutritional Rehabilitation (WFP)4
600
72
E16. Internally Displaced Children (WFP)5

D7. Housing Programs
F2. Disabled Program
C7/8. Social assistance programs
B1. Recipients of work accident benefits
C8. Rehabilitation of the socially vulnerable4

Applicable Program

11,042

7,9492

49,802

7,949

Reference
Population*
Narrow
Wide

77

2.0

30/06/2006, 3:30 PM

Source: Table 5.6 and estimates.

17

2.0

Coverage
(%)
Narrow Wide

*See Table 5.4 for definition.
**Allowing for major overlaps between the two large health assistance programs; overlaps estimated using SUSENAS data and in discussion with program
officials.
***Allowing for overlaps between program.
1
Some other NGO programs probably exist, but no data is available; some recipients of health insurance are also likely to be disabled.
2
Estimate derived from LFS.
3
Estimate assuming national proportion of disabled are amongst SA recipients.
4
Majority (e.g. 60%) of these beneficiaries is understood to be children; for WFP program, this is supported by data.
5
Assuming that 30% of beneficiaries are children (as per Indonesian population as a whole).

(excluding small programs)

Children with
Special Needs (CSWN)

Disability programs

Target Group

Table 5.8. Coverage of Major SP Programs by Target Group, 2002-2003 (continued)
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C. The Distributional Impact of Social Protection
Programs
The third proposed component of the SPI is the Distributional Impact of SP
programs in each country. This component of the SPI will be assessed by:
(i) estimating the proportion of poor people/households benefiting
from each type of SP program—poverty targeting, and
(ii) examining the amount of income transferred by these programs
to the poor in relation to their average household incomes/
expenditures—impact on incomes.
1. Proportions of Poor Households Benefiting from SP Programs:
Poverty-Targeting
The poverty-targeting indictor that has been adopted is the ratio of the number
of poor beneficiaries of SP programs to the total poor population. This indicator
can be derived from an ad hoc estimation of the proportion of a program’s
beneficiaries who are poor (using the official poverty line) or through the
analysis of household survey data. The second approach is likely to yield the
more robust results:
(i) Institutions responsible for executing the major SP programs rarely
maintain data disaggregated by poor and non-poor households; and
(ii) Household survey information can assist in the identification of
overlaps between programs (i.e. households receiving benefits from
more than one program).
In Indonesia’s case, the task is made simpler by the availability of national
household survey data from SUSENAS, 2003. This survey was a multipurpose
survey and was not expressly designed to provide information on SP programs.
The data available is, therefore, limited; however, the SUSENAS questionnaire
does cover the major programs. This study, therefore, uses the available
information from SUSENAS and adopts an ad hoc approach for SP programs
not covered by this survey. For these programs, poverty targeting rates have
been established based on available information, using interviews with both
government and nongovernment officials working in these areas, and own
estimates.14
The relevant SUSENAS information is presented in Table 5.9. The main
finding is that, with the exception of credit availability, all the major programs
achieve a significant degree of poverty targeting in that poor households are
14

Where even qualitative estimates could not be obtained from the responsible agencies.
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at least 80% more likely to receive assistance than non-poor households.
Educational assistance is the most effectively targeted—poor households are
more than twice as likely to receive assistance from this program that nonpoor households. Furthermore, two thirds of poor households receive assistance
from at least one of these programs, compared to 40% of nonpoor households.
Table 5.9. Poverty Targeting of SP Programs, 2003
Households
SP Program

1. Used health card
2. Bought cheap rice
3. Received credit
4. Received educational assistance
Received assistance from any of the
above programs
Total Households (millions)
(%)

All
(%)

Poor
(%)

Not Poor
(%)

% of All
Beneficiary
Households
Poor Who Are

10*
37
2
6

17
59
1
13

9
33
2
5

30
28
11
37

43
54.9
100

66
9.6
17

40
45.3
83

27

*% of households receiving assistance.
Source: Authors’ analysis of SUSENAS, 2003.

Although the targeting of these programs is good, inclusion rates remain
low with the health card and the cheap rice program reaching just over half
the poor households. Of the beneficiaries of all these programs, 60-70% of are
also not poor. This is partly explained by the fact that the targeting of these
programs is not based on the statistical poverty line, but on “pre-welfare”/
“welfare 1” typology (or other criteria) that uses indicators other than income.
It is generally believed that this typology is more “generous,” i.e. it represents
a higher poverty cut-off level than the official BPS poverty line.15 Targeting is
also rarely perfect and there will be “leakage,” i.e. some recipients will fall
outside the designated targeting criteria. It is also worth mentioning that not
all households will require health assistance or have children of school age.
Additionally, many will not need cheap rice as they will produce it themselves.

15

Only 12% of the expenditure of the official poverty line is for nonfood expenditure, which is
on the low side.
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While SUSENAS covers the largest SP programs, it does not cover them
all. It is, therefore, necessary to estimate the poverty targeting rates and
overlaps between the SUSENAS programs and other SP programs. There are
two steps in the derivation of poverty targeting rates for the non-SUSENAS
programs:
(i) estimating the number of poor beneficiaries for each of the
identified SP programs; and
(ii) estimating the overlaps between SUSENAS and non-SUSENAS
schemes. That such overlaps will exist is evident from the fact
that only around 23% of health and educational assistance programs
did not also receive subsidized/free rice.
a. Estimating the Number of P
oor Beneficiaries
Poor
For programs not covered by SUSENAS, poverty-targeting rates have been
assigned based on the following principles:
(i)

if a program is only accessible to the nonpoor, then 0% of the
beneficiaries are assumed to be poor;
(ii) if the program is exclusively targeted towards identifiable groups
of poor, then the perceived wisdom is that close to 100% of the
beneficiaries are assumed to be poor;
(iii) if the program is considered to be more general in nature in terms
of poverty targeting, then 17.4% (the National Poverty Incidence)
of the beneficiaries are assumed to be poor; and
(iv) varying these percentages based on knowledge16 of the targeting
of individual SP programs.
This procedure is shown in Table 5.10. In order to simplify the
calculations, only major programs, i.e. those benefiting over 100,000 people,
have been included. The exclusion of the smaller programs has a negligible
impact on the resultant estimates as the largest programs dominate the
calculations. The resultant estimated poverty targeting rates and numbers of
poor beneficiaries are given in columns three and five of Table 5.10. Summing
column eight gives an estimate of around 32.3 million poor people receiving
SP assistance—87% of the poor population.

16

From reports, discussions with officials concerning the amount of “leakage,” i.e. the proportion
of beneficiaries who are not part of the original target group.
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b. Estimation of Overlap17
The poverty-targeting rate obtained above is, however, an “upper-bound”
estimate as it makes no allowance for SUSENAS and non-SUSENAS programs.
There will be such overlaps: firstly, there are substantial overlaps between the
SUSENAS programs themselves (see above); secondly, in broad terms, the
poor population benefiting from the non-SUSENAS programs represents the
same target group as for the SUSENAS programs.
Conversely, a “lower-bound” can be established by taking the povertytargeting rate of all the SUSENAS programs, i.e. 66%. The actual poverty
targeting rate lies somewhere between these two extremes. In order to obtain
a “best estimate” poverty targeting rate, which allows for overlaps among
beneficiaries across programs, the following procedure was applied:
(i) column 6 “% overlap” was inserted into Table 5.10;
(ii) programs that had no poor beneficiaries were excluded;
(iii) most other programs were then assigned an overlap rate of 66% as
this is the probability that a poor household will benefit from one
of the SUSENAS programs; as most of the programs in Table 5.10
target the same groups, the probability that there will be an overlap
is 66%. Exceptions to this rule are given in column seven;
(iv) these percentages were multiplied with the number of poor
beneficiaries to give the number of poor beneficiaries allowing for
overlaps (column eight); and
(v) the “best estimate” of the overall poverty targeting rate was
obtained by summing this column.
This resultant “best estimate” poverty targeting rate is 73%18 indicating
that almost three quarters of the poor population in Indonesia, some 34 million
people, receive some form of SP assistance. Of these beneficiaries, 90% receive
assistance from at least one of the three largest government programs: free or
subsidized rice, educational assistance, and reduced health care costs. This
indicator will be retained for the formulation of the SPI.

17

18

This is a necessary step. It is not realistic to derive use poverty-targeting rates for individual
SP programs in the construction of an SPI as these will vary considerably from country to
country.
It is recognized that this estimate is partly dependent on the assumptions regarding the
number of health beneficiaries not captured in the SUSENAS data; however, only major
changes in these assumptions would shift the poverty-targeting rate significantly above 75%.
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2. Impact of SP Programs on Household Income/
Expenditures of Poor
The poverty-targeting rate provides an indication of the distributional impact
of SP programs. It, however, gives little indication of the “effectiveness” of
the interventions, i.e. what impact these interventions have on the income/
expenditure of the poor. The objective is to derive an indicator of SP
expenditure to the poor population as a percentage of the poverty line income.
Ideally, as with the poverty targeting rate, this indicator would be derived
from household survey data. This was not possible, in this case, as the largest
SP programs involved transfers in-kind and not cash. Additionally, in order to
maintain comparability, it was deemed desirable to adopt a method that could
be replicated for all countries.
The approach adopted is similar to that used for poverty targeting except
that the expenditure data from Table 5.6 has been substituted for the data on
beneficiaries in Table 5.10. Table 5.11 shows this process. The poverty targeting
rates are the same as those from tables 5.9 and 5.10, for the SUSENAS programs.
Multiplying these by the expenditure on each program gives the amount of
SP expenditure going to the poor. In this case, there is no need to allow for
overlaps between programs. To ensure completeness, the table includes some
programs, omitted from Table 5.10 as they had few beneficiaries, which had
expenditures in excess of Rp25 billion.
Table 5.11 shows that during the fiscal year 2002/03, the total SP
expenditure on poor beneficiaries was around Rp5.55 trillion, equivalent to
around 14% of total SP expenditure. This low percentage reflects the high
proportion of SP expenditure on formal social insurance schemes that do not
benefit the poor. Over 40% of SP expenditure on the poor results from the
Rice for the Poor program.
SP expenditure on the poor was then related to the poverty line income.
The results are shown in Table 5.12. Two indicators are presented:
(i) Per capita SP expenditure on the poor as a percentage of the
(estimated) 2002/03 poverty line: 11%; and
(ii) As above but for poor beneficiaries only: 15%.
The advantages and disadvantages of each will be discussed in the
forthcoming section Social Protection Index and Multicountry Analysis of this
book.
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578
618
342

211
617

90
480

171
2,400
804
384
32,300
37,300
87%
67%
73%

0
0
105
0
3,108
578
618

26

24,140

5 (2*3)

66
66
66
66

50
66
90

66

66

0

(%)
6

Excluding Overlaps

See note 2

See note 1

Comments
7

Program Overlap

58
816
273
131
27,300
37,300

0
0
36
0
1,550
197
62

9

24,140

8 (5*6)

Net Poor
Beneficiaries

1. Estimated beneficiaries of these programs are much greater than SUSENAS estimate, probably due to not all beneficiaries having health insurance cards
or failure of respondents to realize that they were receiving special assistance. We have assumed these “uncounted” beneficiaries to be 50% of those
“captured” by the SUSENAS data. These beneficiaries may still overlap with the food assistance programs, but the overlap rate would be lower.
2. The great majority of these beneficiaries is in residential care and would not therefore be included in SUSENAS.
Source: Tables 5.6/8/9 and authors’ estimates.

50
75
75
75

Almost all will be poor
Almost all will be poor
Many recipients will
not have been poor
Will target the poor
Will target the poor
Will target the poor

Not in country
Unlikely to be poor
NPI
Not for the poor

0
0
17
0
100
100

Less likely to be poor

Comment
4

Poor
Beneficiaries

Poverty Targeting

9

All
Beneficiaries
(000s)
(%)
2
3

C17. Wallet for the Poor
3,200
E15. Recovery & Nutritional Rehabilitation (WFP)
1,072
D7/8. Housing Programs
512
Sum Of Poor Beneficiaries Including Overlaps
Poor Population
Upper-Bound (with overlaps/double counting)
Lower-Bound (largest program only)
Best Estimate (excluding overlaps)

A4. Vocational and Skilled Training
A5.Nonformal Education
B1. All Pension and Health Insurance Schemes
C1/2. SSN/Health Impact Programs
C7. Assistance to Poor and Destitute Families
C8. Rehabilitation of the Socially Vulnerable
C10. Disaster Victims

All SUSENAS programs: health and educational
assistance, free/subsidized rice, credit
(incl. those by WFP and other agencies).
Non-SUSENAS Programs
A1.Domestic Employment Placement
A2. Overseas Employment Placement

1

SP Program

Table 5.10. Poverty Targeting and Program Overlaps of SP Programs
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Table 5.11. SP Expenditure on the Poor

Applicable Program

A1.
A2.
A3.
A4.
A5.
B1.
B3.
B2.
B4.
B6.
C1.
C2.
C7.
C8.

Expenditure Poverty(Rp billion) Targeting
(%)

Domestic Employment Placement
10
Overseas Employment Placement
16
Public Works Program
32
Vocational and Skilled Training
41
Nonformal Education
239
JAMSOSTEK
9,440
TASPEN
17,398
ASABRI
110
ASKES
1,200
Traffic Accident Insurance
373
SSN-Health
469
Health Impacts
945
Social Assistance to Poor
225
Rehabilitation of the Socially
Vulnerable
239
C10. Natural and Social Disaster
Victims
784
C14. Rice for the Poor (RFP)
4,830
C15. Subsidized Rice
119
C11. Rehabilitation of Sex Workers
218
C17. Wallet for the Poor
7
E15. Recovery & Nutritional
Rehabilitation (WFP)1
981
E16. Internally Displaced Persons (WFP)2
185
C19. Peduli Kasih and TV programs
25
D3. TAKESRA/KUKESRA
321
D4. Agro-business
1
D5. City Poverty Alleviation
287
D6. Small Farmer/Fishermen
Income-Generation (P4KP)
444
D7/8. Housing programs
270
E8. CNSP
27
E2/4. Abandoned and Abused Children
77
E9. Special Student Assistance
580
E10. Special School Children Assistance
49
E11. Special School Children Assistance
34
E14. Nutrition Program (WFP)
117
TOTAL
40,093

9
0
35
0
17
0
0
0
0
17
30
30
100

Source*

Poor
Beneficiaries
(000s)

Will be pro-poor
National poverty line
No poor beneficiaries

National Poverty line
SUSENAS
SUSENAS

100
50
50
75
75
75
75
75
75
11
11
11
11
11
100
100
37
37
37
75

1
0
11
0
42
0
0
0
0
65
141
284
225
239

SUSENAS/estimate 1

SUSENAS
SUSENAS
SUSENAS
SUSENAS
SUSENAS

SUSENAS
SUSENAS
SUSENAS

*

392
2,415
89
164
5
736
139
19
35
0
32
49
30
27
77
215
18
13
88
5,548

From preceding table unless stated.
From SUSENAS, 20 million households are estimated to have bought cheap rice, yet official
data indicates “only” 12 million beneficiaries of the RFP program. The RFP program is, however,
considered to be fairly well targeted and we have, therefore, assumed that it will have a higher
poverty-targeting rate than is indicated by SUSENAS.
Source: Tables 5.6/5.9/5.10 and authors’ estimates.

1
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Table 5.12. Impact of SP Expenditure on the Income of Poor Households
Variable

Value

Total SP Expenditure on the Poor (Rp billion)
Poor Population (‘000)
SP Expenditure/Poor Person (Rp/person)
Poverty Line Income Per Capita (annual) (Rp/person)*
Per Capita SP Expenditure as % of Poverty Line Income
Percent of Poor Receiving SP Assistance (from Table 5.10)
Per Capita SP Expenditure as % of Income of Poor Beneficiaries

5,548
37,300
149,000
1,389,000
11%
73%
15%

*Weighted average of rural and urban poverty lines.
Source: Tables 5.6, 5.7 and authors’ estimates.

060150 SPI Pub-Indonesia 3.pmd

158

30/06/2006, 3:30 PM

MONGOLIA

159

4 Mongolia
DANZAN NARANTUYA
ERDENE UUGANBILEG

I.

Summary of Main Results

T

otal expenditure on Social Protection (SP) in 2002/03 exceeded
Tug142 billion ($126 million) representing around 10.5% of GDP.
Almost three quarters of total SP expenditure was on social
insurance—75% of this expenditure was on pensions and 15% on
health insurance. The next most important component of SP was
social assistance, which accounted for just under 15% of the total. Little more
than 10% of SP expenditure went to the other components; including labor
markets, microcredit, and child protection (see Tables 5.1 and 5.2).
Coverage rates1 for the six key SP target groups2 vary markedly, from
almost 100% for the elderly, approximately 80% for the disabled and the sick
through to only 14% for microcredit and less than 5% for child protection.
The interpretation of these rates is, however, complicated by the difficulty of
defining the reference populations for these target groups (especially for labor
market programs) and the unknown amount of “leakage,” i.e. benefits going
to beneficiaries outside the strictly defined target group (see Section V.B and
Table 5.5).

1

2

Coverage = number of beneficiaries/reference population (see Section V.B). It should be
noted that these coverage rates and most of the following indicators have been estimated
from discussions with officials responsible for individual SP programs and the authors
themselves owing to the unavailability of household survey data that would have both
facilitated the tasks and led to more accurate estimates.
The unemployed and the underemployed, the elderly, the sick, the poor, the disabled, and
children with special needs.
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Around 550,000 poor people are estimated to be beneficiaries of some
form of SP assistance—60% of the total poor population. Around 40% of poor
beneficiaries are recipients of health insurance benefits. Without this
assistance, SP for the poor would be largely limited to recipients of social
assistance and microcredit loans (see Table 5.6).
In 2002/03, Tug56.7 billion ($48 million) of SP expenditure (40% of the
total) went to the poor, who currently make up 36% of the population. Over
30% of SP expenditure on the poor went directly to the elderly in the form of
pensions and other assistance. Total SP expenditure on the poor was equivalent
to around 21% of the poverty line income, increasing to 35% if only poor
beneficiaries are included.
Table 1 summarizes the key SPI that have been derived. These are the
indicators that will be used to formulate the SPI.

II. COUNTRY OVERVIEW
This chapter presents a brief overview of Mongolia’s social and economic
characteristics. These characteristics are considered to be particularly relevant
to the SP issues. The accompanying statistical tables are included at the end
of this chapter.

A. General Background
Mongolia has one of the lowest population densities in the world at 2.5 million3
(2003 estimate) over a land area of 1,565,000 sq km. In 2002, 53% of population
was urban with approximately one third of the total population residing in
Ulaanbaatar. Between 1960 and 2002, average life expectancy increased
significantly from 47 to 63.54 years of age. Today, approximately 30% of the
total population is under the age of 15.
The climate is severe continental with sharp fluctuations in temperature,
with temperature drops in winter to negative 50C in some parts of the country.
Summer temperatures are moderated by altitude. Snow and dust storms,
drought, and strong winds are typical in Mongolia. Due to the poor
communication and infrastructure networks, during periods of heavy snow
and rain, the provision of medical and other services to sparsely populated
nomad settlements in rural, remote areas is difficult.

3
4

National Statistical Yearbook. 2003.
Mongolian Government and UNDP. 2000: 18; 2003: 8
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Table 1. Summary of Key SP Indicators
SPI Component

Indicator

Expenditure on SP

Total SP Expenditure as
% of GDP

(%)

Mongolia Estimate

(%)

10.5

Reference population –
Coverage of SP
The unemployed/
narrow
underemployed (U/U) Beneficiaries as % of
total of U/U

36

As % of total labor force

The Elderly

Elderly receiving
assistance as person
of population aged
55+ years

99

As for “narrow”
reference population

99

The Sick

% of population with
health insurance or in
receipt of subsidies

77

As for “narrow”
reference population

77

The Poor/Social
Assistance

% of poor population
receiving some social
assistance/welfare

30

% of total population

12

The Poor/Microcredit

% of population
receiving loan

14

% of total population

5

The Disabled

Disabled beneficiaries as
% of disabled population

82

As for “narrow”
reference population

82

Children with
Special Needs
(CWSN)

CWSN receiving assistance
as % of poor children aged
five to 14 years

2

% of all children
aged five to 14 years

1

Reference population –wide

8

Distributional
Impact of SP
Poverty targeting

% of poor population who receive some assistance
SP expenditure per poor person as % of annual per capita
poverty line income/ expenditure

Impact of SP Transfers SP expenditure per poor beneficiary as % of annual 35%
on Household Income per capita poverty line income/ expenditure
Source: Chapter 5 Tables.
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Mongolia has 22 major administrative units comprised of 21 aimags
(districts) and the capital city of Ulaanbaatar. Hurals or elected bodies govern
the aimags, which have populations ranging between 12,500 and 122,000.
Aimags vary significantly in size with the largest covering up to 165.4 sq km of
territory.5 An aimag center is regarded as a rural town and functions as a main
economic, commercial, and cultural center, with most residents employed in
light industry, business, and service sectors. An aimag is comprised of sums,
which conversely are comprised of several bags. Sum and bag populations are
predominantly engaged in breeding animals including sheep, goats, camels,
horses, and cows.
In 1924, the Mongolian People’s Republic was established and the
Mongolian People’s Revolutionary Party (MPRP) became the sole political
party. Given Mongolia’s sandwiched position between Russia (former USSR)
Table. 2.1. Population
Item

Population (000s)

Total Population
Urban Population
Rural Population
% of Urban

1989

2000

2,044
1,166
878
43.0

2,373
1,344
1,029
56.6

2003*
2,504
1,464.2
1,039.8

Population by Age
0-4
5 -14
15-24
25-44
45-59
60+
Households
Average household size
Vital rates
Crude birth rate
Total fertility rate
Crude death rate
Rate of natural increase
Life expectancy at birth

324.8
530.8
417.6
477.8
173.9
118.8

246.0
603.1
499.1
704.3
196.6
124.3

231.5
585.7
559.2
760.5
229.6
137.5

427,834
4.8

541,149
4.4

554,000
4.5

35.5
4.6
8.2
27.3

20.4
2.2
6.5
13.9
63.2

18.4
2.0
6.4
12.0
63.6

1989
(%)
15.9
26.0
20.4
23.4
8.5
5.8

Sources: NSO. 2004. Statistical Yearbook. Mongolia in a Market System. Ulaanbaatar.

5

Mongolian Government and UNDP. 2003: 21.
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(%)
9.2
23.4
22.3
30.4
9.2
5.5
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and China, it traditionally supported Soviet politics and relied heavily on Soviet
aid. In 1992, the country adopted a new Constitution and established the
unicameral state, Great Hural, comprised of 26 members, elected by popular
vote to serve four-year terms. The President is nominated by parties in the
State Great Hural and is elected by popular vote for a four-year term. The
new Constitution established a multiparty system, emphasizing human rights,
democratic principles, and the process of liberalization.

B. The Economy
Mongolia is classified as a lower-middle-income developing country (2003 GDP
per capita, $410). Although the traditional nomadic lifestyle changed under
communism to a forced collectivization, animal husbandry remains important
in rural areas. In the mid-20th century, Mongolia rapidly industrialized,
especially in the extraction and processing of coal, copper, gold, and
molybdenum. Today, minerals account for one third of Mongolia’s total exports.
Economic development has been hampered by the turbulence of
transition and withdrawal of Soviet aid, especially during the first half of the
1990s with relatively low growth rates. During the socialist period, over 90%
of Mongolia’s foreign trade was conducted with the former Soviet Union. Today,
the Russian Federation and the People’s Republic of China comprise 48% of
the total annual trade of the country.6
Mongolia relies heavily on foreign-sourced income. The international
community funds more than 60% of Mongolia’s development budget and more
than 28% of total budgetary expenditures. Foreign Direct Investment (FDI)
in Mongolia exceeded NRs 22.6 billion (some 20% of total foreign investment)
for the period 1988/89–2002/03 and provided employment to over 90,000
workers (Department of Industry, 2003). Remittance incomes from the high
number of Mongolians working abroad (estimated as high as $1.4 billion in
2003) are also significant.

C. Employment and Economic Activity
Approximately one third of Mongolia’s population is employed. Although
the official unemployment7 rate is only 3.8% of the labor force, a more accurate
estimate is provided by the recent Labor Force Survey, which estimates
unemployment rate at approximately 14%. Underemployment is estimated at
less than 7%. A total of 200,000 people (23% of the workforce) are either
unemployed or underemployed. It should be noted that these estimates do
6
7

Country Report. 2004:1.
I.e. those registered as unemployed.
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Table 2.2. The Economy
Item
GDP (current prices)
GDP Per Capita
GDP (constant
1995 prices)
GDP Growth
(in real terms)
By Sector
Agriculture, Hunting,
Forestry
Industry and
Construction
Services
Government
Expenditure
As % of GDP
Social Sectors
Education
Health

Unit
Tug Million
Tug
Tug Million

1995

2000

2002

2003

550,254
259,554
550,254

1,018,886
429,910
632,717

1,231,330
498,514
664,253

1,362,500
545,000

2.8

2.5

% per annum
% of GDP
% of GDP

100
38

100
29.1

100
21

100
20

% of GDP

26

21.9

21

21.5

36
149,350

49
425,253

58
471,514

58.5

27

42

38

16%

19%
11%

21%
11%

18%

18%

% of GDP
Tug Million

%
government
expenditure

Social Security and
welfare

16%

11%

NB. Data prior to 1995 is not comparable.
Sources: NSO. Statistical Yearbooks, 2003 and 2004. Ulaanbaatar. ADB. 2003. Development Indicators.
2003.

not take into account “unpaid family workers,” which comprises a quarter of
those employed.
Employment in Mongolia is dominated by the agricultural and service
sectors, which account for over 40% of total employment. Manufacturing,
including mining, is also significant accounting for the remaining 12%. Women
account for 48% of the total workforce.

D. Education
According to the United Nations 2003 National Human Development Report
on Mongolia, by 2000 literacy levels had reached 98.0-98.5% for men and 97.5
% for women (Table 2.3). The Educational Law and the Law on Primary and
Secondary Education adopted in 1995 provides educational policy and
supporting financing mechanisms. Prior to the Law on Primary and Secondary
Education, children normally commenced schooling at the age of eight years.
Since May 2002, this has been changed to seven years of age. Likewise, from
2005 the total years of primary and secondary schooling has been increased
from 10 to 11 years in order to raise the standard of education.
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Table 2.3. Employment and Labor Force
Item
Total
Population of Working
Age (000s)
Economically Active
Population (000s)
Employed
Unemployed
Labor Force
Participation Rate
Employment Rate
Unemployment Rate (%)

1992*
Female

Total

2000
Female

2002
Total Female

1,134.6

569.3

1,347.4

676.5

1,439.2

739.1

860.0
806.0
54.0

414.0
384.9
29.1

847.6
809.0
38.6

412.8
392.1
20.7

901.7
870.8
30.9

447.4
430.6
16.8

75.8
71.0
6.3

72.7
67.6
7.0

62.9
60.0
4.6

61.0
58.0
5.0

62.7
60.5
3.4

60.5
58.3
3.8

*

Since 1992 those who were registered with the Employment Service Office had been regarded
as the unemployed.
Source: NSO. 2004. Statistical Yearbook. Mongolia in a Market System. Ulaanbaatar: p. 76.

Table 2.4. Employment, 2002/03
Currently Employed 15+
Urban
Rural
Employed by Sector
Agriculture
Production
Services
Underemployed: Both
Male
Female

862,500
392,300
470,200
402,700
102,900
356,900
58,200
34,400
23,800

Currently Employed 15+
Male
Female
Employment Status
Paid employee
Employer
Own account worker
Unpaid family worker
Secondary Occupation Both
Male
Female

862,500
448,900
413,600
338,600
5,500
303,400
215,000
23,900
14,600
16,300

Source: NSO. 2004. Main Report of Labor Force Survey. Ulaanbaatar. BSIP p. 4-5.

Table 2.5. Unemployment, 2002-2003
Unemployed 15+
Male
Female
Urban
Rural

142,300
74,600
67,700
90,300
52,000

Unemployment Rate %
Male
Female
Urban
Rural

Source: NSO. 2004. Main Report of Labor Force Survey. Ulaanbaatar. BSI: 6, 121.
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Table 2.6. Employment Status and Hours of Work
Item

Percentage

Wage Job
Agriculture
Self-Employed
Total
Average Number of Hour Per Week

37.2
48.2
16.9
100.0
45.7

Source: NSO. 2004. Main Report of Labor Force Survey. Ulaanbaatar. BSI: 126.

Table 2.7. Economically Active Children Aged Between 5 and 17, By Age Group
and Sex
Item

Total

Total
Urban
Rural
In Labor Force
Employed
Unemployed
Inactive (mostly students)

679,049
360,750
318,299
73,484
68,580
4,904
603,428

Male

Female

347,652
184,932
162,720
44,573
41,874
2,700
302,294

331,397
175,818
155,579
28,911
26,706
2,204
301,134

Source: NSO. 2004. Main Report of Labor Force Survey. Ulaanbaatar. BSI: 132.

Sharp increases in school dropouts have been noted in recent years,
especially among children from herder and poor families. Contributing factors
include a shortage of public funds for education in the first years of transition,
the privatization of herds, the overcrowding of urban schools, structural
re-organization of secondary schools, and the decision to use the Mongolian
script. According to the 2004 Main Report of Labor Force Survey, around 9%
of children (679,049) aged between five and 17 years did not attend school.

E. Health
1. General Health
In 2002, it was estimated that there were 28 physicians, 57 midlevel personnel
and 76 hospital beds per 10,000 persons. In 2002, 53.9% of total health
expenditures were financed from the state budget, 41.8% from health
insurance, and 4.3% from the payment for services.8
During the socialist period, antenatal and maternal care was reasonably
well developed, and secondary and tertiary care was available in cities and
8

NSO. Statistical Yearbook Mongolia in a Market System. 2004:21.
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Table 2.8. Enrolment Rate, 1989, 2000, and 2003
Enrolment Rate
8-15
16-17
8-17
Literacy
Male
Female

1989

42.7
91.1

2000

2003*

89.7
45.8
81.9

98.0
60.2
90.3
98.0
98.5
97.5

Sources: NSO. 2004. Statistical Yearbook Mongolia in a Market System.
Ulaanbaatar.
* NSO. 2003. Mongolian Statistical Yearbook. Ulaanbaatar.

Table 2.9. Children Aged 5–17 Years Old, by Main Reason for
Not Attending School
Item

Total

Underaged
School Too Far
Cost of School Materials, Clothing, etc.
Poor Performance in Studies/
Not Interested in Studies
Add to Household Income
Help with Household Duties
Sick
Disabled
Others
Total

Male

Female

110,075*
2,768
8,289

57,228
1,648
4,700

52,847
1,120
3,588

11,336
8,502
15,447
5,430
2,947
6,352
171,145

7,364
5,622
9,802
2,621
1,945
3,448
94,377

3,972
2,881
5,645
2,809
1,002
2,904
76,768

*

109,822 of those are aged between five and nine, because normally children start school at age
eight.
Source: NSO. 2004. Main Report of Labor Force Survey. Ulaanbaatar. BSI: 134.

provincial towns. However, levels of community-oriented and general
practitioner health service were considered unsatisfactory.
With the transition of the country to a free market economy, investments
in health sector declined, including those in hospitals and maternity wards.
Given public sector funding cuts in health care as a proportion of GDP, the
private health sector has increased. However, as rural populations especially
those in remote areas have poor access to health services due to undeveloped
transportation and communication infrastructure, privatization schemes, and
health reform made in the 1990s in Mongolia have led to inequity in health
services—a factor which was insignificant under socialism. “Equity concerns
most commonly applied to the first element—resource mobilization—but more
rarely to the distribution of benefits and access by citizens to protection from
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impoverishing sickness” (Graig, 2002). Declining health expenditure is seen
as the second leading cause of impoverishment in Mongolia today.
In the early 1990s, primary health care through the development of a
family physician system of care was initiated. In the second half of the 1990s,
the Mongolian Government with the financial assistance of ADB launched
the Health Sector Development Program in order to shift health care from
tertiary to primary level and from the public to private sector. Program funding
was also provided to establish the basis for health care reform and the Family
Group Practices (FGP) in cities and provincial towns and to develop rural
health sector. FGP commenced services in 1998.
2. Child Health and Nutrition
a. Immunization
Family doctors and nurses organize child vaccination. In 2001, at the initiative
of the President of Mongolia, Parliament passed the Law on Immunization.
Ten-day campaigns on immunization, aimed to involve children who are late
for vaccination dates, are organized on a national level twice a year. Through
systematic publicity and awareness-raising campaigns on the importance of
immunization, public participation in promoting vaccinations and vaccination
Table 2.10. Health Indicators
Indicator

1980

Maternal Mortality Rate
(per 1000 live births)
Infant Mortality Rate
(per 1000 live births)
Under-five Mortality Rate
(per 1000 live births)
Early and
Late
Antenatal Care Coverage
Contraceptive Prevalence
Rate
Immunization Coverage*
% BCG (Tuberculosis)
% DPT3 (Diphtheria, Pertussis, Tetanus)
% OPV3 (Polio)
% Measles

1990

2000

1.6

1.2

1.6

78.9

63.4

31.2

87.5

42.4

49.3
12.8

53.4
4.0

65.7
9.8

36.0

49.1
(1996)

2003**

23.0

2001-2002
95.4-98.4
95.3-98.7
95.1-98.7
95.2-98.5

Sources: Health Ministry of Mongolia. 2002. Health Sector of Mongolia: 80 Years.
Ulaanbaatar:23-31.
* UNICEF. 2003. Mongolia. Ulaanbaatar. T&U Printing Company.
** Aimags and Ulaanbaatar, NSO. 2003. Mongolian Statistical Yearbook. Ulaanbaatar: 269.
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rates for children increased. For instance, street children actively took part in
promoting vaccinations for their peers. As part of the initiative, rural doctors
were provided with cooling equipment for vaccines and reliable transport. As
a result of these activities over the last 10 years, the number of immunized
children steadily increased and reached over 90%. Infectious diseases, such as
measles that can be vaccinated against, are under control and poliomyelitis
and small pox have been eradicated.
b. Nutrition
The Mongolian Constitution states that each person has right to food security.
However, poverty, shortage of food, and poor nutrition negatively impact
maternal health and mortality. There are frequent cases of insufficient use of
iron preparations, chronic anaemia, and other problems among pregnant women
and post-natal women. More than a third of mortalities associated with child
birth are among poor or very poor women, with unemployed women accounting
for 27.9% of maternal deaths.
Child nutrition generally does not meet the basic standards of the World
Health Organization (WHO). Studies show that for children under five years,
12.5% are underweight, 24.6% have stunted growth, 32.1% have rickets from
vitamin D deficiency, and 40.2% have anaemia. Furthermore, in the first years
of 2000s, studies indicate that over 16% of children between five years and
adolescence have stunted growth, while 21.4% have Iodine deficiency disorder
(IDD).
3. HIV/AIDS
Data has been compiled on HIV in Mongolia since 1992. Four cases of HIV/
AIDS have been recorded in 2003. Between 1987 and 2000, 70,000-35,000
HIV tests were made annually among blood donors, high risk groups, and
pregnant women, with no positive cases reported. At present, there are no
AIDS-orphaned children in the country. However, according to other sources
(for instance, UNAIDS) there are over 100 possible cases of HIV/AIDS in
Mongolia.
4. Disability
The most recent information indicates that around 4.6% of the population
(115,000 people) are disabled; just less than 30% of which are estimated to be
children.
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Table 2.11. Disability, 2004
The Disabled
Total
115,000

% of Female

Children

65

34,000

Source: Odriin sonin. No.1799, 2004.

F. Housing
At present, almost half of the population live in 265,600 “conventional” houses
and a little over 50% of the population lives in 275,600 gers (a collapsible and
stable round felt tent). There are wide disparities in heating, sanitation, and
water supply between these types of dwellings. Gers usually do not have central
heating or indoor bathroom facilities and the majority of them have no facilities
for waste disposal. Gers comprise around a quarter of total urban housing and
are often in areas of concentrated poverty. The Population and Housing Census
have confirmed that almost 18,000 households have no housing and share
with other households. The number of homeless people spending nights in
entrances, basements, and manholes reached 4,300 nationwide. About a third
of homeless people are children and youths under the age of 19 years.

Table 2.12. Human Security
Item

1995

Population Living in Ger, % of Total
Population
Rural
Urban
Population with Access to Safe Water
Rural
Urban
Population with Access to Electricity
Rural
Urban
Population with Access to Sanitation
Rural
Urban

67.9
93.0
58.0
52.0

55.0
84.0
47.0

1998

Source

52.1
78.4
21.6
73.4
94.5
71.0

LSMS
LSMS
LSMS
AHEC
AHEC
AHEC
AHEC
AHEC
AHEC
AHEC
AHEC
AHEC

80.3
54.2
41.3

Source: Authors.
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G. Poverty
Poverty declined slightly in the late 1990s, but over one-third of the population
still live below the income poverty line. Many Mongolians have responded to
pivotal economic changes by entering the informal sectors, migrating in the
search of better opportunities, and having fewer children. In 2002, the
Mongolian Government adopted the National Program on Employment
Support. The current poverty situation cannot be assessed with certainty as
the recent LSMS survey data is not yet available.
Table 2.13. Minimum Subsistence Level
(Tug/month)
Region

2001

Western
Eastern
Central
Khangai
Ulaanbaatar

18,200
19,900
19,300
18,200
23,600

2002

2003

2004

19,200
20,200
19,700
19,100
24,600

19,500
20,500
19,800
19,900
25,300

20,200
21,200
20,600
20,600
26,500

Source: NSO. (2003.) Mongolian Statistical Yearbook., Ulaanbaatar:, p.237.

Table 2.14. Poverty Indicators

Item
Total
Urban
Rural

1995
36.3
38.5
33.1

Head Count
1998
2002*
35.6
39.4
32.6

1995

Depth
1998

2002*

1995

10.9
12.2
8.9

11.7
13.9
9.8

11.0
9.2
13.2

74.8
5.7
3.6

36.1
30.3
43.4

Severity
1998 2002*
5.6
7.1
4.4

4.7
4.0
5.6

*NSO, WB, UNDP. (2004.) Main Report of Household Income and Expenditure Survey/Living
Standards Measurement Survey, 2002-2003:, p. 8.
Source: NSO. 2003. Mongolian Statistical Yearbook. Ulaanbaatar: 237.

Table 2.15. Poverty Numbers
Number of the Poor
(000s)

Item

Urban
Rural
Total

Growth

1995

1998

2002

1995-98

1998-2002

471
357
828

493.4
369.9
849.8

415.3
478.7
894.0

22.4
12.9
21.8

(78.1)
108.8
44.2

Source: Same as for previous table.
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III. The Definition of Social Protection in Mongolia
The term Social Protection corresponds to Social Security in Mongolia. Social
security involves three areas: social welfare, social insurance, and employment
service. Overall, the concept is traditional as the primary focus is direct
assistance to poor and vulnerable group, insurance, and other schemes to reduce
vulnerability and risks associated with unemployment, old age and disability.
According to the Social Security Sector Strategy Paper, the social security
sector in Mongolia is based on the following components:
(i) Social welfare: The social welfare sub-sector offers services and
benefits to the most vulnerable and needy members of society. These
services and benefits are designed for the elderly, disabled, poor,
and homeless. Short-term benefits are also available for pregnancy
and childbirth, childcare and large families, as well as long term
pensions for those not eligible for social insurance pensions;
(ii) Social insurance: Under the scheme, benefits are financed by the
contributions of employers and employees; and
(iii) Employment services: The scheme aims to facilitate and support
the development of effective labor markets to reduce vulnerability
of the population.
While all the components of SP in Mongolia are included in ADB’s
definition, the Mongolian definition is considerably narrower than ADB’s, as
it excludes area-wide schemes (e.g. social funds and micro-insurance).
Essentially, the Mongolian definition embraces the “traditional” components
of SP only.
It is also noted that ADB’s principal activities in terms of SP in recent
years concentrate on the social insurance, social assistance, and labor market
components (see ADB, Progress Report on the Social Protection Strategy,
Manila, 2002). Based on the above, there are grounds for adopting a definition
for this study that is narrower than the current ADB.
The definition of SP to be used for this study is: “The set of policies and
programs that enable vulnerable groups9 to reduce, mitigate and /or cope with
the risks associated with their particular circumstances and that do not fall
under activities normally associated with other sectors such as rural
development, basic infrastructure, health and education, and that are both
targeted at these groups and involve cash or in-kind transfers.”
9

The primary target groups for SP policies, which reflect ADB’s definition of SP, are the
unemployed/underemployed, the elderly, the sick, those affected by natural disasters, the
poor, the disabled, and children with special needs.
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A detailed discussion of the definition including ADB’s definition of SP
can be found in the forthcoming section Social Protection Index and
Multicountry Analysis of this book. Based on the above definition, Table 3
contains a schedule of the types of programs that are considered to fall within
the above definition. The table also indicates those programs falling within
ADB’s categorization of SP activities that will not be considered in this study.
The latter primarily include programs that either involve the construction of
physical or social infrastructure, integrated community development schemes
and programs that traditionally fall within the education and health sectors,
e.g. primary and pre-school education, immunization, health and nutrition
education, pre- and post-natal care.
Table 3. Inclusion/Exclusion of Social Protection Programs
Component/Subcomponent of
Social Protection
Labor Market Programs
Direct Employment-Generation
(microenterprise development and
public works)
Labor Exchanges and Other
Employment Services
Skills Development and Training

Labor Legislation (including minimum
age, wage levels, health and safety, etc.)
Social Insurance Programs
Programs to Cover the Risks Associated
with Unemployment, Sickness,
Maternity, Disability, Industrial Injury,
and Old Age
Health Insurance
Social Assistance and Welfare
Programs
Welfare and Social Services Targeted at
the Disabled, the Indigent, Those
Affected by Disasters and Other
Vulnerable Groups
Cash/In-kind Transfers (e.g. food
stamps, health cost exemptions or
subsidies)

Included/
Excluded

Comments

Included

Includes loan based programs to
support small businesses, etc.

Included

Includes retrenchment programs

Excluded

Unless targeted at particular
groups, such as the unemployed
or disadvantaged children
Not amenable to quantification

Included

Included

Included

Included

Included

continued next page
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Table 3. Inclusion/Exclusion of Social Protection Programs (continued)
Component/Subcomponent of
Social Protection
Temporary Subsidies for Utilities,
Housing, etc.

Included/
Excluded

Comments

Included

Only if imposed in times of crisis
and if targeted at particular
vulnerable groups. General
subsidies are excluded even if their
rationale is to assist the poor.

Micro and Area-based schemes
Microinsurance/Microfinance Schemes

Included

Microfinance seen as an important
aspect of SP. Mainstream rural
credit programs will be excluded.

Agricultural Insurance

Included

Social Funds

Excluded

Disaster Preparedness and
Management

Included

Agricultural insurance will rarely
be affordable and therefore
targeted at the most vulnerable
farmers
Except where direct transfers to
households occur
Reconstruction of physical
infrastructure is excluded.
De-mining programs included.
Number of beneficiaries not
amenable to quantification

Child Protection
Child Rights and Advocacy/Awareness
Programs Against Child Abuse, Child
Labor, etc
Early Childhood Development Activities

Educational Assistance (e.g. school
feeding, scholarships, fee waivers)
Health Assistance (e.g. health cost
reduced fees/subsidized medicines for
vulnerable groups)
Family Allowances
Street Children/Child Worker/Orphan
Initiatives

Included

Not amenable to quantification

Excluded

Direct assistance for health and
education would be included in
following categories. Otherwise,
these programs fall within basic
health and education programs,
which are excluded.

Included
Included

Will generally be included under
social assistance

Included
Included

Would not include transfers
through the tax system

Source: Authors.
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IV. Current Social Protection Activities and Programs
A. Introduction
This chapter presents an overview of current SP activities and programs in
Mongolia. The programs and activities described here include the major
programs operated by government agencies, national nongovernmental
organizations (NGOs), and international nongovernmental organizations
(INGOs). The descriptions aim to present the main features of the programs,
as well as the key quantitative information required to construct a SPI for
Mongolia. It is, however, not always possible to quantify the SP activities of
some programs; in these cases, descriptions are limited to qualitative
discussions.
The key quantitative variables10 required for constructing an SPI are the
cost/expenditure of the programs, the number of beneficiaries served by the
programs, and the number of program beneficiaries who are poor and the
amount of program expenditure going to poor beneficiaries. Except for
information on program expenditure, only a small subset of the required data
is readily available from published sources. In consequence, the great majority
of the information cited in this chapter comes from discussions and meetings
with relevant officials and experts and unpublished reports.
This chapter is structured around the components and subcomponents
of ADB’s definition of SP listed in Table 3.1, i.e. labor market programs, social
insurance programs, social assistance and welfare programs, micro and areabased schemes, and child protection programs.

B. Labor Market Programs
1. Labor Legislation and Standards
The Labor Code of Mongolia, introduced in 1991, was updated several times
taking into account the introduction of social insurance and pension systems,
and occupational safety. In 1999, the Code was revised, with a number of
substantial differences from the 1991 Code, stated below:
(i) The former law was aimed at regulation of employment relations
between individual employers and employees. The current law
regulates incorporates provision for collective agreements and
bargaining;
(ii) The new law allows for cancellation/invalidation of employment
agreements, where employment conditions are below standard;
10

For details see the forthcoming section Social Protection Index and Multi-Country Analysis
of this book.
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(iii) The new law has more detailed and clear provisions on employment
issues, such as occupational safety and health, collective agreement,
and settlement of disputes; and
(iv) The new law has a provision on contracted employment, which
allows flexibility for employing short term employees.
Chapter I: General P
rovisions. This provides for and sets down conditions
Provisions.
and procedures for collective labor bargaining and agreements on wages/
bonuses, allowances, compensations, labor norms/standards, working hours,
occupational safety and hygiene, social provisions, concessions for large families,
single parents, parents with disabled children, retirees and those affected by
industrial injuries, and Trade Union operations (Article 18).
Chapter II: Collective Bargain and Agreements
Agreements. This provides for and
sets down conditions and procedures for collective labor bargaining and
agreements on wages/bonuses, allowances, compensations, labor norms/
standards, working hours, occupational safety and hygiene, social provisions,
concessions for large families, single parents, parents with disabled children,
retirees and those affected by industrial injuries, and Trade Union operations
(Article 18).
Chapter III: Labor Contract. This specifies major terms and conditions
that labor contracts should contain, including postal name, duties and
responsibilities, remuneration, and work conditions. It also establishes rights
to terminate a contract and justifications for such termination (Articles 39
and 40). Redundancy payments/compensation equivalent to one month’s
average wage are also specified (Article 41).
Chapter IV
ages. This specifies that minimum wages are set by law
IV:: W
Wages.
(Article 48.1). The chapter provides conditions for various compensations and
overtime payments.
Chapter V
V:: T
Time
Work
Rest.
ime of W
ork and R
est. This indicates standards for working
hours, annual leave, holidays, and limitations for overtime work.
Chapter VI: W
ork Condition, Occupational Safety and Hygiene
Work
Standards. This states that work conditions must meet standards fixed by
central state agencies responsible for occupational safety and hygiene. An
employer shall provide favorable working conditions for the employees and
ensure that chemical, physical, and biological factors from production processes
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shall not have a negative impact on safety, hygiene, or the environment (Article
91.1).
An employer is also responsible for implementing necessary health and
safety measures related to working conditions and the operation of machinery
(Article 92.1).
A provision is also made for compensation for occupational injuries, abrupt
poisoning, and occupational disease. This provision states that an employer
shall compensate the employee or the employee’s family for occupational
injuries regardless as to whether they are insured or not (Article 97.1).
Chapter VII: Women
’s Employment. This includes provisions prohibiting
omen’s
the dismissal of pregnant women and mothers with children under the age of
three. Furthermore, overtime work is limited for employed women who are
pregnant, are mothers with children under age of eight, or are single-parents
with children under the age of 16 years, unless they provide consent to work
overtime (Articles 100.1 and 102.1). Maternal leave is set at 120 days (Article
104.1).
Chapter VIII: Employment of Junior W
Work
orkers,
Vertically
ork
ers, Disabled, V
ertically
Elderly.. Prohibits employment of children under the age of
Challenged, and Elderly
15 years, except in specifically defined situations (Article 109.2). States that
an employer with more than 50 employees shall have, at least, three disabled
and/or vertically challenged worker, unless the industry specifics does not allow
them to work (Article 111.1).
Chapter X and XI: Resolving Collective Labor Dispute and Individual
Labor Dispute. This provides procedures for resolving labor disputes.
Chapter XII: Labor Inspections. This gives authority for labor inspection
at different levels.
2. Direct Employment Creation
In Mongolia, local employment offices are responsible for employment
promotion services and activities. The Law on Employment Promotion,
enacted in 2001, stipulates that employment promotion services should provide
job and vocational orientation, counselling, information, information on
available jobs, and skills training and retraining. Employment promotion
activities are designed to support self-employed individuals, those involved
in employment in partnerships and cooperatives, employers; and to arrange
public works and other activities.
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The Employment Promotion Fund (EPF) is financed from allocation of
state budget, local budget contribution and workplace charges paid by foreign
workers and other income. The employment office operates the fund for
employment promotion service and activities. The EPF runs a small-scale
public works program. The EPF spent Tug496.8 million in 2003, benefiting
13,589 unemployed people.
The employment office also provides microloans for the creation of
workplaces. The microloans are provided to individuals, partnerships, and
cooperatives. In 2003, 920 individuals and 58 companies received total of
Tug1337.1 million of loans, which created 2,718 jobs (see Table 4.1). Those
employers who employ the unemployed are reimbursed from the EPF if they
meet the following criteria:
(i) Employment of registered unemployed for more than six months,
who were unemployed for over one year. In this case, employers
are reimbursed 60% of the first six months wages of employment;
(ii) Organized in-service training to unemployed and provision of
workplaces to them for, at least, three months. The employers are
reimbursed the training costs at a rate set by the Government.
The average reimbursement to employers for each person who
received training was Tug56,491 in 2002; and
(iii) Training of those susceptible to unemployment and subsequent
employment of them. The employers are reimbursed at the fixed
rate or 40% of the sum of three months wages of employment.
Table 4.1. Support to Employers for Job Creation
Types of
Support to
Employers

Employed
More Than
6 Months

No.
Employed

2002
2003
Total

998
961
1,949

(Tug
million)

93.00
146.70
239.70

In-Service
Training and
Subsequent
Employment
No.
(Tug
Employed million)

262
285
547

7.45
16.10
23.55

Training &
Total
Employment
Employed
of Susceptible
to Unemployment
No.
Employed

117
105
222

(Tug
million)

4.55
7.00
11.55

(Tug
million)

1,367
1,351
2,718

Source: Employment Promotion Fund Report 2003, Employment.
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3. Employment Service Centers
Currently, over 190 personnel are employed at the employment office network.
Every aimag (local administrative unit;, 21 aimags) and capital city Ulaanbaatar
has a local employment office. They provide the following services:
(i) Job and vocational orientation;
(ii) Counselling and information provision;
(iii) Registering job seekers and trying to assist them in finding work;
(iv) Organizing vocational training services;
(v) Arranging public works;
(vi) Providing microloans through banks or non-banking financial
organizations;
(vii) Providing support to employers of the employment; and
(viii) Registering and collecting workplace fees from foreign workers.
Although the employment office tries to make companies and entities
recruit through this system, in practice, this does not work. Most of the entities
recruit their employees through personal contacts and direct job
announcements in the media. Statistics of the Ministry of Social Welfare and
Labor indicate that 27,732 and 32,000 jobseekers found jobs with the help of
employment offices in 2002 and 2003 respectively.
Given limited financial and human resources, employment offices seldom
reach potential employers. However, social partnerships in the labor market
have been increasingly recognized at different levels of the public and private
sector.
The Social Security Sector Strategy Paper emphasizes that vulnerable
groups have comparatively little access to the employment offices services
despite the increase in beneficiaries and fund allocation to support employment
promotion. It further states that in 2002, 40% of participants of vocational
training and only over 10% of those assisted in finding jobs were classified as
vulnerable people.
4. Vocational Education and Training
Vocational training services are carried out by the local employment offices in
cooperation with professional and accredited institutions and employers. The
training is provided to:
(i) unemployed and vulnerable people with low or no skills;
(ii) unemployed and those at risk/susceptible to unemployment who
have to change their profession as a result of job unavailability and
specifics of occupation;

060150 SPI Pub-1-Mongolia 4.pmd

179

30/06/2006, 3:29 PM

180

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

(iii) those at risk/susceptible to unemployment and job seekers that
have been affected by employment injury, occupational disease,
and acute toxicity; and
(iv) graduates from 8th and 10th grades from secondary education or
those demobilized from army service in a current year.
In order to involve the poor and unemployed in the scheme, the
employment office launched a Training Voucher System with the assistance
of the UNDP. The objectives of the project is to ensure demand oriented
training and thus, to assist unemployed people with finding jobs. The voucher
training system has been organized in six districts of Ulaanbaatar since January
2003. In 2003, 12,588 vouchers had been distributed to 3,510 poor to attend
vocational training/skills training. A total of 3,320 people attended the
vocational training, with 66% of the vouchers going to women and more than
half of the recipients being aged between 16-24 years.
The Employment Promotion Fund pays the cost of the voucher, Tug98
million for those vulnerable people. In 2003, the Employment Promotion Fund
spent Tug575.1 million (inclusive of voucher training) for skills training and
retraining activities. At the end of the year, 20,879 people attended the training.
The Employment Office report states that 65.4% of participants have
subsequently found employment.
The Employment Office 2002 Report provides details of vocational
training and retraining activities. Under the scheme, the following groups
attended training:
(i) unskilled and low skill vulnerable people—5,109 persons/Tug130.3
million;
(ii) those in need to change their profession, are susceptible to
unemployment, and are unemployed—1,884 persons/Tug54.3
million;
(iii) those job seekers that have been affected by employment injury,
occupational disease, and acute toxicity and are at risk of
unemployment—202 persons/Tug5.5 million;
(iv) those unemployed, those not enrolled in schools beyond grade 8th
and 10th grades, and those demobilized from army service—5,175
persons/Tug154.7 million; and
(v) self-employed—1,675 persons/Tug22.2 million.
There is a widespread criticism about the quality and efficiency of
vocational education and training in Mongolia. According to the various local
studies, there are shortages of well-trained and skilled workers and technicians.
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A number of strategies for development of vocational training are outlined
in the Education Sector Strategy 2000-2005:
(i) Bring technical vocational education and training in line with labor
market demands;
(ii) Establish standards and an assessment system;
(iii) Improve teacher training, re-training, and up-grading;
(iv) Upgrade technical facilities;
(v) Improve curriculum and training methodology; and
(vi) Diversify finance.
The ADB and Nordic Development Fund are providing a soft loan of
$16 million to the Government of Mongolia for its social security sector reform.
The reform is being supported by policy and investment loans. The first
phase of the Social Security Sector Development Programme is due to be
finalized in 2005. As part of this reform process, the Social Security Sector
Strategy Paper was endorsed in November 2003 (Government Resolution
No. 239).
One of the components of the Program is Skills Training and
Entrepreneurship Development for the Unemployed and Poor, which has been
implemented under the Employment Promotion and Work Condition
Improvement since June 2003. It is expected that as result of the programme,
up to 25 Employment Training Centres and 40 Employment Education
Centres will be capable of running newly developed vocational courses with a
contemporary approach to provide skills and vocational training for 4,000
unemployed.
A large percentage of the registered unemployed are young people from
vocational schools.11 This could partly be explained by the fact that education
and training is not responsive to labor market needs. Secondly, vocational
schools are unable to provide high quality teaching. The Education Sector
Strategy 2000-2005 states that the average age of training facilities and
equipment in vocational schools is 17 years, and vocational school libraries
have not been supplied with contemporary literature for at least 12 years.
Implementation of the above project will assist vocational schools in updating
curriculums and improving the quality of teaching and training facilities.
There are currently 30 public vocational training institutions and two
private vocational training schools. In addition, there are five Production and
Training Centres (PTC) in Ulaanbaatar and ten PTCs in aimags providing
secondary vocational and technical education. The National Observatory
11

Bertil Oskarsson. Report.
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Stocktaking Report 1997, indicates that there were 11,000 students studying
at 23 technical and vocational training organizations for 100 vocations.
The Ministry of Social Welfare and Labor (MSWL) and the Ministry of
Science, Technology and Education (MOSTEC) are responsible for vocational
training and vocational education respectively. The MSWL is responsible for
the short-term skills training, and retraining for adults, while MOSTEC is
responsible for vocational education. The Vocational Education and Training
Law of Mongolia differentiate vocational education and vocational training.
Vocational training is defined as a tool to implement employment policy, and
thus, focuses on short-term retraining/skills training, whereas vocational
education implies more general conventional education for young pupils from
grades 8 to 10, covering a longer period of training.
In addition, the National Centre for Vocational Training and
Rehabilitation for the Disabled operates directly under the MSWL and provides
services to the disabled, such as rehabilitation, organizing vocational training,
and the production of artificial limbs. In 2003, 253 disabled,12 (140 out of
which registered at employment office) were trained in eight specialties for
an average of five to 12 months in 2003. Also, the center organizes medical
checks for members and sends them to inpatient services (1,016 checked and
517 hospitalized). The center’s budget comes from the central budget (69.5%),
Health Insurance Fund (6.7%), Employment Promotion Office (4.7%), and
its own production (21.0%). The central budget allocated Tug112.6 million
for the center in 2003.

C. Social Insurance
1. General
Before 1990, the social security system was operated under a command
economy based on a combination of consumer subsidies and universal benefits
supported by the central budget. All sectors of society were covered by the
pension system. Since the early 1990s, a new social security system has been
formed and a series of Social Insurance Laws have been enacted in 1993 and
1994 including the following:
(i) Social Insurance Law, May 1994;
(ii) Law of Pensions and Benefits Provided by the Social Insurance
Fund, June 1994
(iii) Citizen’s Health Insurance Law, July 1993 (renewed in April 2002);

12

Activity Evaluation Report of the National Center for Vocational Training and Rehabilitation
for the Disabled. 2004.
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Law of Employment Injury and Occupational Disease Pension,
Benefits and Payments Provided by the Social Insurance Fund,
June 1994;
Law of Unemployment Benefit Provided by the Social Insurance
Fund, June 1994; and
Law of Military Service Pension and Benefits, June 1994.

The social insurance system in Mongolia covers five major programs:
(i) Pension insurance covering old age, disability, and survivors’
pensions;
(ii) Employment injury and occupational disease insurance. This is a
combination of pension (disability and survivor pensions), sickness
benefits, and discounted services (e.g. for prosthetic or orthopaedic
appliances and treatment in a sanatorium);
(iii) Unemployment insurance includes unemployment benefit and
skills training;
(iv) Benefit insurance includes sickness benefit, pregnancy and
maternity leave, and funeral costs; and
(v) Health insurance covers discounted service (discounted essential
drugs and selected prosthetic or orthopaedic appliances) and health
service (health care, in-patient and outpatient service, FGP service).
The State Social Insurance General Office (SSIGO), one of the key
agencies of the MSWL, administers the five social insurance funds that are
supported by the social insurance contributions from employers and employees
as well as budgetary subsidies. The contribution rates of the five schemes are
shown in Table 4.2.
By the end of 2002, 39% of the workforce in Mongolia was covered by
social insurance on a compulsory basis, with only 2% on a voluntary basis. In
contrast, health insurance covers 76.7% of the population although most of
this is via budget subsidy and not direct contributions.
While most formal sector employees contribute to the social insurance
scheme (87.4% of the employees), herders, who represent 43% of the workforce,
and self-employed, who represent 15% of the workforce, are seldom covered.
They may contribute on a voluntary basis, but very few elect to do so. It is
estimated that only 4% of the potential voluntary insurers participate in pension
insurance.13 Thus, there is a potential fiscal problem within the budget when
large number of herders and self-employed people retire in the future.
13

Ministry of Social Welfare and Labor. 2003. Social Security Sector Strategy Paper.
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Table 4.3 contains information on Social Insurance income and
expenditure and number of beneficiaries.
Table 4.2. Social Insurance Contribution Rates
Insurance Branch

Pensions
Benefits
Employment Injury
Unemployment
Health
Annual 6,000 Tug
Total

Compulsory Contribution Rate
(% of Salary)

Voluntary
Contribution Rate

Employer

Employee

Total

13.5
1
1.0 or 2.0 or
3.0
0.5
3

5.5
1

0.5
3

19
2
1.0 or 2.0 or
3.0
1
6

10%

29.0%-31%

19%-21%

9.5
1
1

11.5% + 6,000 Tug

Source: State Social Insurance General Office.

Table 4.3. Social Insurance: Income, Expenditure, and Beneficiaries, 2003
Type of
Social
Insurance
All
Pension Insurance
Fund
Benefit Insurance
Fund
Work Injury &
Occupational
Diseases
Unemployment
Insurance Fund
Health Insurance
Fund

Total
Of Which
Income
Budget
(Tug million) Contribution Transfer
82,535.1
52,287.3

53,256.2
27,865.0

5,460.2

29,278.9
24,422.3

Expenditure
(Tug million)

Beneficiaries
2002
(thousand)

106,226.3
79,176.0

1,210.5
256.8

5,460.2

4,089.1

72.5

4,443.2

4,443.2

3,170.2

7.6

2,616.9

2,616.9

1,132.2

8.6

17,727.5

12,870.9

18,658.8

865.0

4,856.6

Source: Ministry of Social Welfare and Labor.

2. Pension Insurance (Old Age, Disability and Survivor)
The pension insurance in the social insurance scheme is the largest of the
Social Insurance schemes. However, only 39% of employed persons currently
contribute to the pension scheme. The gap between contributions and pension
expenditures was 3.7% of GDP in 2003.
Over 70% of pensioners receive the minimum pension, which, by law,
must be equal to 75% of the minimum wage. As a result, following increases
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in the minimum wage in the last couple of years, the minimum pension has
increased. Despite the low level of the minimum pension in absolute terms, a
recent report suggests that increases should be “affordable” in the sense that
they should not lead to an increase in the pension deficit.14 Additionally,
although contributions have increased little, pension increases have not always
been directly related to inflation. The Law of Pensions and Benefits provided
by the Social Insurance Fund regulates the revision of increase of pensions-inprogress. The law specified that the index for revising the rate of a pension in
relation to changes in the cost of living is to be determined by the Government
on the basis of the proposal forwarded by the Social Insurance National Council.
However, pension increases are often determined by the parliament on an ad
hoc basis. The ambiguous law article on the rate revision gives an opportunity
to set any rate the Government pleases, especially during election and preelection periods.
Table 4.4. Average Monthly Pensions
Type of
Pension

Average Rate
(Tug/month)

Old Age
Disability
Survivor

36,000
30,000
28,500

Source: Authors.

In 1999, the Law of Individual Pension Insurance Contribution Accounts
was enacted in Mongolia to change the basic mandatory pension system by
replacing the existing benefit structure with defined contribution accounts.
The defined contribution accounts are financed on a pay-as-you-go (PAYGO)
basis. This notional defined contribution system applies solely to persons born
after 1960. Those born before that remain in the existing system, which is the
mandatory benefit arrangement. The annual pension fund deficit would have
significantly escalated if the new system had not been pursued. The Government
projection indicates that the deficit could reach 8% of GDP in the longer term.15
3. Short- Term Benefits (Sickness, Maternity and Funeral)
Short-term benefits include sickness and maternity benefits and funeral costs.
The amount of sickness benefit depends on the duration of the employment/
14
15

Patrick Wiese, Michael Cohen. 2003.
Social Security Sector Strategy Paper. 2003.
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contribution and the last three month’s earnings of the employee. Pregnancy
and maternity benefit is provided for four months in an amount of 70% of the
average of last 12 months contribution.
The Social Security Sector Strategy Paper noted that the maternity
benefits paid under the social insurance scheme are lower than the maternity
benefit provided through the social assistance scheme. It is further emphasized
that it is inappropriate that those contributing to the social insurance receive
less than those not contributing. The fund expenditure and number of
beneficiaries from this scheme is shown in Table 4.3 above.
4. Employment Injury and Occupational Disease Insurance
Disability pension under this program depends on the degree of incapacity of
insured. The maximum pension is more than 75% of the minimum wage set
by the Government. The survivor pension varies from 50-100% of the earnings
of deceased taking into account the number of incapacitated person in survivor
family.
Sickness benefits under this program are 100% of the wage for a maximum
of 180 days over any one year period. Those more than 30% incapacitated
receive a discount for domestic prosthetic and orthopaedic appliances—100%
first time and 50% second time. Also, one off treatment costs at a sanatorium
is covered under the scheme. The fund expenditure and number of
beneficiaries from this scheme is shown in Table 4.3.
5. Unemployment Insurance
Unemployment insurance is provided on the basis of the number of years of
employment and last three months average earnings. The minimum
unemployment benefit is not less than 75% of the minimum wage. Additionally,
skills training, and retraining cost is covered for those receiving unemployment
benefit from the unemployment insurance fund.
The current unemployment insurance scheme falls short of international
standards16 as (i) many fail to receive the benefit as the eligibility criteria is
too strict (at least two years of employment is mandatory); (ii) benefits for
less than five years employment/coverage is below the ILO minimum standard
of 50%; (iii) the benefits are provided for only 76 days (minimum six months
set in the ILO convention). 17 The fund expenditure and number of
beneficiaries from this scheme is shown in Table 4.3.
16
17

Social Security Sector Strategy Paper. November 2003. Ulaanbaatar.
International Labor Office, Convention C168. 1988. Employment Promotion and Protection
Against Unemployment.
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6. Health Insurance
Health insurance is compulsory for all citizens of Mongolia. Formal employees
contribute 6% from their wage after pension contribution, of which not less
than half is paid by the employers. Informal sector employees (unemployed
and self-employed) have to participate in the voluntary contribution scheme
by contributing Tug500 every month (Tug6,000 a year). This is approximately
1.25% of the minimum wage. Dagvadorj Chilkhaajav18 has noted that the big
discrepancy in the contribution rate could damage the insurance principle.
Table 4.5. Unemployment Benefits
Years of Contribution
> 5 years
5-10 years
10-15 years
15 < years

Benefit (% of Wage)
45%
50%
60%
70%

Source: Authors.

The state covers health insurance for the following groups of people:
(i) Children up to 16 years old (up to 18 years old, if in secondary school);
(ii) Elderly with only pension income;
(iii) Mothers on maternity leave (up to two years and up to three years
for twin babies);
(iv) Disabled with first and second degree incapacity;
(v) Those in army service; and
(vi) Those receiving social assistance pension as stipulated in the Social
Welfare Law.
The subsidy for the insurance of above groups paid from the state budget
is relatively low. As of 2003, Tug200-250 is allocated per person. However, the
medical cost of the groups mentioned above is fully covered by the Health
Insurance Fund. Previously, health insurance made up over 40% of health
spending, although this has been declining steadily and accounted for 28.5%
of overall health spending in 2002.
Premiums cover 90% of medical examination, with 10% of the cost paid
by the insured (out of pocket). In case of treatment at private hospitals,
premiums cover up to 90% of the expenses. Table 4.6 provides key data about
the health insurance scheme. Discussions with officials indicated that the main
18

Dagvadorj Chilhaajav. 2004. Social Security: Theory and Methodology, Practices and
Comparison. Ulaanbaatar.
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groups not covered by health insurance are herders, the unemployed, and private
sector employees; although data suggests, many of these are covered.
There are no significant microinsurance schemes in Mongolia. An
attempt has been made to introduce private voluntary health insurance by
some insurance companies; however, total coverage of the schemes is
negligible. For instance, Erel Insurance Company sold only 493 health
insurance policies in 2003.

D. Social Assistance Programs
1. General
The aim of the social welfare system in Mongolia is to secure the livelihoods
of vulnerable groups. As defined in the Social Welfare Law, vulnerable groups
include:
(i) single elderly not able to maintain themselves and with no relatives
to provide care,
(ii) disabled persons,
(iii) orphaned children,
(iv) very poor families, and
(v) large families.
The Social Welfare Law of Mongolia was enacted in 1995 and several
amendments have been made since then. According to the Law, social welfare
or social assistance system are classified in three components: social welfare
pension and allowance, social welfare discounts/concessions, and social welfare
and nursing service.
Table 4.6. Health Insurance Coverage, Income, and Expenditure, 1997-2003
Number of Participants
Coverage
Year

1997
1998
1999
2000
2001
2002
2003

Amount Collected From

Covered by
Government

(% of
Population)

(000')

(000')

2,160.8
2,217.4
1.977.8
2,030.2
2,049.7
1,963.2
1,922.4

93.6
94.8
83.3
84.3
83.9
79.3
76.8

1,543.7
1,614.0
1,336.3
1,290.1
1,343.1
1,325.2
1,263.4

(% of
Population)
66.9
69.0
56.3
53.6
55.0
53.5
50.5

Contri- Budget
butions

(%
(Tug
of
million)
Insured)
71.4
72.8
67.6
63.5
65.5
67.5
65.7

7,505.3
8,063.5
9,590.0
13,300.4
15,068.6
17,359.8
17,727.5

(Tug
million)

3,894.2
6,063.8
4,857.2
4,856.6
4,856.6
4,856.6
4,856.6

Amount

Total

Paid
Out

(Tug
million)

(Tug
million)

11,399.5
14,127.3
14,447.2
18,157.0
19,925.2
22,216.4
22,584.1

9,696.4
13,117.3
12,102.8
12,024.4
13,057.6
16,887.6
18,658.8

Source: MSWL 2003.
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The Social Welfare Office, the implementing agency under the MSWL,
operates social assistance programs to provide support to the defined vulnerable
groups. Table 4.7 summarizes the main allowances as well as the current
minimum wage and living standard levels.
Expenditure and beneficiaries of these schemes in 2003 are summarized
in Figure 4.1. Additional information is given in the following paragraphs. The
largest of these programs, in terms of the number of beneficiaries is the social
assistance program. In 2003, social welfare allowances were given to 152,000
people with a total expenditure exceeded Tug10 million.
Table 4.7. Size of Social Welfare Pension and Allowances and Minimum Standards
2004(Tug)

Item
Social Welfare Pension
Social Welfare Allowances
Allowances for Pregnancy and Delivery
Child Care
Child Support for Large Families, Per Child
Infant Care
Allowance for Twins, Per Child
Allowance for Adoption

14,400
99,000
12,420
6,000
24,750
20,000
198,000

Allowance for War Veterans and Awardees
Allowance for War Veterans and Spouses
Allowance for Partisans and Award
Allowance for National Award

99,000
24,750
99,000

Minimum Standards
Minimum Wage Level
Minimum Level of Living Standard

40,000
25,400

Source: Authors.

2. Social Welfare Pensions
The social welfare pension scheme supports vulnerable people who are not
entitled to receive pensions from the social insurance system. The following
categories of people are eligible for this support.
(i) Very poor men aged 60 years old or more, and women of 55 years
or more who are unable to maintain themselves, with no children
or relatives to support them; who are legal dependents of the elderly
or disabled; or those certified as being unable to support them;19
(ii) Disabled people who are 70% incapacitated;

19

The Social Welfare Law defines “very poor” as a person with an income below 40% of the
minimum living standard and thereby, their consumption is limited by this income.
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Figure 4.1. Social Assistance Program Beneficiaries and Expenditures, 2003
-
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Source: State Social Welfare Office Annual Report 2003.

(iii) People who are disabled from birth who reached age of 16 or are
disabled before reaching age of 16 (who are 50% incapacitated);
(iv) Widowed dependents who are incapacitated;
(v) Fully visually impaired, vocally or hearing impaired, and vertically
challenged persons;
(vi) People who are disabled/incapacitated in the act of rescuing
someone, fighting extremely dangerous epidemic disease or natural
disaster or from working in an emergency;
(vii) Incapacitated family members of a person who died rescuing
someone, fighting extremely dangerous epidemic disease or natural
disaster or from working in an emergency; and
(viii) Very poor single parents (mothers aged 45+ and fathers 50+) with
four or more children.
The amount of the pension is revised regularly to take into account
inflation, minimum wages, and living standard levels.
As shown in Figure 4.2, the number of recipients and the total amount
spent on social pensions has increased rapidly since 1997. By 2003, there were
39,750 recipients receiving about Tug6.0 million. Figure 4.3 shows the
distribution of beneficiaries by category.
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Figure 4.2. Social Welfare Pension
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Source: State Social Welfare Office Annual Report 2003.

Figure 4.3. Types of Beneficiaries of Pension
Almost half of the beneficiaries
of this program are disabled
people, who where either
born disabled or were
disabled before reaching
16 years of age.
Disabled from birth
(50% incapacitated)

Incapacitated dependents
whose breadwinners died
19%
Fully visually, hearing, and
vocally impaired, and
vertically challenged
4%
Very poor elderly
8%

Disabled
(70% incapacitated)
19%
Source: State Social Welfare Office Annual Report 2003.
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3. Social Welfare Allowances
The Law specifies six other types of social welfare allowances:
regnancy or Delivery
(i) Allowances for P
Pregnancy
Delivery.. Mothers with no entitlement
to allowances for pregnancy and delivery from social insurance
scheme are eligible for an allowance
from the social welfare fund;
(ii) Child Care Allowance. A monthly childcare allowance of Tug12,420
is paid to mothers (or fathers or carers) who are looking after infants
of ten months;
amilies. An annual allowance of Tug6,000
(iii) Allowances for Large F
Families.
per child are provided to families with four or more children
provided all the children are under the age of 16;
(iv) Infant care. Mothers or carers from very poor families are eligible
for a one-time allowance for infant care. This allowance is available
during the first three months after delivery;
(v) Allowances for Multiple Births. Mothers or carers for children born
as twins, triplets, or more are for eligible for a one-time allowance;
and
earing of Orphans. A quarterly
(vi) Allowances for the Adoption and R
Rearing
allowance of Tug24,750 per child is payable to mothers or carers of
adopted children, until the child reaches 16 years.
4. Social Welfare Discounts/Concessions for the Elderly and Disabled
Concessions for the elderly and disabled are fairly extensive. The Law on
Services and Concessions for Elderly specifies various concessions for the
elderly. Various discounts such as treatment in a sanatorium, rent, fuel wood
and coal, public transport etc, are provided to very poor elderly, war veterans,
and high level state-award retirees.
Also, a number of concessions and discounts are available to disabled
people. These include discounts for rent, fuel wood and coal, hearing
appliances, some transport costs, wheelchairs etc. The number of beneficiaries
in this category has increased markedly over the last three years.
5. Residential Care
This program is intended to cover people who are physically incapable of caring
for themselves or who are very poor. The following vulnerable groups are eligible
for admission to a nursing home service.
(i) Single elderly and disabled people unable to maintain themselves
who have no immediate family to look after them or if their
immediate family are certified as being incapable of supporting them;
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(ii) Orphans without any legal guardian or carer;
(iii) Triplets or larger numbers of simultaneously born children whose
parents agree that they be raised in state care; and
(iv) Disabled children with birth abnormalities who are under the age
16 and who need permanent care.
The state nursing home service provides permanent and full care service.
The care provided includes accommodation, meals, clothing, medical, and
cultural services for elderly, disabled, children in difficult circumstances, and
triplets/simultaneously born children. In addition, disabled children receive
general and professional education.
There are 10 nursing homes in Mongolia. Nine of these are operated by
the local aimag administrations and one by the national government. In 2003,
Tug306.7 million was spent on approximately 33,000 beneficiaries as part of
this scheme (See Figure 4.3).
6. Disaster Relief Assistance
Since 2002, Mongolia has been implementing the 2nd phase of the National
Disaster Mitigation/Relief Programme. Also, the Drought and Zud20 Mitigation/
Relief Programme are underway. These disaster relief programs crosscut
different sectors and stakeholder groups and involve awareness building about
disaster mitigation, relief, prevention, and management issues.
The General Disaster Management Department of Mongolia provides
direct assistance to disaster-affected families and individuals. The annual cost
of the assistance is varied from year to year. The expenses are financed from
State Reserve Fund. In 2003, 148 sums (administrative unit in rural area)
were affected by zud (the major natural disaster in Mongolia) that continued
over six months. As a direct result of zud, 407,600 people and 9.1million
livestock were severely affected. The Government provided 11,700 tons of
hay and 2,700 tons of fodder at discounted prices; Tug106.7 million for food
assistance; 990 tons of wheat flour; 12 ambulance cars to local hospitals and
Tug6.3 million for drugs and other commodities. The most up-to-date costing
estimate for these mitigation expenses is Tug871.1 million.
Aside from the zud disaster, the department assists those affected by
flood, SARS, dust and snowstorms, and forest/steppe fire. It spent Tug104.7
million for approximately 180 families affected by these epidemics/natural
disasters in 2003.
20

Zud is a natural disaster caused by heavy snowfall and extremely cold temperature that
result in mass loss of livestock. This is very general definition of the disaster. There are
various types of zud that might not simply fall into the general definition.
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7. Externally Funded Projects
There are not many projects that can be construed as social assistance, apart
from those that provide emergency relief or are targeted at children. Although
NGOs are active in the fields of women, children, and HIV/AIDS, their scope
of the work is minor compared to government programs.
With technical assistance from ADB, MSWL has been implementing a
project to expand employment opportunities to disabled people from the year
2002. It is reported that 883 disabled people were assisted to find job and 335
disabled received skills training (36 specialties) at the end of 2003 (PIU,
MSWL). The project spent $0.6million for employment service, skills training,
and improving infrastructure for employment of the disabled.

E. Micro-/Area Based Schemes
1. Microcredit
The Income Generating Fund (IGF) was introduced in March 1998 under
the National Poverty Alleviation Programme. The loans provided through Local
Development Fund (LDF), Income Generation Fund (IGF) and Women’s
Development Fund (WDF) have allowed vulnerable group organizations
(VGOs) and households to set up income-generating small businesses and
enable herding households to restock their herds. Of the 11,404 incomegenerating schemes implemented under the program, 9,200 were for small
businesses. These were implemented by mixed and women-only VGOs, poor
households, female-headed households with many dependent children and
NGO-facilitated schemes for women. The total cost of amounted to Tug1,514
millions. Details are given in Table 4.8.
2. Sustainable Livelihoods Projects
Four-year Sustainable Livelihoods Projects funded by the WB have been
implemented since 2002 in Mongolia in order to reduce poverty among poor
and extremely poor households, and to prevent low income households from
falling into poverty by extending economic and social services to them that
promote human development factors and build their capacity to achieve secure
livelihoods. The project has four main components: microfinance development
fund, pastoral risk management loans under the National Household Livelihood
Support Program (NHLCSP), project management, and policy support.
The purpose of the Microfinance Development Fund (MDF) is to expand
the provision of financially and institutionally sustainable microfinance services
to the poor and middle vulnerable in rural areas through commercial banks
and nonbank financial institutions (NBFIs). MDF, as a wholesale lending
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Table 4.8. Income-Generating Schemes

Name of
Fund
LDF (IDA)
IGF (IDA, SIDA)
WDF (UNDP,
SIDA)
WDF (SIDA)

WDF (UK,
SCF,NZ)
R.Fund (LDF,
IGF,WDF)

Type of Scheme
Micro loans to VGO for
income generation (IG)
Micro loans to groups/
households for IG
Micro loans to women’s
groups and households
NGO facilitated micro
loans to women’s groups
and households
Female headed
household projects
Micro loans to groups/
households for IG

Sub-total (small business schemes)
IGF (UK, SCF)
Micro loans to households
for herd restocking
IGF (IDA)
Micro loans to households
for herd restocking
(emergency relief for
IGF
Micro loans to households
IGF (Jap.NGO)
for herd restocking
(emergency relief for
1999-2000 zud victims)
Sub-total (herd restocking)
Grand Total

No.
Project
of
Cost
Schemes (Tug million)

No. of
Total
jobs

Created
For
Women

784

460.9

6,237

2.958

4.569

1,586.2

19,130

9.883

1.845

801.2

8,873

427

434

198.9

2,089

2.089

198

46.6

467

467

1.370

351.5

5,069

2.768

9.200
473

3,445.4
119.0

1.728

1,394.3

4,119

2.008

3

1.6

7

3

2,204
11,404

1,514.9
4,960.3

5,076
46,941

2,411
29,003

41,865
25.592
950 (est.) 400 (est.)

Source: Government of Mongolia (2001) National Poverty Alleviation Programme: Final Summary
Report (1994-2000), page: 25.

facility to accredited microfinancial institutions, extends loans to poor and
vulnerable households and individuals, and aims to expand and diversify
livelihoods sources and rural incomes. Project implementation areas are
Bayan-Ulgii, Bayankhongor, Dornod, Dundgovi, Uvurhangai, Umnugovi, Tuv,
Uvs aimags, and the Bayangol district of Ulaanbaatar. Loans worth $3.5 millions
in total have been lent to participating financial institutions (PFI) selected as
subsidiary borrowers at a low rate of interest. A total of 75% of all loans are
provided to remote sums and households and individuals in selected areas. A
total of 40% are provided to poor and vulnerable households and individuals
with low income or small enterprises in order to increase their income and
support activities.
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3. Emergency Relief in 2003
In response to the request of the Governor’s office of Dundgovi aimag, Save
the Children, UK implemented projects with the funding of Tug31 million in
Erdenedalai and Adaatsag, which seems to decrease winter disaster impact
and to support poor families affected by disaster. The total number of
population in these sums is 10,196.

F. Child Protection Programs
1. Child Rights and Advocacy/Awareness Programs
Children’s health, protection, and development have been emphasized as part
of a specific law on Child Protection and in numerous other policies and
programs. The country joined the Convention for the Rights of the Child in
1992 and began implementing the National Program on Child Development
and Protection in the 1990s.
Many governmental and nongovernmental organizations working with
children have implemented projects and programs on child rights, advocacy,
and awareness for vulnerable groups of children and their family members as
well as for relevant state officials, teachers and trainers. The biggest projects
have been funded by UNICEF, World Vision, and International Programme
on the Elimination of Child Labor:
(i) UNICEF: The Child Protection Programme, as a component of
National Programs for Children started in 2002. It addresses the
development needs of children and families at risk through an
integrated and rights-based approach. It includes four projects:
Improving Monitoring and Coordination; Building Responsive
Systems for Children in Need of Protection; Support to Juvenile
Justice Reform; and Psycho-social support to children affected by
zud and other emergencies. By 19 December 2003, the total
expenditure of the program was estimated at $81,700;
(ii) World Vision: The project “Child Rights and Advocacy” advocates
to the Mongolian Government and appropriate ministries, such as
the Ministry of Social Welfare and Labor and the National
Committee for Children, to carry out the statuses of the
Convention on the Rights of Children in Mongolia, especially those
designated as being vulnerable, at risk, traumatized, and/or
mentally, physically challenged. The total expenditure of the
project between 1 October 2002 and 30 September 2003 was
$118,692; and
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(iii) The International Programme on the Elimination of Child Labor
(IPEC) approved a budget of $256,125 for capacity-building and
advocacy under the National Programme For the Prevention and
Elimination of Child Labor. The main features of this program are
summarized in Table 4.9.
2. Children with Special Needs
a. Children W
ith Disabilities
With
Because of insufficient sustainable policies and support from the government
and the inclination of many families to hide disabled children from others,
37% of disabled children are outside the education system. Moreover, schools,
public transportation, theatres, cinemas, and many other service organizations
have not developed facilities for people with special needs.
The Ministry of Health and Social Welfare has a policy to provide disabled
children with medicine at a discounted price. However, implementation is
unsatisfactory as many parents are not aware of the policy and many others
cannot afford the medicine even with the discounted cost. Legally, the cost of
artificial limbs and orthopaedic equipment should be compensated and
wheelchairs are supposed to be provided to the needy free of charge. However,
the state is not able to meet demands and the priority is given to those who
are from poor families. In 2003 and 2004, the Mongolian Government projected
Tug20 million for activities and measures to encourage parents and caregivers
of disabled children to learn a lay-based methodology of treatment and
rehabilitation.
Since 1997, Save the Children has invested GBP 770.000 or Tug1.194
billion for the program—”Inclusive Education,” which is aimed to support
national policy development, provide special devices for disabled children,
train teachers, and include mildly disabled children in regular schools.
World Vision has started the “Integrated Education for Disabled Children
Project” in the Bayankhoshuu district to increase the capabilities of disabled
children by involving them in the Uulen Mother training program for the
purpose of retraining them into nonformal or primary school education
programs. In collaboration with the National Rehabilitation Centre for disabled
people, five disabled children each month have stayed at the Rehabilitation
Hospital and received medical treatment. The disabled children in this project
received books and shoes. Parents had meetings and training on the proper
care and development of their children. Between 30 October 2002 and 30
September 2003, World Vision spent $4,874.158 for projects on child
sponsorship, relief and rehabilitation, and gift in kind. The annual expenditure
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Table 4.9. ILO/IPEC Mongolia Action Program Information—Child Rights
Implementing
Agency

Program Name

SESNUM

Training on design,
management, and evaluation
of IPEC action programs for
the staff of governmental
and NGO-, employers’ and
workers’ representatives

MoSWL

Approved
Budget
($)

Starting Duration Completion
Date
(month)
Date

6,914

12.2002

10

09.2003

Capacity-building of the
Government officials in the
implementation of the child
labor prevention and
implementation policies

36,249

08.2003

17

12.2004

MONEF

Increasing the role and
involvement of employers in
the combat against child labor

28,588

05.2003

20

12.2004

NDC

Increasing the capacity of the
Government child protection
and welfare officials in
addressing child labor problems
and the rehabilitation of
working children

52,330

10.2003

16

01.2005

CMTU

Strengthening the role and
capacity of Trade Unions in
the combat against the worst
forms of child labor

31,699

11.2003

16

02.2005

MonRadio

Participation of Mongolian
National Radio in improvement of the public understanding on child labor and
on the need to address the
problem

5,071

07.2003

12

07.2004

Police

Increasing the capacity of the
juvenile police officers in the
combat against the worst
forms of child labor

13,073

07.2003

14

08.2004

NFDEC

Improving the quality and
delivery of NFE training for
the prevention of child labor

82,201

Total

256,125

Source: Authors.
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of numerous other NGO projects targeted for children with special needs was
different and fluctuated between $4,000-20,000.
b. Street Children
Danish-Mongolian Social Training Centre (DaMoST) implemented a project
“Vulnerable Groups, Street Children in Mongolia” from 1999 to 2003 with a
total investment of Dkr4.3 millions after the completion of a two-year pilot
project, “Street Children in Mongolia”. During the project period the center
conducted 41 short-term courses for 1,400 people and 2-year training courses
for employees of public social institutions from six aimags and Baganuur district
of Ulaanbaatar. These employees dealt with 320 members from 33 families in
their aimags and district. In this way, the projects have contributed to the
elimination of school dropouts among targeted children through the provision
of formal and nonformal education and promoting improvements in the family
environment. In addition, the center conducted various training courses for
street children and their family members for the purpose of assisting them in
re-socializing the children and providing them with better conditions of life.
Between 2001 and 2002, approximately 1,300 children and parents were
involved in 86 forms of training. Since 1997, the “Family” project has targeted
286 people from 45 families in five compounds of the Bayangol district of
Ulaanbaatar. A tripartite contract was made between the district governor,
the DaMoST and the family. The project is directed towards preventive social
work, namely preventing more children being marginalized from the family
and school network. In 2001-2002, 10 additional families were included in the
project. In conjunction with the grass root organizations activities, including
those aimed at children’s development, issues were implemented. At the end
of the project, 11 children out of 19 had been enrolled in formal and nonformal
education and some were trained in work-oriented courses. In addition, 15
pre-school age children had been enrolled in kindergartens. The center
publishes a newsletter, “Lets Talk,” quarterly in 1,000 copies in order to provide
knowledge and experiences in social work and parenting and to disseminate
information on activities of the National Committee for Children, the
DaMOST, and other children’s organizations. DANIDA has decided to continue
projects for another two years from March 2003 to September 2005.
The Mongolian National Centre for Child Rights has a “Vocational
Training Centre,” which enrols children from low-income families. The centre
aims at empowering children and encouraging them to participate in public
activities, provides vocational training, emotional support, and free lunch. A
total of 30 children from very poor families have been enrolled in vocational
training courses. In 2004, the center has spent in total of Tug12 million invested
by a Japanese NGO.

060150 SPI Pub-1-Mongolia 4.pmd

199

30/06/2006, 3:29 PM

200

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

In 1997, Save the Children, UK, launched a program for street children
with the goal of improving the quality of protection and care services for
children residing in or out of care centers. A model for services was also
introduced, which governmental and nongovernmental organizations in the
sector can follow. In conjunction with other donors, Save the Children, UK,
established 10 care centers for street children in Ulaanbaatar, Dornod, DarkhanUul, Selenge and Tuv aimags, and two day-service centers in Ulaanbaatar and
Dornod aimag between 1996 and 2000. Approximately 300 children have been
served in these centers annually. From 2002 to 2003, GBP131.826 was invested
in this program.
c. Imprisoned Children
Mongolia has 27 prisons, including one for boys and one for women. Underaged girls serve their sentences in rooms separate from adults in women’s
prison. There are over 100 child prisoners and 60-80% of them have been
sentenced for robbery. The prison for boys is situated in Ulaanbaatar and thus,
NGOs have better access to provide support. The Kristina Nobel Foundation
and Mongolian Child Rights Center work closely with under-aged prisoners.
World Vision has implemented the “Open Zone” project at the children’s
prison. The majority of imprisoned children are orphans or runaways from
their families.
3. Elimination of Child Labor
In addition to projects and programs implemented by the Save the Children
and World Vision, the International Programme on the Elimination of Child
Labor (IPEC) has been implementing the National Programme For the
Prevention and Elimination of Child Labor in Mongolia since November 1999.
Some 2,700 child workers below the age of 18 in occupations such as coal and
gold mining, scavenging, and prostitution, have been targeted. The objective
is to provide them with a healthy childhood, formal and nonformal education,
assistance to start up income-generating activities, and access to public funded
skills training and income-generating opportunities. Table 4.10 provides a
summary of the main features of this program.
4. Youth Programs
In June 2004, the Mongolian Red Cross (MRC) started a three-year project
with a $45,000 annual budget to improve study environment for adolescents,
to advance their and their parents’ health education, and to develop friendship
between children from different countries. In total, four schools from Hovsgol
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Table 4.10. ILO/IPEC Mongolia Action Program Information – Child Labor
Implementing
Agency

Subprogram Name

Approved
Budget ($)

Starting
Date

Duration
(months)

MRC

Removing children from scavenging
and preventing children at risk of
hazardous work

31,148

02.2003

24

WCUB

Providing education alternatives and
rehabilitation to working children and
children at risk

31,647

04.2003

23

MYDC

Removal, rehabilitation, and
prevention of young girls from sexual
exploitation

66,201

03.2003

23

MCRC

Preventing child labor by improving
and facilitating access to nonformal
education for children who have
dropped out of school in Ulaanbaatar

33,695

09.2003

16

GOOHA

Providing educational and training
opportunities for school dropouts
from herding families

38,408

04.2003

10

GOOUA

Preventing child labor by enhancing
educational opportunities for the
school dropouts

36,100

10.2003

11

MVA

Awareness raising within the local
community and removal of children
from hazardous work in gold
extraction and processing

39,350

09.2003

17

Equal
Step
Centre

Rehabilitation and socialization of
working children at marketplaces and
improving awareness of marketplace
public on the problem of child labor
Total

33,348

10.2003

16.5

309,897

Source: Authors.

aimag, and two schools from Bayanzurkh district in Ulaanbaatar were selected
for this project as many of the children are from poor families and vulnerable
groups. The intention is that beneficiaries of the project will disseminate the
lessons learnt to children from neighbouring schools.
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V. Synthesis of Results
This chapter synthesizes the information obtained from the review of
Mongolia’s SP activities contained in Chapter 4. The information, thus,
obtained is used to derive indicators required to formulate an SPI. The
proposed methodology concentrates on the following items:
(i)
(ii)

annual expenditures on SP;
the coverage of SP programs and activities, i.e. the number of
beneficiaries; and
(iii) the distributional impact of SP activities.

For details concerning the methodology, see the section Social Protection
Index and Multicountry Analysis of this book.

A. Social Protection Expenditure
Ideally, the total expenditure on the activities that involve one or more of the
SP components should be available from the government budget and other
“top-level” information. In Mongolia’s case, it was, however, necessary to obtain
all information from discussions with agency representatives and miscellaneous
reports as there is no centralized source of data on SP.
Table 5.1 contains a summary of annual expenditures by SP component
while Table 5.2 presents the data for SP subcomponents and programs. The
data includes programs financed by the funding agencies and NGOs as well as
the government. In practice, the great majority of international funds are
channelled through the central government, which implements most of the
SP programs in Mongolia.
According to Table 5.1, the total expenditure on SP activities in Mongolia
for 2003 was around about Tug142.5 billion ($121 million), which is equivalent
to around 10.5% of GDP and Tug56,900 per capita, approximately 12% of the
current minimum wage. The social insurance programs accounted for just under
three quarters of this expenditure and social assistance expenditure accounted
for just under 15% of the total. Expenditure on the remaining three components
of SP (labor market, area-wide, and child protection programs) amounted to
barely 10% of the total.

B. Coverage of Social Protection Programs
The second proposed component of the SPI is the coverage of SP programs.
The available data and information on the number of beneficiaries of the SP
programs listed in Table 5.2 are presented in Table 5.3. It was not possible to
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Table 5.1. Summary of Annual Social Protection Expenditure and Indicators
Expenditure
(Tug million)

SP
Labor Market
Social
Social
Micro-/Area-wide
Child
Total
Indicators of Social Protection
As % of GDP
SP Expenditure Per Capita (Tug)

3,495.0
106,226.3
20,499.5
4,254.7
8,003.0
142,478.5

(%)
2.5
74.6
14.4
3.0
5.6
100

10.5
56,990.0

Source: Aggregated data obtained from various sources (reports and discussions).

access data for some of the smaller programs. However, information is available
or can be estimated, for all the larger programs. It is not always possible to
quantify the number of beneficiaries for those programs that deal primarily
with capacity building, awareness raising, and institutional/legislative reform.
Table 5.4 provides the basis for deriving the coverage component of the
SPI. It establishes the pairings of SP programs and key target groups for SP
activities, i.e. those that should be included as part of the SPI. This approach
is considered to represent the most logical method for deriving a coverage
indicator for SP. This method is preferred for three main reasons:
(i) It overcomes the problem of different countries having different
types of program targeted at identical groups, e.g. pensions and
social assistance both targeted towards the elderly, health insurance
and health subsidies both targeted to the sick.
(ii) The coverage rates derived for each target group will be more easily
understood by policymakers in both the national and international
context, if they provide an indication of the demand for SP, e.g.
the number of poor households in a country receiving assistance,
the number of disabled people who are/are not receiving assistance.
(iii) The issue of double counting, which would have arisen if the
beneficiaries of all programs had been added up and expressed as
a percentage of the overall population,21 is largely avoided.

21

Other reasons for discarding this approach, are: (i) the indicator would be dominated by the
largest programs (programs targeted at smaller groups, such as children and the disabled,
would have minimal impact); and (ii) the resultant indicator would be difficult to interpret.
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Table 5.2. Annual Expenditure on Social Protection by Subcomponent
SP Component/
Program

Funding

Labor Market
Public Work Program
Employment Service
Microloan Govt./EO
Support to Employers
Skills Development and Training
Support to Employability
of Disabled
Subtotal
Social Insurance
Pension Fund
Benefit Fund
Occupational Injury and Diseases
Unemployment Insurance
Health Insurance
Subtotal
Social Assistance
Social Welfare Pension
Social Welfare Assistance
Social Welfare Services
for Elderly
Social Welfare Services Disabled
Social Welfare Services
for War Veterans
Social Welfare Nursing Service
Disaster Relief Assistance
Subtotal
Micro-/Area-wide Programs
Disaster protection and
Emergency Relief
MDF
Ger Initiative
Subtotal
Child Protection
Children Rights and Advocacy
Assistance with Education
Street Children
Assistance to Disabled Children
Youth Project
Protection/Prevention of
Child Labor
Subtotal
Grand Total

Govt./EO
Govt./EO
2003
Govt./EO
Govt./EO
Govt./MSW/ADB

Year

2003
2003
1,337.1
2003
2003
2003

Expenditure Comment
(million)
496.8
143.8
169.8
575.1
772.6
3,495.2

Govt.
Govt.
Govt.
Govt.
Govt.

SSIGO
SSIGO
SSIGO
SSIGO
SSIGO

2003
2003
2003
2003
2003

79,176.0
4,089.1
3,170.2
1,132.2
18,658.8
106,226.3

Govt. SSWO
Govt. SSWO
Govt. SSWO

2003
2003
2003

5,739.2
10.054.1
2,400.0

Govt. SSWO
Govt. SSWO

2003
2003

985.2
38.0

Govt. SSWO
Govt./GDMD

2003
2003

306.7
976.4
20,449.5

Govt./WB

2003/04

31.0

Govt./WB
IDA/MAA

2002/03
2003/04

3,500.0
723.7
4,254.7

Foreign
Foreign/NGO
Foreign
Government
Red Cross
Foreign

2003
2003
2003
2003/04
2003/04
2003/04

312.0
7,172.0
204.3
190.6
7.0
114.4

Indicative
estimate
only

8,000.3
142,476.0

Source: Chapter 4.
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Table 5.4 shows the relationship between the categories of SP programs,
the corresponding target groups, and the reference population. It also defines
the “reference” populations that will be used to derive the coverage indicators.
Table 5.4 presents two definitions of the reference population: the “narrow”
definition of the reference population attempts to approximate the target
population, while the “wide” definition includes the total population who
could receive benefits from each category of program.
It should also be noted that there will sometimes be overlaps between
both programs and target groups. Social insurance schemes usually provide
both health and pension benefits. On the other hand, poor children will be
targeted by both education subsidy programs (directly) and microcredit
programs (indirectly). With the approach being proposed, beneficiaries of a
particular program can be allocated to more than one target group; conversely,
overlaps between different programs for the same target group need to be
excluded.
The next step is to relate the information on SP programs contained in
Table 5.3 to the target groups shown in Table 5.4. The results of this step are
presented in Table 5.5. Where beneficiary information was not available, the
authors either used estimates based on discussions with the relevant officials
or, especially where no published data existed, derived their own estimates.
Coverage rates were then calculated for both the narrowly and widely
defined reference populations. In interpreting the information presented in
Table 5.5, it should be noted that beneficiaries from some programs could
appear in more than one category or target group. It should also be pointed
out that in estimating the total number of beneficiaries within each target
group some overlaps are bound to occur. However, given the nature of the
programs for each target group, it is considered that these overlaps are not
significant and will have negligible impact on the calculated coverage rates.
Using the narrow definition of the reference population, which more
closely approximates the target group, Table 5.5 shows that SP coverage rates
vary widely, specifically:
(i) Very high coverage rates for the elderly, health insurance and the
disabled. Essentially the great majority of these target groups
receive some degree of SP. This reflects the comprehensive SP
systems developed from the 1950s to 1980s
(ii) Coverage of labor market programs is also substantial, although
not all beneficiaries will be unemployed or underemployed;
(iii) Coverage of the poor is significant although a substantial number
of these beneficiaries will not be poor—especially those receiving
maternity benefits or early retirement pensions; and
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978
1,351
20,879
1,899
70,696

Micro Loan
Support to Employers
Skills Development and Training
Support to Employability of Disabled
Subtotal
Social Insurance
Pension Fund
Benefit Fund
Occupational Injury and Diseases
Unemployment Insurance
Health Insurance
Subtotal
Social Assistance
Social Welfare Pension and Assistance

30/06/2006, 3:29 PM

Sources: Various, see Chapter 4.

Social Welfare Services for Elderly and
Disabled
Social Welfare Services for War Veterans
Social Welfare Nursing Service
Disaster Relief Assistance
Subtotal
Micro-/Area-wide Programs
Disaster protection and Emergency Relief
MDF
Ger Initiative
Subtotal
Child Protection
Assistance with Education
Street Children
Assistance to Disabled Children
Youth Project
Protection/Prevention of Child Labor
Subtotal

32,000

1,646
300
421
8,000
2,700
13,067

33,270
408,500
760,890
100,000
125,000
664
225,664

550

126,420

192,150

268,500
72,500
7,600
8,600
865,000
1,222,200

13,589

Employment Service

Beneficiaries

Labor Market
Public Work Program

SP Componet/Program

142,300
58,200

Un/Underemployment
Un/Underemployment
Un/Underemployment
Unemployment

Population of 2 sums

Very Poor
Herders mainly

War veterans

61,070
470
34,000
16,000
68,580

10,196
294,000

1,094,553

2,504,000

Total population
Poor elderly and disabled,
other vulnerable groups
Poor elderly and disabled

926,500

Wage employees

115,00

142,300

Un/Underemployment

People

Unemployment

Target Population Description

Table 5.3. Beneficiaries and Target Populations of Major SP Programs, 2003

NSO data

No. of children not attending school
Police Department data (but NGOs: 3,000)

243,234 hh

Official statistics of unemployment is
very low
Because registered unemployment is
low. Labor Force Survey Data (2003)

Comment
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Pensions
Social assistance to the elderly

Formal health insurance
Microinsurance
Subsidized health costs or exemptions
Senior citizen treatment allowance

All recipients of basic social welfare/assistance
payments
Land tax exemptions
Residential care for vulnerable groups
Food aid
But excluding education and health programs
as well as those for the disabled
Microfinance/credit

All forms of assistance programs for the
disabled (including recipients of social
assistance, training programs)

Educational programs (e.g. fee exemptions,
scholarships, school feeding programs, etc.) All
other identified child protection programs

The Elderly

The Sick

The Poor
(especially the severely
poor and disadvantaged)

The Disabled

Children with Special
Needs (CWSN)

* These are generic programs and will vary from country to country.
** Essentially equivalent to the target population.

All labor market programs (relevant training
and job creation through SME support); food
for work programs; targeted public works
programs

Types of SP Program*

The Unemployed and
Underemployed

Target Group

Poor children aged 5-14 years

All children aged 5-14 years

The disabled population

Total population

Poor population
The disabled population

Total population

Total population

Population aged 60+ years

Total labor force/active
population

Reference Population—
Widely Defined

Poor population

Total population

Population aged 60+ years

The unemployed and the
underemployed

Reference Population
—Narrowly Defined**

Table 5.4. Social Protection Target Groups, Types of SP Programs, and Reference Populations
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(iv)

The low coverage rate for children largely reflects the lack of
educational assistance programs, which in turn reflect high
prevailing school attendance rates due, in part, to the absence of
tuition fees. The figures also exclude disabled children receiving
social assistance as this figure cannot be estimated.

In the section Social Protection Index and Multicountry Analysis of this
book, the seven indicators of coverage will be combined into a single indicator
for the SP coverage component.

C. The Distributional Impact of Social Protection
Programs
The third proposed component of the SPI is the Distributional Impact of SP
programs in each country. This component of the SPI will be assessed by:
(i) estimating the proportion of poor people/households benefiting
from each type of SP program—poverty-targeting; and
(ii) examining the amount of income transferred by these programs
to the poor in relation to their average household incomes/
expenditures—impact on incomes.
1. Proportions of Poor Households Benefiting from SP programs:
Poverty-Targeting
The poverty-targeting indictor that has been adopted is the ratio of the number
of poor beneficiaries of SP programs to the total poor population. This indicator
can be derived from an ad hoc estimation of the proportion of a program’s
beneficiaries who are poor (using the official poverty line) or through the
analysis of household survey data. The second approach is likely to yield the
more robust results:
(i) Institutions responsible for executing the major SP programs rarely
maintain data disaggregated by poor and nonpoor households; and
(ii) Household survey information permits the identification of
overlaps between programs (i.e. households receiving benefits from
more than one program).
In Mongolia’s case, a national Living Standards Measurement Survey
was undertaken in 2002/03. Preliminary results became available in December
2004. Data from this survey has been used where possible. For programs where
no information was available from the LSMS, ad hoc estimates of the poverty-
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5

4

3

2

1

See Table 5.4 for definition.
Some overlap between unemployment benefit recipients and other programs.
Excluded early retirees, disability and survivors pensioners.
Excluded likely overlaps, see above note 3.
Substantial overlap with pensioners receiving SI pension.

Children with Special
Needs

The Poor/Microcredit
Programs
Disability Programs

The Poor

The Sick

7

6

152
11
33
107
40
125
1
56
29
19
2
3

1, 922

32
2
14
23
9
1603
3
1075
2

5

94

7

126

211

115

904

904

2, 504

1, 922

3007

167

200

586

115

2, 504

2, 504

2, 504

167

901

Reference
Population1
Narrow
Wide

1654

722

Beneficiaries
(000s)
Program
Total

2

82

14

30

77

99

36

Narrow

(%)

1

82

5

12

77

99

8

Wide

Coverage

Assumes all recipients are elderly and no overlaps with pension recipients;
no more data available.
Estimated as overlaps between programs cannot be assessed accurately
due to lack of data.

ESCs
Microloan and support to employers
Public work
Skills development training and Support to employability
Unemployment insurance fund
Pensioners receiving SI benefits
Social Pensions for the elderly
Concessions for the elderly
War heroes6
Formal Health Insurance Scheme
(SI and government, including sickness benefits)
Social assistance allowances
Social welfare pensions
(excluding disabled)
Social welfare and nursing services
Concessions for the elderly
Recipients of early retirement pensions
MDF
Ger initiative
SI invalidity beneficiaries
Social pensions for the disabled
Regular social assistance to the disabled
Assistance with education
Street kids, disabled children, working child

The Unemployed and
Underemployed

The Elderly

Applicable Program
(these should be specified for each country)

Target Group

Table 5.5. Coverage of Major SP Programs by Target Group, 2002-2003
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targeting were made based on interviews with government and nongovernment
officials working in these areas, and the authors’ own estimates.22
The source data for estimating the poverty-targeting indicator is the
information on coverage of SP programs contained in Tables 5.3 and 5.5. The
results are presented in Table 5.6. There were two steps in preparing this table:
(i) estimating the number of poor beneficiaries for each of the
identified SP programs; and
(ii) estimating the overlaps between schemes.
a. Estimating the Number of P
oor Beneficiaries
Poor
Given the unavailability of primary information, the number of poor beneficiaries
of the SP programs has been estimated using the following principles:
(i) if a program can be afforded only by the non-poor, then 0% of the
beneficiaries are assumed to be poor;
(ii) if the program is exclusively targeted towards identifiable groups
of poor, then close to 100% of the beneficiaries are assumed to be
poor;
(iii) if the program is more general in nature in terms of povertytargeting, then 36% of the beneficiaries is assumed poor;23 and
(iv) varying these percentages based on knowledge24 of the targeting
of individual SP programs.
The resultant estimated poverty-targeting rates and numbers of poor
beneficiaries are given in columns three and five of Table 5.6.
b. Estimation of Overlaps25
If there are no overlaps between programs, the overall poverty-targeting rate
would be obtained by summing up the poor beneficiaries of all programs—
687,000, which would give a poverty-targeting rate of 76%. On the other hand,
a “lower” bound of 25% is obtained taking the poverty-targeting rate of the
program with the highest number of poor beneficiaries, i.e. health insurance;
this implies that the beneficiaries of all other programs receive health benefits.
The actual poverty-targeting rate lies somewhere between these two
extremes, i.e. some poor beneficiaries of other SP programs will also receive
22
23
24

25

Where even qualitative estimates could not be obtained from the responsible agencies.
The headcount poverty estimate from the recent LSMS.
From reports, discussions with officials concerning the amount of “leakage,” i.e. the proportion
of beneficiaries who are not part of the original target group.
This is a necessary step. It is not realistic to use poverty-targeting rates for individual SP
programs in the construction of an SPI as these will vary considerably from country to country.
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health benefits. In the absence of other information, the authors have generally
assumed that the degree of overlap will be 25%, i.e. the same as the overall
proportion of the poor currently benefiting from health insurance. Exceptions
to this rule are shown, along with all the overlaps, in column six of Table 5.6.
The overlap rates are multiplied by the number of poor beneficiaries (with
overlaps) to give the net number of poor beneficiaries in column eight. The
“best estimate” of the overall poverty-targeting rate is then obtained by
summing this column. This summation produces an overall “best estimate”
poverty-targeting rate of 60%, i.e. around 550,000 poor people in Mongolia
currently receive some SP assistance. This estimate will be retained for the
formulation of the SPI.
2. Impact of SP Programs on Household Income/Expenditures of Poor
The poverty-targeting rate provides an indication of the distributional impact
of SP programs. It, however, gives little indication of the “effectiveness” of
the interventions, i.e. what impact these interventions have on the income/
expenditure of the poor. The objective is to derive an indicator of SP
expenditure to the poor population as a percentage of the poverty line income.
The computation of this indicator is shown in Table 5.7. The table
essentially replicates Table 5.6 with the expenditure data from Table 5.2 being
substituted for the beneficiary information. The poverty-targeting rates are
the same as those from Table 5.6 and multiplying these by the expenditure on
each program gives the amount of SP expenditure going to the poor. There is
no need to allow for overlaps between programs, except to exclude those
programs, which affect more than one target group, e.g. social pensions for the
elderly.
Table 5.7 shows that, in 2003, the total SP expenditure on poor
beneficiaries was around Tug56.7 billion ($48 million) equivalent to around
40% of total SP expenditure; over 30% of this expenditure comprises pensions
and other assistance to the elderly.
Per capita SP expenditure on the poor was then calculated and related
to the poverty line income. The results are shown in Table 5.8. Two indicators
are presented:
(i) Per capita SP expenditure on the poor as a percentage of the
(estimated) 2002/03 poverty line: 21%; and
(ii) As above but for poor beneficiaries only: 35%.
The advantages and disadvantages of each will be discussed in the
forthcoming section Social Protection Index and Multicountry Analysis of this
book.
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Concessions for the Elderly
War Heroes
Formal Health Insurance Scheme
(SI and government)
Beneficiaries
Sickness/maternity benefits
Occupational Health Benefits (SI)
Social Assistance Allowances
Social Welfare Pensions

Social Pensions for the Elderly

Pensioners Receiving SI Benefits
36
75
36
36

25
25
25
75
75

160
3
107
2

865
73
8
152
11

National Poverty Level
National Poverty Level
Many of those not covered
will be poor; hence lower
rate used.
Most will not be poor
Most will not be poor
Most will be poor
Most will be poor

25
25
100
25

0
25
25
25
25

57.6
2.3
38.5
0.7

216.3
18.3
2.0
114.0
8.3

75

Largest program
*
*
*
*

30/06/2006, 3:29 PM

216
14
2
86
6

0
1

43
2

1

continued next page

*
Will receive pensions or
other benefits for the elderly.
*

Some overlap with other
employment labor market
programs.
*

2.3

SI contributors are less likely
to be poor.
National Poverty Level.
Virtually all old people in
Mongolia receive pensions.
Estimate

25

9

7

25

9.2

From reports

40

23

0
1

No poor beneficiaries
*
*

25

0.0
1.4

Employers will not be poor
From reports

0
10

2
14

2

*See note below

8(5*6)

Net Poor
Beneficiaries

25

Comments

3.2

10

32

ESCs
Microloan and Support to
Employers
Public work
Skills Development Training and
Support to Employability
Unemployment Insurance Fund

(%)

Program Overlap

7

Poor
Beneficiaries
6

4

Comment

Poverty-Targeting

5(2*3)

3

2

All
Beneficiaries
(000s)
(%)

1

SP Program

Table 5.6. Poverty-Targeting of Social Protection Programs
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25
100
100
25
75
36
75
100

40
125
1
56
29

19
2
3
1,769
These programs are targeted
at the poor.
Poor (including overlaps)

Most will be poor

Same as SI pensions
From discussions
From discussions

Virtually all will be poor

4

Comment

Poverty-Targeting

901
76%
25%
60%

6.8
1.5
3.0
687

10.0
125.0
1.0
14.0
21.8

29.7

5(2*3)

Poor
Beneficiaries

50
25
25

25
25
25
25
25

0

6

(%)

3
1
2
545

8
94
1
11
16

30

Will not be included among
other health beneficiaries

*
*
*
*
Most will receive other
disability benefits
*
*
Poor (excluding overlaps)

8(5*6)

Net Poor
Beneficiaries

7

Comments

Program Overlap

The rationale for taking a 25% overlap rate for most programs is as follows: by and large one can assume that recipients of health insurance will be randomly
distributed across the poor population. In consequence, as 25% of the poor population received health benefits, the overlap rate will also be 25%. It should be
noted that major variations in the overlap rate would be needed to significantly change the overall poverty-targeting rate. The reasoning behind using
different overlap rates are given in the Table.
Source: Tables 5.3, 5.5 and authors’ estimates.

*

90

3

33

2

All
Beneficiaries
(000s)
(%)

Poor Population (000)
Upper-Bound (with overlaps/double-counting)
Lower-Bound (largest program only)
Best Estimate (excluding overlaps)

Social Welfare and Nursing
Services
Recipients of Early Retirement
Pensions
MDF
Ger Initiative
SI Invalidity Beneficiaries
Social Pensions for the Disabled
Regular Social Assistance to the
isabled
Assistance with education
Street kids; disabled children, etc.
All Beneficiaries (000)

1

SP Program

Table 5.6. Poverty-Targeting of Social Protection Programs (continued)
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Table 5.7. SP Expenditure on the Poor

Target Group

The Unemployed /
underemployed
The Elderly

The Sick
The Poor

The Poor/
Microcredit
programs

SP Program

ESCs
Microloan and support to employers
Public work
Skills development training and
Support to employability
Unemployment insurance fund
Pensioners receiving SI benefits
Social pensions for the elderly
Concessions for the elderly
War heroes
Formal health insurance scheme (SI
and government)
Sickness/maternity benefits
Occupational health benefits (SI)
Social assistance allowances
Social welfare pensions
Social welfare and nursing services
Recipients of early retirement
pensions
MDF

Ger initiative
SI invalidity beneficiaries
Disability Programs Social pensions for the disabled
Regular social assistance to the
disabled
Assistance with education
Children with
Street kids, disabled children,
Special Needs
working child
(CSWN)
Total SP Expenditure (Tug million)

SP Expen- Poverty- Expendiditure Targeting ture on
(Tug
Benefimillion)
(%)
ciaries
144
1,547
497
575
773
1,132
47,181
459
2,400
38

10
0
10
40
40
25
36
75
36
36

14
0
50
230
309
283
16,985
344
864
14

18,659
4,089
3,170
10,054
1578
307
12300

25
25
25
75
75
90
25

4,665
1,022
793
7,541
1,184
276
3,075

3,500

100

3,500

724
20,426
4,161

100
25
75

724

985
7,172
828

36
75
100

142,699

5,107
3,121
355
5,379
828
56,661

Source: Tables 5.2, 5.6.

Table 5.8. Impact of SP Expenditure on the Income of Poor Households
Variable
Total SP Expenditure on the Poor (Tug million)
Poor Population (‘000)
SP Expenditure/Poor Person (Tug./person)
Poverty Line Income Per Capita (annual) (Tug./person) *
Per Capita SP Expenditure as % of Poverty Line Income
Percent of Poor Receiving SP Assistance (from Table 5.6)
Per Capita SP Expenditure as % of Income of Poor Beneficiaries

Value
56,661
901
62,900
296,600
21%
60%
35%

* From LSMS, 2002/03.
Source: Tables 5.6, 5.7 and authors’ estimates.
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5 Nepal
SAURAV D. BHATTA
SUMAN K. SHARMA

I.

Summary of Main Results

T

otal expenditure on Social Protection (SP) in 2002/03
was around NRs9.4 billion, just over 2% of GDP. Almost half
of total SP expenditure was on social insurance; the next most
important component of SP was microcredit, which accounted
for around a third of the total. Expenditure on social assistance,
labor market programs, and child protection accounted for around 20%; most
of the latter was in the form of school-feeding and textbook programs (see
Tables 5.1 and 5.2).
The following SP programs reach more than 400,000 beneficiaries:
educational assistance (meals and text books), microcredit (targeted at the
poor and for job creation), health insurance (EPF and CIF) and food for work
(primarily Rural Construction Infrastructure Development), and allowances
for senior citizens (see Table 5.3)
Coverage rates1 for the six key SP target groups2 vary markedly—from
over one third for the elderly (although most of these will receive the senior
citizens’ allowances rather than the more lucrative pensions) to under 10% for

1

2

Coverage = number of beneficiaries/reference population (see Section V.B). It should be
noted that these coverage rates and most of the following indicators have been estimated
from discussions with officials responsible for individual SP programs and the authors
themselves owing to the unavailability of household survey data that would have both
facilitated the tasks and led to more accurate estimates.
The unemployed and the underemployed, the elderly, the sick, the poor, the disabled, and
children with special needs.
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the disabled, health insurance, and the poor (social assistance); microcredit
(including job creation programs) is equivalent to a fifth of all poor households.
The interpretation of these rates is, however, complicated by the difficulty of
defining the reference populations for these target groups (especially for labor
market programs) and the unknown amount of “leakage,” i.e. benefits going
to beneficiaries outside the strictly defined target group (see Section V.B and
Table 5.5).
Around 2.3 million poor people are estimated to be beneficiaries of some
form of SP assistance—just less than one quarter of the total poor population—
the majority of these are recipients of microcredit loans. Without these
programs, SP assistance to the poor would be limited in the extreme. (see
Table 5.6)
In 2002/03, SP expenditure of around NRs3.9 billion (around 40% of
total SP expenditure) went to the poor, who currently make up around 38% of
the population. Over 70% of the SP expenditure going to the poor came from
microcredit programs. Total SP expenditure on the poor was equivalent to
around 7% of the poverty line income, rising to 28% if only poor beneficiaries
were included.
Table 1.1 summarizes the key SP indicators that have been derived.
These are the indicators that will be used to formulate the Social Protection
Index (SPI).

II. Country Overview
This chapter presents a brief overview of Nepal’s social and economic
characteristics. These characteristics are considered to be particularly relevant
to the SP issues.

A. Population
Nepal’s population increased from around 18.5 million in 1991 to 23.2 million
in 2001. Based on the 2001 National Census, there were 4.2 million households
with about 84% of the total population residing in rural areas. A high annual
population growth rate of 2.24% and low average life expectancy even by South
Asian standards of 60 years means that Nepal has a relatively young population.
However, a number of factors like improving sanitation, health and
nutrition programs, and services have been lowering the traditionally high
maternal and infant mortality rates and extending the longevity of the
population generally. This means that Nepal’s population will be steadily ageing
into the future. One study has projected that the population aged 60 years
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Table 1. Summary of Key SP Indicators
SPI Component

Indicator

Expenditure on SP

Total SP Expenditure as
% of GDP
Reference population—narrow
Beneficiaries as% of
16
total of unemployed/
underemployed

Coverage of SP
The Unemployed/
Underemployed

(%)

Nepal Estimate

(%)
2.2

Reference population—wide
As% of total labor force

3

The Elderly

Elderly receiving
assistance as person of
population aged
60+ years.

36

As for “narrow”
reference population

36

The Sick

% of population with
health insurance or in
receipt of subsidies

4

As for “narrow”
reference population

4

The Poor/ Social
Assistance

% of poor population
receiving some social
assistance/welfare

8

% of total population

3

The Poor/
Microcredit

% of population
receiving loan

21

% of total population

8

The Disabled

Disabled beneficiaries as
% of disabled
population

4

As for “narrow”
reference population

4

Children With

CWSN receiving
assistance as of % of poor
children aged five to
14 years

31

% of all children aged
5-14 years

12

Distributional Impact of SP
Poverty-Targeting
Impact Of SP Transfers On
Household Income

% of poor population who receive some assistance
SP expenditure per poor person as% of annual
per capita poverty line income/expenditure
SP expenditure per poor beneficiary as% of
annual per capita poverty line income/expenditure

Source: Chapter 5 Tables.

060150 SPI Pub-Nepal 5.pmd

217

30/06/2006, 3:27 PM

26
7

28

218

PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

and over will double in the next twenty years and more than quadruple by the
year 2051 (IIDS 2003). Moreover, the same study estimates that the number
of those aged 75 years and over will more than double in the latter period.
Detailed demographic studies are required to understand fully the nature
and significance of an ageing population in Nepal.
Surprisingly, the same study has shown that females are underrepresented
among the 60+ age-group, despite the fact that females outnumber males in
the total population. However, average life expectancy for those reaching age
60 is higher for women (16.15 years for women compared to 14.89 years for
men). In 2001, only 16% of the aged population was literate. Again, a strong
gender bias in education is evident as the literacy rate for women aged 60
years and over stood at only 4%. Finally, labor force participation rates for the
60+ age-group appears to be very high with over 60% reporting some work
activities in mainly agriculture and domestic services.
The ageing of the population in Nepal presents both a potential threat
and an opportunity. The potential threat is that establishing more adequate
social protection provisions for the aged in the future, without proper planning,
could prove to be financially unsustainable. The opportunity provided by the
aging of the population derives from the existing level of social protection for
the elderly in Nepal. More specifically, the existing social protection
arrangements for the aged are so limited that compared to many other
countries, there are fewer political constraints on devising sustainable social
protection policies for the elderly in the future.
Disaggregated data on Nepal’s demographic situation indicate that
adverse demographic indicators are much worse for people belonging to
supposedly dalits (lower caste or so-called untouchables) and janajati groups
(i.e. ethnic groups not included in the Hindu caste system). For example, the
infant mortality rate and life expectancy for dalits are 116.5 deaths per 1,000
live births and 50.58 years respectively, compared to the Brahmans (highest
caste group), where the infant mortality rate is 52.5 deaths and average life
expectancy is 63.2 years. Similar disparities can be found in comparisons
between other castes also (UNDP 2002).

B. The Economy
Nepal’s per capita income of about $240 is one of the lowest in the Asian
continent. Poverty continues to remain a pervasive problem. High rates of
underemployment and heavy reliance on subsistence farming with limited
prospects for mechanization are two major threats the economy has been
consistently facing. The per capita income has been growing at less than 2%
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Table 2.1. Demographic Profile, 2001
Total Population
Males
Females

23.15 million
11.56 million
11.59 million

Urban/Rural Split
Urban
Rural

14%
86%

Age Structure
0-4 years
5-9 years
5-14 years
15-59 years
60 years +
75 years +

(in ‘000)
2,755
3,211
6,193
12,311
1,504
301

Median Age
Total
Male
Female

20 years
19.6 years
19.9 years

Household Composition
Total Households (in ‘000)
Average household size

4,174
5.4

Population Growth (1991-2001)
Birth Rate
Death Rate
Sex Ratio
at birth
under age 15
15-64 years
65 years & over

2.25%
32.46 births/1,000 population
9.84 deaths/1,000 population
1.05 males/females
1.07 males/females
1.05 males/females
0.97 males/females

Life Expectancy at Birth
Total Population
Males
Females

59 years
59.36 years
58.63 years

Infant Mortality Rate
Total
Male
Females

70.57 deaths/1000 live births
68.95 deaths/1000 live births
72.27 deaths/1000 live births

Total Fertility Rate
HIV/AIDS
HIV/AIDS Deaths

4.39 children born/woman
0.5% of total adult population
2,400

Sources: CBS. 2002. Population Census 2001. National Report Vol. 1.

060150 SPI Pub-Nepal 5.pmd

219

30/06/2006, 3:27 PM

219

220

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

per annum in a situation where more than nine million people are currently
estimated to be living below the national poverty line.
Nepal relies heavily on foreign sourced income. The international
community funds more than 60% of Nepal’s development budget and more
than 28% of total budgetary expenditures. Foreign Direct Investment (FDI)
in Nepal exceeded NRs22.6 billion (some 20% of total foreign investment)
for the period 1988/89–2002/03 and provided employment to over 90,000
workers (Department of Industry, 2003). Remittance income from the high
number of Nepalese working abroad (estimated as high as $1.4 billion in 2003)
is also significant.
The rate of economic growth in 2002/03 was only 2.7%. While the
estimated growth rate for 2003/04 is slightly higher at 3.5% (MOF 2004), it
will not be sufficient to overcome the expected population growth rate in the
coming year. However, the latest Economic Outlook published by the ADB in
2004 presents a more optimistic scenario, where the agriculture and nonagricultural sectors are expected to grow at a rate of 3% and 5.8%, respectively3
Real GDP, which was growing at annual rates of 3.3 to 6.1% in the years
1995 to 2000, exhibited a sharp decline in 2001/02 to a negative 0.35% (see
Table 2.2). Due to the low GDP growth rate combined with a population
growth rate of more than 2.2%, the per capita GDP in 2001/02 declined by
2.9%. The drop in GDP in 2001/02 was mostly the result of a slowdown in the
nonagriculture sector, which decreased by 2.1% that year. This slowdown was
primarily driven by the ongoing violence in the country, which particularly
affected the manufacturing and service sectors.
Table 2.2. Growth Rates of Real GDP and Per Capita Income
Growth Rate

1995/
96

1996/ 1997/ 1998/
97
98
99

1999/ 2000/
00
01

2001/
02

2002/
00*

2003/
04**

Real GDP (at
94/95 price)

5.4#

4.8

3.3

4.5

6.1

4.7

(0.35)

2.7

3.5

Agriculture

3.7

4.2

0.8

2.8

4.9

5.5

2.2

2.5

3.7

Nonagriculture

6.5

5.2

3.3

GDP per capita

4.7

5.6

6.8

4.3

(1.9)

2.9

0.6

2.2

3.8

2.5

(2.9)

1.3

* Revised estimate.
** Preliminary estimate of MOF (2004) #% increase, year on year.
Source: Economic Survey. Fiscal Year 2002/03. Ministry of Finance. HMG/N. 2003.

3

It should be noted that the deteriorating security situation, unless corrected, is likely to
lower the anticipated growth rate.
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163,893

Total GDP at
Factor Cost

209,975

18,924
9.0%
221,930

20,090
9.1%

22,096
10.0%

14,759
6.7%

24,733
11.1%
25,424
11.5%

3,414
1.5%

21,322
9.6%

1,262
0.6%

88,830
40.0%

1995/96

Source: Economic Survey 2003/04. MOF. HMG/N. 2004.

13,602
8.3%

Community,
Social Service

20,534
9.8%

13,995
6.7%

8,759
5.3%

15,198
9.3%

23,093
11.0%
24,326
11.6%

2,862
1.4%

19,555
9.3%

1,117
0.5%

85,569
40.8%

1994/95

16,957
10.3%
16,824
10.3%

1,845
1.1%

10,350
6.3%

Finance &
Real Estate

Trade,
Restaurant
& Hotel
Transportation
Communication,
Storage

Construction

Electricity
Gas/Water

Manufacturing

846
0.5%

79,512
48.5%

Agriculture,
Forestry

Mining &
Quarrying

1989/90

Originating/
Fiscal Year

Table 2.3. Structure of GDP at Current Prices
(NRs million)

233,040

20,817
8.9%

23,136
9.9%

15,902
6.8%

26,372
11.3%
26,458
11.4%

3,475
1.5%

22,826
9.8%

1,348
0.6%

92,706
39.8%

1996/97

240,816

22,403
9.3%

24,494
10.2%

17,186
7.1%

26,953
11.2%
27,981
11.6%

3,331
1.4%

23,607
9.8%

1,365
0.6%

93,496
38.8%

1997/98

251,789

23,885
9.5%

25,719
10.2%

18,355
7.3%

28,786
11.4%
29,069
11.5%

3,520
1.4%

24,856
9.9%

1,416
0.6%

96,183
38.2%

1998/99

267,096

24,833
9.3%

27,026
10.1%

19,644
7.4%

31,550
11.8%
31,036
11.6%

4,025
1.5%

26,646
10.0%

1,480
0.6%

100,856
37.8%

1999/2000

279,750

28,080
10.0%

27,491
9.8%

20,860
7.5%

31,823
11.4%
31,507
11.3%

4,413
1.6%

27,649
9.9%

1,547
0.6%

106,380
38.0%

2000/01

278,848

28,545
10.2%

28,402
10.2%

21,201
7.6%

32,180
11.5%
28,329
10.2%

4,976
1.8%

24,892
8.9%

1,571
0.6%

108,752
39.0%

2001/02

286,480

29,241
10.2%

29,206
10.2%

22,021
7.7%

32,724
11.4%
29,484
10.3%

5,348
1.9%

25,384
8.9%

1,601
0.6%

111,471
38.9%

2002/03

296,459

30,152
10.2%

30,017
10.1%

23,250
7.8%

32,812
11.1%
31,187
10.5%

5,757
1.9%

26,014
8.8%

1,641
0.6%

115,629
39.0%

2003/04
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Over the years, the structure of GDP has been slowly changing, such
that the shares of all nonagricultural sectors have increased. The contribution
of manufacturing to GDP is below 10%. Due to declining activities in this
sector particularly in food, beverages, manufacturing, leather and leather
products, wood products, paper products, economic activity has shifted to
other sectors. In recent years, services, including travel and tourism, have
accounted for around half of GDP. One of the reasons for this structural shift
is the continuing low productivity of agriculture. Based on the recent
government estimates, during the last few years, the share of agriculture GDP
has remained around 39% (see Table 2.3).
Government expenditure constitutes a significant portion of the GDP
in Nepal. Table 2.4 presents an overview of government expenditure for the
years 1989/90-2002/03. It divides government expenditure into regular and
development expenditure and provides a detailed breakdown of the latter to
show the amounts going into the social sectors. Observe that the share of
development expenditure in the total budget has gone down substantially
over the years since 1989/90. Furthermore, the share of social sector
expenditure has also been declining during this period.

C. Employment and Labor Force
Nepal’s labor market is dominated by the agricultural sector where over three
quarters of the labor force is situated. Most of the remainder is engaged in the
services sector, with only 3-4% engaged in the manufacturing sector. Of these,
women account for around 47% of the total and over 60% of the total workers
in the agricultural sector.
The latest comprehensive data on Nepal’s labor market is contained in
the 1998/99 Nepal Labor Force Survey (NLFS). Based on this survey, Nepal’s
workforce consisted of 9.5 million persons, with a roughly even split between
males and females. In addition to this group, an estimated 2 million4 or just
over 40%, of children aged between five and 14 years are child laborers. The
labor force participation rate for people aged 15 years and over is relatively
high at around 86%, reflecting high participation rates among women (81%)
and the aged (based on 2001 Census data 47% of persons aged 65 and over are
economically active).
The main factors contributing to the high labor force participation rate
of the aged is the absence of social security arrangements for old people and
the mass migrations of younger people either attempting to escape conditions
4

Estimates of the number of child laborers in Nepal vary widely. The estimate of 2 million is
a mid-range estimate.
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Source: Government statistics.

Miscellaneous
Total Govt. Expenditure

Social Services
Education
Health
Dringking Water
Local Devt
Other Social Services
Economic Services
(Agr/Irrigation/LandReform/Forestry/Industry)

General Admin
Economic Admin &
Planning

Constitutional Organs

Development Expenditure

Regular Expenditure

Sector/Fiscal Year

(NRs million)

34
0.09%
32
0.08%
6,225
15.9%
1,454
859
1,102
2,416
394
12,853
32.9%
652
1.7%
39,060

799
4.1%
19,670

19,265
49.3%
19,795
50.7%

1994/95

14
0.07%
11
0.05%
3,973
20.2%
1,480
394
617
454
1,028
8,201
41.7%

6,672
33.9%
12,998
66.1%

1989/90

310
0.1%
23,7542

42
0.02%
33
0.01%
7,613
16.4%
1,791
916
1,206
3,345
355
16,983
7.1%

21,562
46.3%
24,981
53.7%

1995/96

Table 2.4. Government Expenditure, 1989/90-2002/03

155
0.3%
50,724

35
0.07%
17
0.03%
9,281
18.3%
2,356
1621
1,327
3,623
354
17,055
33.6%

24,181
47.7%
26,543
52.3%

1996/97

651
1.2%
56,118

27,174
48.4%
28,944
51.6%
4
0.01%
46
0.08%
19
0.03%
10,324
18.4%
2,037
2,076
1,670
3,679
862
17,900
31.9%

1997/98

813
1.4%
59,579

31,048
52.1%
28,531
47.9%
29
0.05%
79
0.13%
21
0.03%
10,265
17.2%
1,641
1,677
1,867
3,969
1,111
17,324
29.1%

1998/99

531
0.8%
66,273

34,523
52.1%
31,749
47.9%
27
0.04%
108
0.16%
29
0.04%
12,406
18.7%
2,574
2,127
2,423
4,137
1,146
18,649
28.1%
2,743
3.4%
79,835

42,769
53.6%
37,066
46.4%
13
0.02%
127
0.16%
196
0.25%
12,873
16.1%
2,784
1,972
2,407
4,626
1,083
21,114
26.4%

1999/2000 2000/01

2,142
2.7%
80,072

48,590
60.7%
31,482
39.3%
13
0.02%
250
0.31%
94
0.12%
11,530
14.4%
2,755
1,877
1,747
4,156
995
17,452
21.8%

2001/02

1,112
1.3%
84,006

54,973
65.4%
29,033
34.6%
9
0.01%
99
0.12%
33
0.04%
12,189
14.5%
2,730
1,620
2,011
5,267
561
15,591
18.6%

2002/2003
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of conflict in the countryside or seeking employment opportunities in urban
Nepal and abroad (ADB 2004).
The baseline report of SP (ADB 2004) highlights that classifying
employment between formal and informal sectors is problematic. Using the
ILO definition of the informal sector—principally, own-account workers and
others where employment does not involve a formal employment contract—a
rough approximation can be attempted. The informal sector would include
both self-employed and unpaid family workers (84% of the total work force).
Only government and state-owned enterprise employees are clearly in the
formal sector. An unknown but decreasing proportion of private sector
employment is in the formal sector and an indeterminate proportion of those
are in other paid employment.

Table 2.5. Breakdown of Employment (%)
Unpaid Family Workers
Self-employed
Agriculture
Other
Private Sector
Government & State-Owned Enterprise
Other Paid Employment
Child Employment (among five to 14 years)

43
41
(79)
(29)
4
3
9
40

Note: All figures rounded to the nearest whole %.
Source: CBS. 1999. Nepal Labor Force Survey 1998/99.

During the last few years, a noteworthy feature of Nepal’s labor force
has been the prevalence of very high numbers of migratory workers in
industries such as construction and significant rates of out-migration of largely
unskilled workers seeking foreign employment. Even though precise estimates
are not available, official estimates indicate that about 250,000 workers go
abroad to seek employment opportunities annually. Also, there is a significant
amount of labor transfer between Nepal and India. “Brain drain” is a related
issue of concern because of the high out-migration rate of skilled Nepalese.
In Nepal, measurement of unemployment rate is problematic due to
the high incidence of unpaid work and the absence of a standard measurement
methodology. On the basis of the latest NLFS, unemployment is essentially
an urban phenomenon, measuring 7.4% for this group. Youth unemployment
rates in urban areas were higher at around 12%. Aggregate unemployment
was at a low 1.8%.
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An underemployed worker, as defined in the NLFS, is someone working
less than 40 hours a week. Using this definition, the estimated
underemployment rate for Nepal is around 27%. If a more conservative
definition of working less than 20 hours a week is used, underemployment is
found to be around 10%. In light of the NLFS finding that average weekly
working hours in Nepal is 44 hours, the former is probably the better estimate.
This implies that around one third of the Nepali labor force is either
unemployed or underemployed. If the more conservative estimate of
underemployment is used, the percentage drops to around 15%.
Survey results show that the incidence of child labor falls as the level of
household income rises. This explains why there is a significantly lower
incidence of child labor among the children of women working in the organized
sector, where earnings are generally higher. In households where mothers are
involved in lower paid exploitative labor activities, children of the household
and girls especially, have a higher probability of being (exploited) child laborers.
At the same time, there is a relationship between earnings and the educational
attainment of mothers, with lower educated mothers being more likely to
involve children in exploitative labor activities. Children in such households
generally have lower education participation rates and a higher incidence of
participation in child labor. These are important findings as they clearly
demonstrate that financial considerations are central to the incidence of child
labor and that a focus on promoting paid work, even low paid work, among
married women has a positive disincentive effect on sending children to work.
These findings are reinforced by the fact that all of the women in the survey
were being paid rates below the statutory minimum wage.
While the industry and service sectors employ a minority of child laborers,
these are the very sectors where the most exploitative child laborer practices
are commonly found. When child labor is used, not only are the human
development rights of children violated but wages, when paid, are miniscule
and working conditions are most often hazardous to the health, safety, and
morals of the children involved.

D. Education
Nepal seems to have made reasonable progress in primary enrolment
particularly since the later half of the 1990s. The net enrolment rate (in primary
school) increased from 65% in 1988 to 67.5% in 1995 and 81% in 2001, according
to DOE data. In particular, during 1995-2001, the net primary enrolment rate
for girls showed a significant increase of almost 20 percentage points (from
55.6 in 1995 to 75.1 in 2001). Although the survey data also show significant
increases in primary school enrolment rate over the years, they are not as high
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as those reported by DOE. For instance, DOE reports an increase of primary
school enrolment rate from 67.5 in 1995 to 81.1 in 2001; whereas survey data
show an increase from 57% in 1995/96 to 65.8 in 2000. Compared to the net
enrolment rate, the rate of completion of primary education continues to be
very low with less than 50% of the pupils starting in grade 1 reaching grade 5
(DOE 2001). Also, data indicate that there has been a steady rise in girls’
participation in primary school. For instance, girl students as a proportion of
total primary enrolment increased from 38.7% in 1993 to 44.8% in 2001.

Table 2.6. Gross and Net Primary School Enrolment Ratios (%)
1990
Type of Date

Government Data*
Survey Data**

Net
Enrolment
Rate
65.2 (1988)

1995

2001

Gross
Net
Gross
Net
Enrolment Enrolment Enrolment Enrolment
Rate
Rate
Rate
Rate
107

67.5
57.0

114.1
86.0

Gross
Enrolment
Rate

81.1
65.8

124.7
102.0

Note: Gross enrolment rate = (total children in primary school) / (total children of 6–10 years in
population)
Net enrolment rate = (total children of six to 10 years in primary school) / (total children of 6–10
years in population)
Sources: *Department of Education (DOE). 1990; DOE 1995; DOE 2003; **CBS, 1996; New Era. 2004.

Furthermore, data on school enrolment shows significant regional
disparities. Similarly, significant disparities in enrolment rates are seen across
various ethnic groups as well as income groups. Overall, it appears that children
in rural areas are much more deprived than those in urban areas. The major
problems in both primary and secondary education are noted as low quality,
internal inefficiency, low pass rates, high dropout rates, and large proportion
of untrained teachers.
Nepal’s growth rate of adult literacy in recent years has been satisfactory
as it increased from about 38% in 1996 to 49% in 2001. But wide variations
exist in the literacy rate and access to primary education across various
geographical regions and socio-economic groups. As for the ethnic dimension
of literacy, the literacy rates are highest among the following three population
groups: (i) Indian origin migrant Nepali people, (ii) Thakalis, and (iii) Hill
Brahmins. Despite significant efforts in improving the quality of school
education, one has to accept the hard reality that even today the overall quality
of education in Nepal is very low.
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During the last three decades, women have made substantial gains in
literacy. Despite this, the level of literacy is still low and the gender gap is
quite large. There is also a substantial difference in the literacy rates of rural
and urban women: during the mid-1990s, 47% of adult women in urban areas
were literate compared to only 17% of adult women in rural areas. Also,
significant differences in female-male literacy gap exist among various
ecological and developmental regions, the Kathmandu Valley has the highest
female literacy rate and also the highest female-male literacy ratio.

E. Health
1. General Health
Table 2.7 presents the trends of some of the important health indicators in
Nepal. During the 1990s, health indicators showed significant improvement.
For example, during the decade 1991-2001, the average life expectancy at
birth increased from 54% to 62% and the crude death rate decreased from
16.6 (per thousand) to 10. Also, the reductions in mortality rates of infants
and under-five children were significant. In spite of this progress, Nepal’s
current health status is relatively low even when compared with its South
Asian neighbors. For instance, Nepal’s child mortality rate of 91 per thousand
live births is higher than that of all SAARC countries apart from Pakistan;
similarly, life expectancy at birth in Nepal is the lowest in South Asia. As for
maternal mortality, only national estimates are available. According to these
estimates, the maternal mortality rates in 1991/92 and 1996/97 were 515 and
539 per 100,000 live births, respectively.
Table 2.7. Trends in Health Indicators
Indicator
Life Expectancy at Birth (years)
Crude Death Rate (per 1,000 live births)
Maternal Mortality Rate (per 100,000 live births)

1991/92

1996/97

2001/02

54.0
16.0
515.0

56.1
11.5
539.0

61.9
10

Source: New Era 2004; New Era, IIDS and VaRG, 1993; NFHS 1996.

Table 2.8 presents information on the nutritional status of Nepali children
for various years. These figures indicate that there has been some positive
change in the nutritional situation of children during the past few decades.
For instance, the percentage of underweight children (of age group six to 59
months) was 69.1 in 1975, while this percentage dropped to 48.3 in 2001 (see
Table 2.8).
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Table 2.8. Percentage of Undernutrition Children Under 5

Survey
National Nutrition Status
Survey (NNS)
Nepal Family Health )
Survey (NFHS
Nepal Micronutrient Status
Survey (NMSS)
Nepal Demographic and
Health Survey

Year

Location

Age
group
(mos.)

Prevalence of
Stuntinga Wastingb

1975

National

6-59

69.4

1996

National

0-36

1998

National

2001

National

Underweightc

13.0 d

69.1 d

48.4

11.2

46.9

6-59

54.1

6.7

47.1

0-59

50.5

9.6

48.3

d

Percentage of children with height – for –age <-2 SD from WHO/NCHS growth reference
Percentage of children with weight-for-height <-2 SD from WHO/NCHS growth reference
Percentage of children with weight-for –age <-2 SD from WHO/NCHS growth reference
d
Data taken from WHO Global Database on Child Growth and Malnutrition, 1997 and Far-western
Mountain, *** Mid-western and Far-western Tarai
Source: NDHS. 2001. (p.191).
a

b
c

There has been a notable reduction in early childhood mortality rates in
Nepal, particularly in the second half of the 1990s (see Table 2.9). The faster
decline in mortality in the late 1990s might be attributed to a better coverage
of immunization and improved access to health services during this period.
By the late 1990s, all Village Development Committees (VDCs) had subhealth
posts and the polio eradication campaign, which also helped improve the
general immunization coverage.
Table 2.9. Trends of Selected Early Childhood Mortality Rates
(For the 5-year period preceding the survey)
Particular
Infant Mortality Rate
Child Mortality
Under-Five Mortality

1991

1996

2001

80.1
44.8
121.3

78.5
43.2
118.3

64.4
28.6
91.2

Source: NFFPHS. 1991. (p. 32); NFHS. 1996. (p. 102); NDHS. 2001. (p. 129). (cited in New Era 2004).

Moreover, data indicates clear disparities in early childhood mortality
rates by regions and place of residence. There are significant disparities
between rural and urban areas. Rural areas have much higher childhood
mortality rates compared to the urban areas. Similarly, the mountain region
and the mid-western and far-western development regions have much higher
early childhood mortality rates than the rest of Nepal. Furthermore, an analysis
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of the differentials of IMR indicates that the most significant demographic
factors to affect IMR are birth interval and mother’s age at birth. The sex
differential in IMR appeared to be narrowing over the years.
2. Disability
Based on a recent study (NPC/UNICEF 2001), about 1.63% of the total
population of Nepal suffer from disabilities with estimates of 1.65% in the
rural areas and 1.43% in the urban areas. This suggests that in Nepal more
than 300,000 people can be classified as disabled.5 It was found that most of
the disabled people (31%) had multiple disabilities implying that about 0.51%
of the total population of Nepal are very severely disabled. Furthermore,
disabilities were found to be more prominent among males than among females.
It was also found that 50% of different types of disabilities occurred before
the age of five, suggesting that most of the disability cases were the result of
childhood diseases and accidents.
Two thirds of the disabled persons (68.2%) have no education. In general,
persons with disabilities are not integrated into the schools, in skill training or
in employment promotion programs. There are several government as well as
nongovernment organizations working in the field of disability in the country.
The major government organizations are: the National Planning Commission,
Ministry of Women, Children and Social Welfare, Ministry of Education,
Ministry of Health, Ministry of Local Development, and the Social Welfare
Council. However, the country still requires a lot of efforts to extend the
outreach to encompass everyone with disabilities (NPC/UNICEF 2001).

F. Housing and Physical Infrastructure
Access to drinking water and sanitation facilities in Nepal is relatively poor
compared to other South Asian countries. In particular, Nepal has the lowest
percentage of the population with access to sanitation facilities (25% in 2001/
02) in the whole region. The percentage of the population with access to
drinking water is higher (72.8% in 2001) but still very low by international
standards. More importantly, the water quality is poor everywhere and supply
(of piped water) is largely unreliable (UNDP 2002). The poor quality of
drinking water and sanitation facilities is largely responsible for the high
incidence of water-borne disease in Nepal. Due to lack of a systematic study
on the situation of drinking water in Nepal, information is available only on
5

In this study, a person was considered disabled if s/he could not perform the daily activities
of life considered normal for a human being within the specified age and where the person
needed special care, support and some sort of rehabilitation services. Accordingly, the study
classified disabilities under four broad categories, namely, (a) communication disability, (b)
mobility disability, (c) mentally related disabilities and (d) complex disabilities.
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the gross beneficiary population of piped water supply. Information is not
available at the national level on such details as sources of water supply used,
time taken to fetch water, methods of purification, and others (Sharma and
Bhatta 2003).
Table 2.10. Access to Improved Drinking Water (%)
Residence

1991

1996

2001

Rural
Urban
Total

42.8
89.9
45.9

61.4
84.7
63.4

71.1
86.0
72.8

Source: NFFPHS. 1991. (p. 44); NFHS. 1996. (p. 20); NDHS.
2001. (p. 20). (cited in New Era 2004).

Table 2.10 provides data on the trend in access to drinking water. It
should be noted that access to drinking water as presented above does not
necessarily mean access to safe water. There is virtually no information on
access to safe drinking water in Nepal. The trend in the 1990s shows a gradual
increase in the access to improved drinking water sources. Improvements
observed are basically in the rural sector, which is an outcome of Nepal’s
emphasis on rural drinking water supply. In the urban areas, there has been
virtually no improvement in the access to improved drinking water. In fact,
there is some evidence that the drinking water situation in urban areas actually
worsened over the 1990s. This may be attributed to the high growth rate of
population in urban areas without commensurate investment in basic
infrastructure.
Table 2.11 shows the trend in access to sanitation during the 1990s. It
indicates that access to sanitation improved very slowly over the years and
continued to remain relatively poor at the end of decade. A large gap in access
to sanitation exists between rural and urban areas. Even in 2001, about three
fourths of the rural population and one fifth of the urban population of Nepal
did not have access to sanitation.
Table 2.11. Access to Sanitation (%)
Residence

1991

1996

2001

Rural
Urban
All

16.3
59.4
19.8

17.5
73.4
22.5

24.7
79.9
30.4

Source: NFFPHS. 1991. (p. 44); NFHS. 1996. (p. 20); NDHS.
2001. (p. 20).
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G. Poverty and Inequality
1. Poverty
According to the Nepal Living Standards Survey (NLSS) (CBS, 1996 and
1997), the incidence of poverty in Nepal was about 42% (44% in rural areas
and 23% in urban areas) in 1995/96. The poverty line was estimated to be
NRs4,404 on the basis of a daily per capita calorie requirement of 2,124, average
price level prevailing in 1995/96 for this food basket, and basic non-food
expenditures (NPC 1998). There are wide variations in poverty levels based
on rural-urban divide, geography, gender, ethnic groups, and occupational
castes. Based on the NLSS data, the depth of poverty (poverty gap) at the
national level was estimated to be 0.12. These estimates indicate that poverty
is more rampant, deeper, and more severe in rural areas (NPC 2003).
Table 2.12. Survey: Poverty Measures, 1995/96

Region

National
Residence
Urban
Rural
Ecological Zone
Mountain
Hills
Terai*

Headcount Index
(Population below
the poverty line)

Poverty-Gap Index

0.42

0.121

0.050

0.23
0.44

0.070
0.125

0.028
0.051

0.56
0.41
0.42

0.185
0.136
0.099

0.082
0.061
0.034

Squared-PovertyGap Index

*Terai refers to the Southern plains of Nepal.
Source: World Bank. 1999. Vol. 2. (p. 23).

Based on an exercise undertaken within the NPC in 2000, the most
recent poverty incidence for Nepal was estimated to be 38%. This poverty
estimate was calculated on the basis of economic growth in the last few years
relative to 1996. As this new estimate was not based on any survey, this is
neither comparable with the 1996 survey nor adequate to provide the basis for
poverty analysis (NPC 2003). The survey results of the second round of NLSS
(2003/04) are yet to be finalized.
As for the other aspects of human poverty in Nepal, low levels of all
aspects of human development indicators characterize the current situation
in the country. Despite noteworthy improvements in some of the social
indicators over the last four decades or so, their levels are still low as the
country started with very low indicator values. For instance, the HDI value for
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Nepal for 2003 (based on 2001 data) is 0.499 indicating a low level of human
development even by South Asian standards (UNDP 2003). All countries in
South Asia are better placed than Nepal in terms of HDI value, except for
Pakistan.
Furthermore, the people belonging to the so-called lower caste groups
and ethnic minorities are poorer than those from the so-called higher caste
and certain privileged ethnic groups. The lower caste groups are not only poor
economically, but are also severely deprived of opportunities in other human
dimensions like social and cultural development. Significant disparities in
human development indicators are visible between the lowest caste groups
and upper caste groups (NPC 2003).
As highlighted earlier, in the case of Nepal, poverty is mostly a rural
phenomenon. Since agriculture plays a central role in the lives of the people
in rural areas, agricultural productivity in general, and land ownership and
land quality in particular, are the principal determinants of rural poverty. The
poor not only have less access to land, but they also own less productive land.
Overall, the major causes of poverty can be identified as low economic growth
(particularly low agriculture growth), slow social development, poor physical
infrastructure, a relatively high population growth rate with consequent higher
demands on fragile lands, limited opportunities for nonagricultural income,
absence of good governance, and deep-rooted exclusionary practices.
In order to examine the poverty trend in Nepal, Table 2.13 presents
selected poverty indicators for 1976/77, 1984/85, 1991 and 1995/96. Except
for the 1991 survey, which covered only rural areas of Nepal, all the others
were national level household surveys. As mentioned above, data from the
2003/04 survey is not yet available.
Poverty incidences are not directly comparable across surveys because
of the differences in the definition of the poverty line, survey methodology,
and area coverage. By applying the definitions of the poverty line, income,
and consumption employed in earlier surveys to the NLSS data for 1995/96,
the WB recalculated poverty estimates for comparing the poverty incidences
over time (World Bank 1999). Based on the WB study, a few tentative
conclusions emerged, which suggested that poverty situation in Nepal had
not improved during 1976-1996. Moreover, it suggested that during the same
period the number of people living below the poverty line increased
significantly (see Table 2.13). Furthermore, these comparisons indicated that
there was some improvement in the poverty situation in urban areas, but the
poverty situation in rural areas had not changed significantly (NPC 2003).
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Table 2.13. Poverty Trends

Comparison Between 1976/77 and 1995/96

Poverty Incidence in 1976/77
Poverty Incidence in 1996 (CBS/World Bank 1996)
Comparison Between 1984/85 and 1995/96
Poverty Incidence in 1984/85
Terai
Hills
Mountains
Total
Poverty Incidence in 1995/96 (NLSS)
Terai
Hills
Mountains
Total

Population Below the Poverty Line
(%)
Rural
Urban
Nepal
33.0
44.0

22.0
23.0

33.0
42.0

35.4
52.7
44.1
43.1

24.1
14.5

34.5
50.0
44.1
41.4

37.3
52.7
62.4
46.6

19.2
28.1
14.5
17.8

36.7
50.0
62.4
44.6

Note: National poverty incidence for 1995/96 of 42% was based on the assumption of 2,124 per
capita daily calorie requirement. The poverty incidence of 44.6% is based on 2,250-calorie
requirement (in consistence with the surveys of 1976/77 and 1984/85).
Source: World Bank. 1999.

2. Inequality
Although data on inequality do not appear to be entirely consistent over the
years, the following trends in inequality during the 1976-1996 period can still
be observed:
(i) rural inequality appeared to be slightly lower than urban inequality;
(ii) rural household inequality appeared not to have changed much,
but rural per capita inequality has increased; and
(iii) urban per capita income inequality appeared to have increased at
a rate faster than that of rural per capita income inequality.
Table 2.14 shows an increasing trend in the concentration of income
between 1984/85 and 1995/96. For instance, the share of the bottom 40%
income-group decreased in both rural and urban areas across all ecological
zones with the sharpest reduction in the Hills (by 70% and 92% in the rural
and urban areas, respectively). In contrast, the top 10% income-group increased
its share by factors of 1.6 to 3.55 with the greatest gains in the Hills (2.7 and
3.55 in the rural and urban areas, respectively). These figures show that per
capita income inequality has clearly been rising in recent years.
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Table 2.14. Percentage Share of Per Capita Income by Income Category
and Residence
Income Group
MPHBS 1984/85
Bottom 40%
Middle 50%
Top 10%
NLSS 1995/96
Bottom 40%
Middle 50%
Top 10%

Nepal

Terai

Hills

23
54
23

24
53
23

23
56
21

11
37
52

15
48
37

7
37
56

Rural
Mountains

33
54
13

Urban
Terai
Hills

27
52
21

24
56
20

18
53
29

2
27
71

Source: NESAC. 1998. (see Table 11.5. Economic Indicators Income Distribution in SAARC).

3. Maoist Insurgency and Poverty
During the last eight years, Nepal’s situation has been increasingly deteriorated
by civil unrest between the government forces and the Maoists. Lately, the
Maoists have emerged as a major political/military force, which currently
controls large areas of the country, especially in the remote areas of the hills
and mountains. In recent years, the struggle between the government forces
and the Maoists has become alarmingly violent and brutal. More than 10,000
lives have been lost and the country is virtually facing civil war. Along with the
loss of lives, the Nepali people have witnessed widespread destruction of
property and infrastructure, losses arising from stoppage of work, decline in
most economic activities arising from a general sense of uncertainty and
insecurity, sharp reduction in the service sector like tourism, disruption of
most developmental activities, etc. (Sharma 2003).
Even though the full consequences arising from the escalating conflict
in poverty terms will not be evident for some time, a reasonable assumption is
that the livelihoods of many poor Nepali households have been significantly
disrupted. For instance, the unsatisfactory performance of the agriculture
sector, particularly in rural areas, has caused severe food insecurity. The slow
down in the industrial and services growth (mainly tourism), and fall in
agriculture production in the conflict-hit areas have taken a heavy toll on the
economy and the people. Furthermore, the security expenses have skyrocketed,
which have raised regular government expenditure significantly, thereby,
diverting the limited resources that could have been used for development
purposes. Consequently, the current conflict issue has aggravated the existing
poverty situation in the country (Ibid.).
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III. The Definition of Social Protection in Nepal
The first baseline study on SP in Nepal was undertaken during NovemberFebruary 2003/04 under the auspices of the Ministry of Women, Children and
Social Welfare and financed by ADB. A steering committee was set up with
the joint secretary of the ministry as coordinator and representatives from all
key ministries as members. The committee met several times and discussed a
wide range of issues, which mainly focused on the definition of social protection
for Nepal, profile of risk and vulnerabilities, inventory of social protection
arrangements and pre-conditions for SP reforms in Nepal. One major output
of the study was a baseline report on SP in Nepal (ADB 2004).
The members of the steering committee of the baseline study were given
a number of opportunities over the course of the project to discuss the issue
of an appropriate definition of SP that might be supported in Nepal’s case.
Although the Committee did not agree on a final formulation of SP, there
were a number of underlying concepts on which there was agreement.
(i) The first was that the reference point for SP is poverty. The
concepts of vulnerability and risk analysis were considered useful
tools for focusing priorities and policies; and
(ii) However, the committee believed that it is essential to delineate
the concepts of risk reduction, risk mitigation, and risk coping to
distinguish SP instruments from other policies with poverty
alleviation features. These concepts have been defined as follows:
(a)

(b)

(c)

Risk Reduction: reducing the number of risks people will
face in the future through current investment in the
necessary social and economic infrastructure. Nepal has
invested heavily in risk reduction;
Risk Mitigation: making provision now for managing
unavoidable risks before they are realized in the future. To
date, Nepal has invested only modestly in risk mitigation;
and
Risk Coping: making provision for managing unavoidable
risks at the time they are realized.

In the committee’s view, the reduction, mitigation, and coping of risk
are best achieved by considering risk management measures at two levels:
(i) The first set of measures is designed principally to reduce the
probability of risk realization. This would include, for example,
measures such as the provision of universal education and the
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(ii)

development of economic infrastructure that reduce the
probability of future unemployment and the provision of clean
drinking water that reduces the probability of health damage;
The second set of measures is designed to manage risks once they
are realized. Measures for managing risk realization can be either
ex-ante (e.g. contributory social security schemes) or ex-post (e.g.
social assistance arrangements to assist the indigent aged).

In the steering committee’s view, only the latter measures should be
included in the definition of SP. If this distinction is not made, the concepts
of automatically trigger SP interventions.
In the pre-conditions of SP reform in Nepal, the baseline study has clearly
stated that Nepal’s capacity to establish and sustain effective and efficient
SP instruments depends critically on the following three key factors:
(i)
financing capabilities;
(ii) program monitoring and evaluation capabilities; and
(iii) service delivery capabilities.
There are many similarities between Nepal’s definition and ADB’s
definitions on SP activities, particularly in the inclusion of labor market
activities, social assistance and social insurance programs, direct subsidies to
households for educational and health costs, and emergency relief and programs
targeted at children with special needs. On the other hand, the review of SP
definitions used by the Government and other organizations working in Nepal
suggests that the definition of SP in Nepal’s case should be narrowed down
compared to the ADB definition. This is particularly relevant in the case of
area-based and Child Protection subcomponents, where ADB includes
programs for small-scale community level infrastructure as well as nutrition,
health education, immunization, and pre-schooling that are not included in
definitions currently prevailing in Nepal.
Another important issue in this regard is how the feasibility of quantifying
the relevant SP programs and activities that fall within the definition of SP
can be ensured. Obtaining the required information is difficult given the
multiplicity and varied nature of current projects and programs and the very
wide range of implementing agencies. Estimating annual costs and numbers
of beneficiaries is not straightforward for projects and programs designed to
improve the social and physical infrastructure of targeted communities. In
many cases, implementation and expenditure are phased over a number of
years. Furthermore, there are cases where the population continues to benefit
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from the resulting infrastructure and technical assistance (e.g. agricultural
extension services) for many years, despite the formal completion of the project.
Such considerations apply particularly to area-based improvements.
In this context, it should be noted that ADB’s Progress Report on the
Social Protection Strategy (ADB 2002) provides a somewhat contradictory
picture. Although projects listed in Appendix 3 as being SP projects provide a
very wide portfolio, footnotes to the tables tend to imply a more restrictive
approach.6 A review of major activities undertaken reveals an emphasis on
labor and vulnerability issues as well as on the targeting of vulnerable groups.
SP training provided has also been targeted at topics such as labor standards/
legislation and social security and assistance. There is a similar emphasis in
the appendix to this report, where the incorporation of basic labor-protection
measures in a wide variety of projects is highlighted. The implication is that
the ADB’s SP activities cover a narrower and more “traditional” range than is
implied by the definition of SP it has adopted.
The definition of SP to be used for this study is: “The set of policies and
programs that enable vulnerable groups7 to reduce, mitigate and/or cope with
the risks associated with their particular circumstances and that do not fall
under activities normally associated with other sectors such as rural
development, basic infrastructure, health and education, and that are both
targeted at these groups and involve cash or in-kind transfers.”
A detailed discussion of the definition including ADB’s definition of SP
can be found in the forthcoming section Social Protection Index and
Multicountry Analysis of this book. Based on the above definition, Table 3
contains a schedule of the types of programs that are considered to fall within
the above definition. The table also indicates those programs falling within
the ADB’s categorization of SP activities that will not be considered in this
study. The latter primarily include programs that involve the construction of
physical or social infrastructure and integrated community development
schemes and programs that traditionally fall within the education and health
sectors, e.g. primary and pre-school education, immunization, health and
nutrition education, pre- and post-natal care.

6

7

For instance, under Child Protection Programs (Table 5, Appendix 3), the footnote states
that “basic education … projects are normally excluded.” Yet the table includes the Laos
Basic Education (girls) project.
The primary target groups for social protection policies, which reflect ADB’s definition of
social protection, are the unemployed/ underemployed, the elderly, the sick, those affected
by natural disasters, the poor, the disabled, and children with special needs.
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Table 3. Inclusion/Exclusion of Social Protection Programs
Component/ Subcomponent
of Social Protection
Labor Market Programs
Direct Employment-Generation
(microenterprise development and
public works)
Labor Exchanges and Other Employment
Services
Skills Development and Training

Labor Legislation (including minimum
age, wage levels, health and safety, etc.)
Social Insurance Programs
Programs to Cover the Risks Associated
with Unemployment, Sickness,
Maternity, Disability, Industrial Injury,
And Old Age
Health Insurance
Social Assistance and Welfare Programs
Welfare and Social Services Targeted at
the Disabled, the Indigent, Those
Affected by Disasters, and Other
Vulnerable Groups
Cash/In-Kind Transfers (e.g. food stamps,
health cost exemptions or subsidies)
Temporary Subsidies For Utilities,
Housing, etc.

Included/
Excluded

Included

Includes loan-based programs to
support small businesses, etc.

Included

Including retrenchment programs

Excluded

Unless targeted at particular
groups, such as the unemployed or
disadvantaged children
Not amenable to quantification

Included

Included

Included
Included

Included

Included

Only if imposed in times of crisis
and if targeted at particular
vulnerable groups. General
subsidies are excluded even if their
rationale is to assist the poor.

Included

Microfinance seen as an important
aspect of SP. Mainstream rural
credit programs will be excluded.
Agricultural insurance will be rarely
affordable and therefore, targeted
at the most vulnerable farmers.
Except where direct transfers to
households occur
Reconstruction of physical
infrastructure is excluded.
De-mining programs included.
Number of beneficiaries not
amenable to quantification

Micro and Area-Based schemes
Microinsurance/Microfinance Schemes

Agricultural Insurance
Included

Social Funds
Excluded
Disaster Preparedness and Management
Included

Child protection

Comments

Not amenable to quantification
continued next page
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Table 3. Inclusion/Exclusion of Social Protection Programs (continued)
Component/ Subcomponent
of Social Protection
Child Rights and Advocacy/Awareness
Programs Against Child Abuse, Child
Labor, etc
Early Child Development Activities

Educational Assistance (e.g. schoolfeeding, scholarships, fee waivers)
Health Assistance (e.g. health cost
reduced fees/subsidized medicines for
vulnerable groups)
Family Allowances
Street children/child worker/orphan
initiatives

Included/
Excluded
Included
Excluded

Included

Comments
Direct assistance for health and
education would be included in
following categories. Otherwise,
these programs fall within basic
health and education programs,
which are excluded.

Will generally be included under
social assistance

Included
Would not include transfers
through the tax system
Included
Included

Source: Authors.

IV. Current Social Protection Activities and Programs
A. Introduction
This chapter presents an overview of current SP activities and programs in
Nepal. The programs and activities described here include the major programs
operated by government agencies, national nongovernmental organizations
(NGOs) and international nongovernmental organizations (INGOs). The
descriptions aim to present the main features of the programs as well as the
key quantitative information required to construct an SPI for Nepal. It is,
however, not always possible to quantify the SP activities of some programs;
in these cases, descriptions in such cases are limited to qualitative discussions.
The key quantitative variables8 required for constructing an SPI are the
cost/expenditure of the programs, the number of beneficiaries served by the
programs, the number of the program beneficiaries who are poor, and the
amount of program expenditure going to poor beneficiaries. Except for
information on program expenditure, only a small subset of the required data
is readily available from published sources. The main source of information
for government SP expenditures is the “Estimates of Expenditure,” a Ministry
8

For details see the forthcoming section Social Protection Index and Multi-Country Analysis
of this book.
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of Finance (MOF) publication commonly referred to as the Red Book (MOF
2002 and MOF 2004). Expenditure information for INGO programs has been
obtained from the MOF document entitled “Statement of Technical and Other
Assistance” (MOF 2004b). Unless otherwise stated, all the other information
cited in this chapter comes from discussions and meetings with relevant
officials and experts and unpublished reports.
The remaining sections of this chapter are structured around the
components and subcomponents of ADB’s definition of SP listed in Table
3.1, i.e. labor market programs, social insurance programs, social assistance
and welfare programs, micro and area-based schemes, and child protection
programs.

B. Labor Market Programs
1. Labor Legislation and Standards
The labor market standards currently in place cover only the formal sector
workers, who constitute less than 5% of the labor force (CBS 1999). The main
legislation that deals with labor standards is the Labor Act. Introduced in
1992, this Act has provisions for regulating the working conditions of formal
sector workers. It covers issues related to job security, working hours and
conditions, wage rates, collective bargaining arrangements, occupational health
and safety, and anti-discrimination provisions. There are, however, no
regulations governing the working conditions of workers in the informal sector
except for a NRs60 per day minimum wage requirement for agricultural workers
introduced in 2000.
According to the labor regulations, workers in the formal sectors are
entitled to the following benefits:
(i) automatic permanency of employment after working with the same
employer for 12 months and protection against unfair dismissal
from employment;
(ii) working hours limited to a maximum of eight hours a day with rest
breaks every five hours, six days a week;
(iii) collective bargaining rights and rights to union membership;
(iv) minimum wage provisions, annual salary increment in line with
inflation, and time-and-a-half payments for overtime;
(v) prohibition of gender-based discrimination and provisions against
the exploitation of minors and women in hazardous work; and
(vi) provision of occupational health and safely standards.
The objective of the Labor Act is to ensure compliance with international
labor conventions. Unfortunately, enforcement of labor regulations is a big
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problem and there is a high degree of noncompliance both in the formal and
informal sectors. Although an inspectorate managed by the Ministry of Labor
and Transport Management does exist for the purpose of identifying and
addressing compliance failures, it is largely ineffective.
2. Active Labor Market Programs
As part of its poverty alleviation and human resource development strategies,
Nepal pursues a range of what can be described as active labor market programs.
Some of such programs include women-only initiatives as part of gender equity
programs (e.g. Women’s Development Program). Also, some special
arrangements have been made for the rehabilitation of women and children
who have been involved in either exploitative labor or human trafficking
activities. In addition, active labor market approaches are employed as part of
structural adjustment processes concerned with the privatization of StateOwned Enterprises (SOEs) (ADB 2004).
These programs, in most cases, are centrally sponsored by a number of
government ministries within the framework of the development planning
processes of the National Planning Commission. However, actual program
activities are undertaken in financing and service delivery partnerships with
international agencies such as the ILO, UNDP and UNICEF, international
donor agencies, and the NGO sector. Detailed program planning and general
management oversight usually is provided at the local level by district
development committees in consultation with local communities and financing
partners.
In the earlier study of SP in Nepal (ADB 2004:106), active labor market
programs in Nepal’s case were categorized under the following headings:
(i) income-generating activities, including the formation of microenterprises;
(ii) job creation programs as part of public works infrastructure
projects;
(iii) vocational education and training initiatives; and
(iv) assistance for economic migrants.
a. IncomeGenerating Activities
Income-Generating
Income-generating programs are among the most important SP programs for
informal sector workers in Nepal. These programs attempt to help poor and
marginalized individuals and groups to generate income by providing access
to microcredit and technical training. The goal is to assist such individuals
and groups to establish micro-enterprises, diversify farm production, and
extend their assets. These programs are often targeted towards women workers

060150 SPI Pub-Nepal 5.pmd

241

30/06/2006, 3:27 PM

242

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

and disadvantaged minorities. Hence, apart from improving the economic
status of the participants, they also help to promote gender and social equity.
As microcredit provisions are an integral part of most of these programs, they
will be discussed further when describing microcredit activities later in this
chapter. Lately, particularly since the 1990s, several poverty-reduction
interventions have started incorporating the income-generating components.
b. Direct Employment Creation
Direct employment creation in Nepal is accomplished mainly through public
works infrastructure at the local level and through SOEs. There are two main
sources of funding for public works projects. The first is the Food for Work
Program handled by the national government. The second is a block grant,
provided for general purposes, of NRs500,000 paid by the national government
to each of the VDCs. Most of these funds are supposed to be spent on local
infrastructure projects and in the process, employment opportunities are made
available to poor people living locally. However, critics argue that this usually
doesn’t happen in practice as funds get misused. In addition, INGOs and
NGOs directly provide active labor market services on their own initiatives.
The Food for Work Program gives cash and in-kind payments to the poor
in return for work done in labor-intensive public works projects. Lately, the
program is better termed as the Rural Community Infrastructure Works
(RCIW), as the focus has been shifted towards building rural infrastructure at
the community levels such as rural roads and similar other projects. Currently,
this program covers 30 of the 75 districts in the country. The Ministry of
Local Development and the Ministry of Forest and Soil Conservation
administer it through local level government bodies. In the fiscal year 2002/
03, an estimated 50,000 households received food aid through this program
(WFP 2003).
In 2002/03, the total annual budget for RCIW was about $7.8 million
out of which the government contributed about $1.2 million or about 15% of
the total budget (see Table 4.1 below). Table 4.1 also shows that the actual
expenditures of RCIW matched the availability of funds. Of the total
expenditures of RCIW, 50% were wages paid primarily by rice, while 18% was
spent on construction materials.
c. V
ocational Education and T
raining
Vocational
Training
There are 11 trade schools and 118 private technical training schools that
provide vocational education and training in the nation. These schools are
supervised by the Council for Technical Education and Vocational Training.
Some VDCs and municipalities also operate vocational training facilities. As
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Table 4.1. RCIW: Contribution of Funds by Donors and Expenditures
Item
A. Contribution of FundsHMG/N
(central & local government)
German Government
British Government
WFP (various donors)*
Others (SNV, SDC, DANIDA)
Total
B. Expenditures
Wages for laborers
Construction material costs
Social mobilization and economic empowerment
Capacity-building
Technical assistance
Government services
Total

Amount ($ million)

(%)

1.2

15

1.2
1.0
3.8
0.6
7.8

15
13
50
7
100

4.0
1.3
0.6
0.5
1.0
0.4
7.8

50
18
9
6
12
5
100

RCIW = Rural Community Infrastructure Works Program (food-for-work).
*WFP donors for RCIW include the Governments of Britain, Canada, Germany, and Norway.
Source: HMG/WFP/GT. 2002/03. Annual Report: Rural Community Infrastructure Works Program.

part of these programs, 100 severely disabled people are also provided with
vocational and skill development training annually.
d. Assisted Economic Migration
Motivated by the need to boost foreign exchange earnings and provide
employment opportunities for Nepali youths, the Government announced in
the Tenth Plan (2002-2007) that it would provide loans, at subsidized interest
rates, to assist individuals traveling abroad for foreign employment. As part of
this provision, mostly conflict-hit people and particularly women are given
higher priority. Also, under this program, loans of up to NRs100,000 are available
to economic out-migrants. Similar incentives have also been offered to Maoist
rebels in the country to motivate them to lay down their arms. While these
loan facilities help the economic migrants and the remittance economy, the
Government has been criticized for not actively working to protect these
workers from exploitation of foreign employers and from unscrupulous local
agents. As part of this program, a total of 150 youth migrants have already
been provided subsidized loans in order to assist them in pursuing foreign
employment opportunities as of August 2004.
3. Affirmative Action Programs
The few legislatively based affirmative action programs that exist in Nepal
are mainly targeted towards the following traditionally disadvantaged
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population groups: women, disadvantaged caste/ethnic groups, and people
with disabilities. It should be noted, however, that even when affirmative
action provisions exist, they do not often help the targets because of
implementation problems. Nevertheless, affirmative action has featured
prominently in the Ninth and Tenth Five-Year Plans of Nepal and continues
to be an issue of importance to government policymakers and the donor
community.
The Agricultural Perspective Plan has specified that 25% of employmentoriented training seats and 20% of new jobs in agriculture should be set aside
for women. Similarly, the Local Self-Governance Act (1999) requires that 20%
of the seats in local government bodies at the Ward and VDC levels be reserved
for women. Many of the 40,000 or so women elected in these local bodies
have benefited from this Act. There are also some quotas for women at the
District Development Committee (DDC) and municipal levels. Another
legislation that has special provisions for women is the Civil Service (First
Amendment) Act, 1998. The privileges accorded to women under this act
include a lowering of the maximum age restriction for joining the Civil
Service—a 50%-shorter probationary period compared to men and a shorter
minimum service period for promotions. The Act also removes age limits for
women for first and second class officers’ posts in universities and government
corporations. In order to increase the representation of women in the Civil
Service, the Administrative Reforms Committee has recently approved
reserving 20% of the seats for women for a five-year period. Additionally,
Ministry of Women, Children and Social Welfare has been offering special
coaching classes to women preparing for the Civil Service examinations.
Other government initiatives aimed at bringing more women into the
formal labor market include the Labor Act, 199; Labor Rules, 1993; and recent
decisions by the Government to create both combatant and noncombatant
positions for women in the Royal Nepalese Army. The Labor Act and Labor
Rules seek to provide equal employment opportunities for women in the private
sector and give special privileges to employed women. For example, they require
organizations with more than 50 women employees to have provisions for
maternity leave and breastfeeding breaks for nursing mothers.
There are only a few affirmative action programs targeted towards
disadvantaged caste/ethnic groups and people with disabilities. The
Administrative Reforms Committee referred to earlier has approved quotas in
the Civil Service for disadvantaged caste/ethnic groups along with reservations
for women. More specifically, the Committee has decided that 10% and 5% of
the Civil Service seats should be reserved for the Dalits and ethnic minorities,
respectively. In addition, the Government has also established the Dalit
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Development Commission and the National Foundation for the Development
of Indigenous Nationalities to assist these disadvantaged groups.
In regards to people with disabilities, the Special Education Council has
made provisions for 2,000 trained teachers and special classes for around 10,000
children with disabilities. The government has also agreed, in principle, to an
action plan presented by “The National Federation of the Disabled” that would
introduce affirmative action initiatives similar to those offered to women. If
implemented, these initiatives would introduce a 5% employment quota in
both the public and private sectors. Some of the other initiatives in the action
plan include special quotas for people with disabilities in primary and secondary
schools, greater participation in local and national government decision-making,
residential and community care facilities, free health services, and income tax
and transport concessions. One of the important legislations affecting people
with disabilities is the Disabled Protection and Welfare Act 1982.
Unfortunately, this Act has not been able to provide any substantial assistance
to people with disabilities in practice. The baseline report of Nepal’s SP also
highlights that people with disabilities have yet to receive attention by way of
substantive programs of affirmative action. For instance, some employment
on the basis of disability is offered by the Civil Service but at lower levels and
usually without permanency (ADB 2004).
4. Bonded Labor Program
Although bonded labor has been legally abolished in Nepal, informal bonded
labor arrangements continue to exist. The number of individuals working in
bonded labor conditions has been estimated to be as high as 200,000 (Sharma
and Upadhyaya 2001). The most widely known formal bonded labor system in
Nepal, the Kamaiya system, was officially abolished only in July 2000. The
Bonded Labor Act, which freed the Kamaiyas from their bonds, also has
provisions for returning mortgaged property to former bonded laborers and
engaging them in income-generating activities. But these provisions have not
been fully implemented. Hence, many of the former Kamaiyas, who constitute
around 10% of the bonded laborers in Nepal, survive by participating in the
Food for Work program financed by the World Food program. Almost all of
these former bonded labor groups are poor, based on the official poverty line.
One major initiative in this regard has been taken by the ILO as part of
its “South Asian Debt Bondage Project.” Under this project, ILO has been
attempting to address these concerns by establishing loan facilities through
microfinance institutions and support with sanitation, education, health care,
income-generating opportunities, and empowerment programs to prevent
vulnerable households again falling into the trap of bonded labor. As
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stated earlier however, even after the theoretical emancipation of the bonded
labor system in July of 2000, provision of land for food security remains a significant
unresolved problem. The situation of those other than the Kamaiyas
who are working under bonded labor conditions are yet to be addressed
in any substantive way (ADB 2004).

C. Social and Health Insurance Programs
1. Work Injury Insurance
Work injury insurance was introduced in Nepal in 1959. Under the Civil
Services Act and the Labor Act, it is available to mine workers and employees
of enterprises with 10 or more workers. The objective of the insurance program
is to provide compensation to workers injured or killed during the course of
their work. The scheme is financed by employers through direct payment of
insurance premiums to private insurance companies. While the coverage of
Civil Servants and other government employees under this framework is
automatic, many eligible private sector employees are not covered due to
noncompliance on the part their employers. The benefits provided to Civil
Servants and other government employees include paid leaves, payment of
full medical expenses, lump sum payment of pension, NRs10,000 plus 20% of
monthly salary where employment termination is necessary, death benefits,
and a NRs700,000 lump sum payment to the families of security personnel
killed in the line of duty while fighting the ongoing Maoist insurgency. The
benefits for non-Civil Servants include payment of full medical expenses if
hospitalized, and half of the expenses if not hospitalized, lump sum payments
of up to five years’ salary for certain injuries, and death benefits (ADB 2004).
2. Citizens Investment Fund
Introduced in 1990 under the Citizens Investment Fund Act 2056, this
program is administered by the Citizens Investment Trust. Participation in
this program is voluntary and it provides members with tax-deferred
investment opportunities for their retirement savings. Although the program
is currently available only to formal sector workers, there are plans to expand
the coverage to the informal sector as well. The investment options offered
by the Fund are as follows:
(i) Employees Savings Growth Scheme: employees make a monthly
contribution of 5% to 10% of their salary for five to 10 years;
(ii) Gratuity Scheme: employees can take termination payments
(gratuities) in place of regular pension payments;
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(iii) Investors Account Scheme: investors choose the mix of investment
made on their behalf by the Fund, but they cannot access their
investments until retirement;
(iv) Company Pension Schemes: the Fund manages the money, but
the companies take responsibilities for paying the benefits; and
(v) Flexible Retirement Savings Plan for self-employed people.
At present, approximately, 87,000 members are covered through various
schemes provided by the Trust.9
3. Employees Provident Fund
This Fund was introduced in 1962 to provide financial support to the formal
sector employees upon retirement. The coverage is compulsory for all
government employees and organizations with 10 or more workers also have
the option of participating in the scheme. The Fund has around 380,000
members. The Fund is financed by contributions from the employees and the
employers and from the returns on its diversified investments.
Lump sump benefit payments are made to members upon retirement or
early termination of employment and to survivors in cases of death of the
employee contributor. The benefits include the contributions made by the
employee and the employers plus interest earnings. The Fund also has
provisions for paying a lump sum of NRs50,000 in the case of permanent
disability or accidental death of an employee contributor. Another benefit
provided by the Fund is borrowing privileges to members—they can borrow
up to 90% of their equity at a low interest rate, and can also get loans educational
and housing purposes. The total benefits paid by the Fund in 2001/02 were
around NRs32 million.
4. Civil Service Pension Scheme
Unlike the Employees Provident Fund, which is available to both the
government and nongovernment organizations, the Civil Service Pension
Scheme is available only to civil servants, employees of government-owned
enterprises, personnel of the armed services, and teachers of government
schools and universities. Administered by the MOF, this scheme provides
monthly retirement pensions based on the years of service and the salary at
retirement. The pension amount increases with the movement of salaries for
current employees. In order to qualify for these monthly pension payments,
civil servants must have completed at least 20 years of service. For members
9

Based on information received from the Trust.
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of the Armed Forces, the minimum number of years of service required is only
16 years. Lump sum gratuity payments are made to retirees who have not
completed the minimum years of service. The total annual expenditure on
this scheme for 2003/04 was approximately NRs3.15 billion. During 2002/03,
approximately 103,125 pensioners received benefits from the Civil Service
Pension Scheme.
5. Microinsurance
Lately, some of the major institutions that primarily deal with microfinance
(e.g. Nirdhan Utthan Bank and other Rural Development Banks modeled after
the Grameen Bank) have started offering microinsurances, particularly in the
area of livestock and health. The microinsurance schemes that exist in Nepal
currently include livestock insurance, life insurance, and health insurance.
Livestock insurance scheme was introduced in Nepal in 1988 by the
Deposit Insurance and Credit Guarantee Corporation. The insurance scheme
guarantees a payment of 80% of the insured value of the livestock if they die.
Of the insurance premium, which is set at 6% of the purchase price of the
animals, 50% is paid by the government. In spite of this facility, however, the
slow process of settlement of losses in this scheme has resulted in limited
enrolment of potential participants. Consequently, only 8,000 farmers had
purchased livestock insurance by the year 2000. Another livestock insurance
scheme, the Small Farmer’s Development Program, was launched in Nepal in
1998 by the Agricultural Development Bank. Although the government
finances 50% of the premium in this program as well, the premiums are set at
a higher level than in the other program (10% of livestock value). This scheme
had provided 629 households with livestock insurance. Other smaller insurers
in the market are the Swabalamban Bikas Bank and the Nirdhan Utthan Bank.
Only a very small fraction of the population in Nepal has access to life
insurance. One life insurance scheme targeted at rural laborers and subsistence
farmers is the Joint Relief Scheme operated by the Central Regional Grameen
Development Bank Ltd. since 1999. Provided on a group insurance bases, this
scheme has around 19,000 policyholders. The Center for Micro Finance has
also been operating a life insurance scheme since 2000. This program has only
800 subscribers so far.
Health insurance coverage is even more limited than life insurance
coverage in Nepal. Adequate access to health care is also still a luxury for most
Nepalis, especially for women. One approach to providing low-income people
with resources for health care is through microinsurance. Accordingly, the ILO
has been supporting government, trade unions, employer organization, NGOs,
and health providers to establish gender-sensitive health microinsurance
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schemes in five districts. The BP Koirala Institute of Health Care also has a
health microinsurance scheme that is available to any organized group. The
groups serve as intermediaries between the insured group members and the
insurer. In order to make the scheme accessible to a maximum number of
people, differential premium rates are applied to rural and urban contributors
and discounts are provided to families with six or more contributing members.
In 2003, around 18,000 individuals (2,500 households) had subscribed to
this program.
Several schemes also exist for providing communities and individuals
with subsidized pharmaceuticals, health clinic services, and hospital referral
services. The Public Health Concern Trust, for example, has established the
Kathmandu Model Hospital as a partner institution to provide subsidized
services to small communities. It has also partnered with the General
Federation of Nepalese Trade Unions (GEFONT) to provide similar services
to both union and non-union workers. So far, the take-up of this arrangement
has been limited. But GEFONT hopes to increase participation to 50,000
members by expanding the scheme to locations outside Kathmandu.
One recent ILO study has compiled information on several schemes of
microinsurance in Nepal. Based on this study (which is still ongoing), a total
of 448,000 people are benefiting from these various forms of microinsurance
schemes operated by nongovernment organizations. These schemes are almost
always linked to microcredit programs (ILO 2004).
6. Health Care
Civil servants, police, and army personnel are provided with medical benefits
as a condition of service with the value of benefits being capped under a formula
related to salary levels (see ADB 2004 for details). For others, health costs are
the responsibility of the individuals, but charges in public facilities are generally
lower than those applied by private providers. The Ministry of Health estimates
that 70-75% of current health costs are met directly by patients. The exception
is that needy recipients of Senior Citizens Allowance are entitled to free
medical and hospital treatment, financed by earmarking 5% of general purpose
block grants to local governments.
Lately, the Government has conceptualized a Community Health
Insurance Scheme to be undertaken as a pilot project in eight districts. The
scheme will be based on voluntary participation and will be contributions-based,
with the Government (and donor support) making up the balance of the cost
that is estimated to be NRs10 million a year. The main benefit offered by the
arrangements is to be a 20% premium subsidy for the poor. The proposed project
aims to cover a total of almost 70,000 persons in the eight districts (ADB 2004).
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7. Road Accident Compensation
The Ministry of Labor and Transport Management/Traffic Police administers
some road accident compensation programs in Nepal under the Motor Vehicles
and Transportation Act 1997. There are three types of such programs currently
in operation: (i) Motor Vehicle Passenger Accident Insurance, (ii) Transport
Workers Accident Insurance, and (iii) Third Party Insurance. The objective of
the first two insurance programs is to provide compensations to individuals
injured in transportation accidents and to the dependents of individuals killed
in such accidents. The Motor Vehicle Passenger Accident Insurance covers
only the passengers in public transport, while the second insurance scheme
covers drivers, handle boys, helpers, cleaners, and others employed in public
transportation services. The compensations can range up to NRs50,000 in
the case of passengers traveling in public transport vehicles; up to
NRs150,000 for drivers; and up to NRs100,000 for other victims of transport
accidents. The third program, Third Party Insurance, provides compensation
to other people injured or killed in motor accidents and also pays for damages
to property.

D. Social Assistance Programs
The main social assistance programs are shown in Table 4.2, including those
targeted at the disabled. Information on the most important is provided below.
1. Senior Citizen’s Allowance
This program aims to support the aged and their family-based support systems
by providing monthly cash payments of NRs150 per month10 to persons aged
75 years or above, regardless of their economic status. The minimum age for
receiving support is only 60 years in the case of persons who are widowed and
destitute. The program also has provisions for supporting severely disabled
persons aged 16 years or more. The allowance for these last two categories of
recipients is NRs100 per month. Available statistics indicate that 195,000
aged people; 230,000 widows; and 3,700 disabled people received allowanced
in 2001/02. It is not clear what fraction of the population satisfying the
widowhood and disability criteria benefited from the program. In the year
2002/03, the total beneficiaries of this program were 429,738, which included
senior citizens, widows, and people with disabilities. In the same year, 180
child victims of the ongoing conflict situation in the country were provided
allowances under the immediate relief program.
10

Based on this year’s budget speech by the Finance Minister, this amount has been increased
to NRs175 per month (MOF 2004).
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Table 4.2. Major Social Assistance Programs and Number of Beneficiaries, 2002/03
Social Assistance Program
Government Programs
Targeted to the senior
citizens, poor, widows,
conflict-hit children

SP Subcomponent

No. of Beneficiaries

Senior citizen treatment allowance
for elderly
Allowances to senior citizens and
widows

499
428,970

Social Welfare Centers
Old Age Homes
Allowances to conflict hit children
under immediate relief program
NGO/INGO/Multilateral
(UNDP and others)

Social assist thru housing assistance
Total Social Assistance

Disability Programs

1,038
431,161

Allowances to disabled people
Skill development training for
disabled Fund for Disabled People
Various support programs to people
with disabilities

NGOs/INGOs/Other
Organizations

205
269
180

3,696
1,937

27,000

Source: Various.

In terms of administration of the program, the Ministry of Women,
Children and Social Welfare makes policies at the national level, while local
bodies under the direction of the Ministry of Local Development handle
implementation. In 2002/03, the total annual expenditure for the social
assistance programs was around NRs662 million.
2. Residential Aged Care
Recognizing the increasing erosion of traditional family support systems for
the aged as a result of the socio-economic and cultural transformations in the
country, the government program aims to provide free or low cost housing and
personal care services to senior citizens, who are over 60 years old and are
incapable of self-support. Altogether 25 fully government-financed old age
homes are operating in the country, they serve around 600 senior citizens.
Similarly, there are 15 homes that are funded by a combination of government
grants, member fees, and support from NGOs in 2003. The total annual
expenditure of government old-age homes is NRs3.9 million.
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3. Ganesh Man Singh Peace Campaign
Introduced in 1999 and administered by the Ministry of Home Affairs, this
program is designed to assist noncombatant victims of Maoist activities and
the families of these victims. In order to receive assistance, the conflict victims
must have suffered injury, death or property losses and must not be Maoists
themselves. The benefits include assistance with housing and resettlement,
treatment of injuries, allowances for the families of those killed, scholarships for
surviving children, and assistance with foreign employment for those affected
families. The total annual expenditure on this program is NRs50 million.

E. Micro-/Area-Based Schemes
1. Microcredit and Microenterprise Development
Microcredit can play an important role in the lives of the poor both by making
available much needed resources for further developing economic activities
and by providing money to meet regular and emergency consumption needs.
Microcredit initiatives began in Nepal in 1956 and were formalized under the
Cooperatives Act of 1959. But in spite of a relatively long history, microfinance
initiatives cover only a small percentage of the population. For example, it is
estimated that approximately 80% of rural credit is still obtained from
moneylenders charging interest rates as high as 60%.
Microcredit facilities were expanded in 1963 with the establishment of
the Cooperative Bank (now the Agricultural Development Bank), which has
assisted some 152,000 small farmers across the country. More recently, Nepal
Rastra Bank (Nepal’s Central Bank) has taken further steps to expand
microfinancing opportunities by instructing commercial banks to reserve at
least 7.5% of term lending to the poor and disadvantaged and by providing
loans directly to rural self-help groups. While Nepal Rastra Bank’s direct loans
have covered more than 6,000 poor individuals, it is not clear to what extent
commercial banks are complying with this requirement.
There are also a number of Grameen Bank-type institutions providing
credit to the poor in Nepal. The most prominent among these institutions—
Nirdhan Bank, SB Bank, Chimmek, and Deprosc Bank—collectively disbursed
around NRs3000 million in loans to about 236,000 households. Similarly, the
Rural Self Reliance Fund has provided credit worth NRs73.7 million covering
over 48,000 people.
Although microenterprises are urban-based in most countries, the Nepali
government, in collaboration with UNDP, is actively trying to promote them
in the nation’s rural areas as well. The Ministry of Industry, Commerce, and
Supplies has accordingly established the Micro-Enterprise Development

060150 SPI Pub-Nepal 5.pmd

252

30/06/2006, 3:27 PM

NEPAL

253

Program (MEDP) as a partnership between UNDP and the Agricultural
Development Bank Nepal. The aim of this training program is to equip program
participants with the necessary skills for enterprise development and also help
them secure necessary credit and activate their enterprises. The program
helped around 1,700 entrepreneurs to achieve an annual income level of
NRs12,298 in 2002. So far, the participation rate in this program is quite low,
especially among women.
2. Area-Based Health Programs
The Community Drug Program, operated in 30 districts, currently provides
funds for the initial stocking of community pharmacies where drugs are
provided at subsidized rates. Particularly in localities remote from formal
treatment services, the Government sponsors the Women’s Health Volunteer
Program that provides training in basic first aid and healthy lifestyle advice to
some 50,000 women volunteers. Arrangements have been established in 13
districts also to provide medical (first aid) kits containing a small range of
basic pharmaceuticals for some 250,000 households.
3. Traditional Family and Community Support Systems
The traditional family and community-based support systems are mostly
informal in nature and therefore, are not included among the SP programs
represented by the different indices being developed in this study. Most of
these traditional systems are either getting increasingly marginalized or are
proving to be insufficient to support their communities in today’s changing
times. Nevertheless, they continue to provide some degree of SP to a significant
number of people in the country. Hence, it is worthwhile to gain an
understanding of the support mechanisms employed by these traditional SP
“programs.” Brief descriptions of some of the major traditional organizations
and institutions of relevance are presented below (ADB 2004).
Guthi. The term Guthi in the Newari language means living together
in mutual trust and self-service. The Guthi system has traditionally been
practiced by the Newar community of Kathmandu Valley to collectively manage
temples and religious institutions, conduct religious and cultural activities,
and help each other in times of need. Guthis can be clan-, lineage- or territorybased. They are supported by the physical resources contributed by its members.
Dhik
ur
Dhikur
ur.. Dhikurs are traditional rotating credit associations that are
popular among most hill communities of Nepal. They enable members to
raise capital for income-generating activities, even where modern credit
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institutions are able to provide assistance. Typically, each Dhikur has a
coordinator, who is responsible for calling meetings, keeping records, collecting
contributions and fines, and distributing funds to members.
Parma. Parmas are agricultural labor exchange associations found among
the Gurungs of western Nepal and the Limbus of eastern Nepal. Forms of
Parma are also practiced by agricultural communities in the Tarai belt. At times,
labor exchange in the Parma system is performed for immediate reciprocity as
in the case of planting and harvesting seasons. In other cases, labor might be
contributed to help others in tasks that might not be reciprocated immediately.
It is assumed that each family receiving labor assistance through the Parma
system will contribute the same amount of labor to others in the long run.
Rodhi. Practiced by the Gurungs of western Nepal, Rodhis are community
meetings that provide social, cultural, and vocational support for young people.
Apart from providing an environment where young girls and boys to socialize
in the evening, Rodhis also function as centers where exchange of information
about income-generating activities takes place and older community member
pass on traditional home industry skills to members of the new generation.
Aama Samuha. Aama Samuhas or mothers’ groups originated in the
Gurung communities of western Nepal to provide social, cultural, and
vocational support to women whose husbands went abroad to serve in the
British and Indian Armies. In recent years, many NGOs and donor agencies
have utilized the concept of the Aama Samuha to empower women and promote
savings and credit programs.
Tiho and Gola. These too are systems practiced by the Gurung
community. Tihos are informal village assemblies that function informally to
manage natural resources, agriculture and irrigation, and animal husbandry.
They also mobilize Gola or voluntary labor for community construction projects.
Bheja. Bhejas are voluntary community associations prevalent among the
Magars of western Nepal. They provide support for religious and agricultural
activities, resource management, cultural activities, and conflict management.
Pancha Bhaladmi and Dharma P
anchayat. These are political self-help
Panchayat.
groups and local councils found among the Thakalis of western Nepal. They
perform political, social, cultural, religious, legal, and judicial functions.
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Posang and Mirchang. Both these voluntary organizations are unique to
the people of the Mustang district in western Nepal. The primary functions
of Posangs include supporting cultural and religious activities, dispensing
justice, and conducting a population census of the community every three
years. Additionally, they also provide support in economic areas such as
agriculture, irrigation, and animal husbandry. Mirchangs, on the other hand, are
formed to manage natural resources, particularly forests. The Mirchangs made
unwritten rules and regulations concerning the use of forest resources like the
prohibition of unauthorized entry into forests. Mirchangs have largely been
displaced by now by the USAID Resource Conservation and Utilization Project.
Khyal. Khyals are public forums for community discussions and resolution
of community issues among the Tharus of the western Terai region.
Chattis Mauja Irrigation System. Originally associated with the Tharu
community of Rupandehi district in the Terai, this community irrigation
management system has members from many other castes and ethnic groups
as well. The system consists of an elected committee that formulates and
implements decisions related to water distribution and labor contributions.

F. Child Protection Programs
1. Child Support Programs
The Children’s Act 1991 is the main legislation that provides protection to
children in Nepal. It specifies the obligations of the guardians and other
members of society to ensure rights of children to nutrition, health, education,
and humane treatment. But since the State does not have an investigative or
interventionist role to ensure compliance with this Act, the impact of the Act
is rather limited.
There are a number of government and nongovernment programs
targeted towards particular groups of children. For example, the Government
provides around 58,000 scholarships to girls and disadvantaged primary school
children under the Education for All Program. Similarly, the Government also
has programs for providing free textbooks and nutritious food for primary school
children and special scholarships for secondary school children. In 2002/03,
for example, the government spent NRs318 million on nutrition programs for
approximately 341,000 primary school children. It also spent another NRs123
million for providing free textbooks to primary school children. Two major
nongovernmental programs run by NGOs include residential homes for 647
orphans and disadvantaged children provided by the Bal Sangathan and child
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protection programs run by CWIN. The CWIN programs serve around 8,300
disadvantaged children. The major INGOs involved in child support programs
include the following: Plan International, Save the Children, Action Aid,
Freundes Kries Hilfee, Kinder House, Association for Children of Chuni, Child
Heaven International, Group for Transcultural Relationship, Educate the
Children, and Child Welfare Scheme.
2. Children with Special Needs
Even though a complete set of data on the child protection issues in Nepal is
not readily available, Table 4.3 summarizes the available information on Nepali
children with special needs, based on which the total number of children with
special needs is estimated to be about 3.76 million. The categories of children
listed in this table need to be targeted by child protection programs. Subsequent paragraphs focus on two of these categories of children: (i) victims of
worst forms of child labor, and (ii) children with disabilities.
Table 4.3: Children with Special Needs
Category

No. of
Children

Children in Worst Forms
of Child Labor
Domestic Child Laborers
Bonded Labor
PortersRag-Pickers
Victims of Trafficking
Total
Children Not Attending
School
Malnourished Children
Disabled Children

Source

Comments

Based on survey conducted by
ILO in 2001
127,000

ILO

2,064,500

ILO

1,377,600
(0-4 years old)
191,250

ILO

3,760,356

Total Children with
Special Needs

NPC/UNIC
EF and
ADB 2004

One third of total children of
5-14 age group
Half of children estimated to be
malnourished
Based on the Disability Report,
roughly 25.5% of disabled
people are aged 0-14. Given the
total disabled to be 750,000,
about 191.250 are children
About 3.76 million children are
estimated to need special care.
This is bound to overlap, but as it
doesn’t directly include conflicthit children, this is a reasonable
approximation.

Source: ILO. 2001; NPC/UNICEF. 2001; ADB. 2004. Social Protection Study Nepal; NLA. 2001; CDPS.
2001.
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a. V
ictims of W
orst F
orms of Child Labor
Victims
Worst
Forms
In the context of Nepal, five areas have been identified where the worst forms
of child labor are prevalent, which include issues like bonded child labor,
domestic child labor, rag-picking children, children working as porters, and
trafficking of girl children. In 2001, a study was conducted to investigate the
situation of poverty among children in urban areas focusing on the above five
aspects. Using the Rapid Assessment methodology, the study proposed
intervention measures combining a broad range of qualitative and quantitative
survey tools allowing for flexibility to suit local conditions so that necessary
modifications can be made. Consequently, Nepal has been selected as one of
the three countries in the world for the launch of the ILO-IPEC’s Time Bound
Program for the Elimination of the Worst Forms of Child Labor that targets
children involved in these worst forms of child labor. The Time-Bound Program
combines sectoral, thematic, and geographically based approaches to eliminate
the worst forms of child labor as a matter of urgency in Nepal. The objective
of the program is to eliminate worst forms of child labor by the year 2005.
Funded by donors, the annual budgeted expenditure of the program is NRs6.5
million.
According to the ILO sources (based on the 2001 data), nearly one in
every three children of Nepal, i.e., about 2.6 million children between the
ages of five and 14, was a child laborer. The Government maintains that it is
fully committed to eliminate the worst forms of child labor through the
ratification of the ILO Convention 182 (ILO 2001). A brief account of the
five worst forms of child labor in Nepal is presented below:
(i) Domestic Child Laborers (DCL) in Kathmandu (NLA 2001)
The Government figures on population projection for the year 1999 estimated
that in Nepal, there was a total of 4.7 million children aged six to 14 years of
which 25.5% were economically active. Of the economically active children,
4.4% were employed in wage work and 40% of those wage workers (equivalent
to 83,000 children) work in informal service sector largely comprised of domestic
labor. Roughly, half of those domestic child laborers (DCL) may be working in
the urban areas of Nepal. Most DCL are migrants from rural areas, almost half
of them do not receive any salary, and the majority of DCL work very long hours.
The common reasons for the prevalence of DCL in Nepal appear to be twofold: (i) widespread poverty in rural areas, and (ii) desire on the part of parents
to provide their children with a better exposure and good education.
(ii) Child Bonded Labor in Nepal (NLA 2001b
2001b)
Mostly children from ex-Kamaiya (bonded labor) families are heavily involved
in child labor like working on farm and/or as domestic servants in either rural
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or urban areas of Nepal. Based on a sample survey study in selected VDCs of
five districts where the Kamaiya system prevailed till recently, it has been
estimated that out of a total of 57,603 children of age five to 18 in Kamaiya
families, 29.4% currently work for others with or without wage. Furthermore,
out of those working children, close to 75% are estimated to be working in the
vicinity of the village of their origin, while the rest 25% seem to have migrated
to urban or market centers mainly to work as domestic servants.
(iii) Child P
orters in Nepal (CDPS 2001)
Porters
The poor people in rural areas usually find it convenient to use children to
work as porters as a survival strategy. One study has estimated that there are a
total of 46,029 child porters (aged under 18) in Nepal. The majority of the
child porters were found to be boys who had originated from rural areas, both
the hills and mountains. Most child porters had attended schools, but seemed
to have dropped out due to household poverty and expressed a desire to
continue school. The study has reported that child porters depict one of the
worst forms of child labor, as they work much harder than their physical strength
would normally permit and they are not well paid either.
(iv) Child Rag-P
ick
ers in Nepal (CDPS 2001b)
Rag-Pick
ickers
Studies have identified a number of reasons for the prevalence of street children
in Nepal which mainly include rural-urban migration, hardship in rural life,
high fertility rate, dysfunctional family, ill treatment by step parents, and search
for opportunities. Once they are on the street, they are forced to face problems
concerning shelter, health hazards, and other physical as well as moral
challenges that might lead them ultimately to perform the act of rag-picking.
The rag-pickers need to confront various problems arising from unhealthy
environment, insecurity, illiteracy, exploitation, and lack of alternative means
to support themselves (CDPS 2001b). Based on interviews of 300 children
aged five to 17 years working currently as rag-pickers in six major municipalities
and interviews of some key informants, the study estimated that most of the
child rag-pickers originate from rural areas and most of them belong to supposed
low caste. Based on the sample, the study has estimated that there are close
to 4,000 child rag-pickers in all urban centers of Nepal.
(v) Girl T
rafficking in Nepal (CDPS 2001c)
Trafficking
Girl trafficking is another distressing issue considered one of the worst forms
of child labor in Nepal. The CDPS study has indicated that the exact number
of girl children trafficked is quite difficult to estimate given conflicting ranges
of numbers, as there has been no rigorous methods to verify those numbers.
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The ILO has estimated the number to be more than 12,000 every year
(including both women and children).
The Government introduced the National Master Plan of Action Against
Trafficking in 1998 with the aim of eliminating all human trafficking in Nepal.
This action plan is organized around a number of core strategies that include
legislative actions, awareness building campaigns, targeted income and
employment programs for children above 14 years of age, and rescue and
reintegration programs to repatriate victims. But significant levels of human
trafficking continue to exist.
b. Children W
ith Disabilities
With
The National Planning Commission conducted a disability survey in 2001,
which included a sample of more than 13,000 households (75,994 population).
This survey did a thorough screening for these households to identify the
disabled persons based on the standard definition (see the section on disability
in Chapter II for the definitions adopted). Based on the estimations made by
this study, the national prevalence of disability in 2001 was 1.63% among the
total population. Furthermore, about 25.5% of the total disabled persons were
children belonging to the age group 0-14 years (NPC/UNICEF 2001). Using
these estimates, roughly one out of four disabled persons in Nepal is a child.
Based on these, the total estimated number of children with disabilities turns
out to be 191,250 (25.5% of the estimated 750,000 total disabled in the country)
(see Table 4.3). There is very little support for children with disabilities in
Nepal. For example, there are only a few primary schools for children with
disabilities and fewer than 6,000 children attend such schools nationwide.

V. Synthesis of Results
This chapter synthesizes the information obtained from the review of Nepal’s
SP activities contained in Chapter 4. In general, the fiscal year 2002/03 has
been used as the reference year for the purpose of quantifying the relevant
data. The information thus obtained is used to derive indicators required to
formulate a SPI. The proposed methodology concentrates on the following items:
(i) annual expenditures on SP;
(ii) the coverage of SP programs and activities, i.e., the number of
beneficiaries; and
(iii) the distributional impact of SP activities.
For details concerning the methodology see the section Social Protection
Index and Multicountry Analysis of this book.
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A. Social Protection Expenditure
Ideally, the total expenditure on the activities that involve one or more of the
SP components should be available from the government budget and other
“top-level” information. In Nepal’s case, information on government
expenditure was indeed readily available from published government
documents. The primary sources of information for government expenditure
on SP activities were the annual reports, titled “Estimates of Expenditure.”
More disaggregated figures were obtained from the concerned government
ministries. However, there was limited readily available information on SP
activities in the nongovernment sectors and the authors had to contact specific
individuals working in these sectors to fill in the details.
There are around 40,000 NGOs registered in Nepal and many of these
play an important role in SP in Nepal. Since most of these organizations are
registered at the district level where records are generally difficult to access
and since an unknown number of them are inactive, it is not practicable to
obtain relevant information about NGOs. However, most NGO funding comes
from INGOs most of which implement their SP programs in partnership with
local NGOs, civil societies, cooperatives, and other grassroots-based
organizations. Hence, a comprehensive accounting of INGO SP activities takes
into account activities of most of the NGOs as well.
In the year 2002/03, the total annual expenditure on SP programs by
INGOs was about NRs4.5 billion. In most cases of the INGO-funded projects,
it was found that only aggregate budgets of individual INGOs were available.
Hence, while it was possible to estimate the total expenditure of INGOs on
SP activities, it was difficult to ascertain precise expenditure amounts on
individual SP components. After excluding INGOs that did not have any SPrelated programs, the average annual total INGO expenditure on SP for 2002/
03 was estimated at NRs3.2 billion (MOF July 2004) or approximately 70% of
the aggregate budget of INGOs. This is based on the data available from the
Social Welfare Council (see Annex 3) for 2000/01, which shows that the majority
of the resources of both the NGOs and INGOs were allocated to such sectors
as community development, child and women development, and health. As
these sectors are likely to involve SP components, it suggests that the
contribution of NGOs and INGOs to SP activities in Nepal is substantial.
Table 5.1 contains a summary of annual expenditures by SP component,
while Table 5.2 presents the data for SP subcomponents. The figures in Tables
5.1 and 5.2 include expenditure of the Government as well as national and
INGOs. Since most of the SP programs in Nepal are ran by the Government
and since it was possible to obtain disaggregated data on government SP
programs from official sources, the figures presented in these tables represent
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Table 5.1. Summary of Annual Social Protection Expenditure and Indicators
SP Component

Expenditure (NRs’000)

Labor Market Programs
Social Insurance
Social Assistance
Micro/Area-wide Programs
Child Protection
Total
Indicators of Social Protection Expenditure
SP Expenditure as% of GDP
SP Expenditure Per Capita (NRs)

586,925
4,455,893
662,352
3,151,270
528,387
9,384,827

(%)
6.3
47.5
7.1
33.6
5.6
100.0

2.2%
NRs408 ($5.5)

Source: Various.

Table 5.2. Annual Expenditure on Social Protection by Subcomponent*
SP Component
/Program

Funding

Labor Market Programs
Active Labor Market
Affirmative action
Food for Work
Subtotal

Social Insurance Programs
Provident Fund, Citizens’
Investment Fund, Poverty
Alleviation Fund
Health Financing
Pensions
Subtotal
Social Assistance
All Social Assistance
Programs (mostly targeted
at the elderly, widows, and
the disabled)
Subtotal
Micro/Area-wide Programs
All Micro/Area-Wide
Programs
Subtotal
Child Protection
Education-Related Programs
Other Programs
Subtotal
Grand Total

Annual Cost
(NRs’000)

Comment

Government/GTZ/WFP/
SNV Netherlands

254,451
35,448
297,026
586,925

Active labor market programs
mainly include incomegeneration programs and
training programs; Funding
for Food for Work provided by
HMG/N, GTZ, DFID, WFP, SNV,
SDC, DANIDA

Government/
Employees Provident
Fund/Citizens’
Investment
Fund/WB

227,823

Figures for provident fund
are disbursements rather
than contributions
Health financing includes
microinsurance

Government/INGO

226,777
4,001,293
4,455,893
662,352

662,352
Government and
several donors

Government/Bilateral
& Multilateral Donors
INGOs

3,151,270
3,151,270

467,581
60,806
528,387
9,384,827

Most of the social
assistance programs are
handled by MWCSW and
MLD, HMG/N
Most of these programs
have credit as major
component; and most are
targeted towards women
and disadvantaged groups
Other programs include
government, NGO and INGO
programs for children at risk
and children with special needs.

*More disaggregated expenditure figures are provided in Annex 4.
Source: Authors.
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relatively accurate SP expenditure estimates for Nepal. According to Table
5.1, the total expenditure on SP activities in Nepal for 2002/03 was about
NRs9.4 billion (about $126 million).
As shown in Table 5.1, the total expenditure on SP activities in Nepal is
dominated by social insurance, which accounts for 47.5% of the total SP
expenditure. This is followed by expenditures on micro and area-wide programs
whose share in 2002/03 was about 34% of the total SP expenditure. The
respective shares of the remaining three SP categories—social assistance
programs, labor market programs, and child protection programs—were,
respectively, 7%, 6% and 6% of the total expenditure (see Table 5.1).
There are two key indicators that could be used to monitor national
spending on SP and to provide intercountry comparisons:
(i) Total SP expenditure as a percentage of GDP: in Nepal’s case,
total SP expenditure accounted for 2.2% of GDP in 2002/03.
(ii) Per capita SP spending: per capita expenditure on SP in 2002/03
was approximately NRs408 (equivalently about $5.5).

B. Coverage of Social Protection Programs
The second proposed component of the SPI is the coverage of SP programs.
The available data and information on the number of beneficiaries of the SP
programs are listed in Table 5.3. It was not possible to access data for some of
the smaller programs, particularly those funded through NGOs, INGOs,
bilateral, and multilateral sources. However, information is available or, at least,
can be estimated, for all the larger programs. It should be noted that it is not
possible to quantify the number of beneficiaries for those programs that deal
primarily with capacity-building/training, awareness raising, and institutional/
legislative reform.
Table 5.4 provides the basis for deriving the coverage component of the
SPI. It establishes the pairings of SP programs and key target groups for SP
activities, i.e. those that should be included as part of the SPI. This approach
is considered to represent the most logical method for deriving a coverage
indicator for SP. This method is preferred for three main reasons:
(i) It overcomes the problem of different countries having different
types of program targeted at identical groups, e.g. pensions and
social assistance both targeted towards the elderly; health insurance
and health subsidies both targeted to the sick.
(ii) The coverage rates derived for each target group will be more easily
understandable to policy makers in both the national and
international context as it would provide an indication of the
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Labor Market Programs (LMP)
Training/Employment Promotion
Public Works/FFW Programs
Targeted at the Poor
Other Employment Programs
(mostly based on loans,
microcredit)
All LMP
Social Insuranceb (pensions)
Microinsurancec
All Social Insurance
Health Financing
Health Benefits: Employees
Provident Fund
Citizens Investment Fund:
Senior Citizen Treatment Allowance
Social Assistance
Allowances: Senior Citizens/Widows
Social Welfare Centers/Old Age
Homes
Allowances to Conflict-Hit Children
Under Immediate Relief Program

SP Component/Program

263

Total (SA):
430.5

Total
coverage:
467.5

952.0
112.1
448.6
560.6

480.0

169.0
303.0

Number of
Beneficiaries
(000s)

Total Senior Citizens (75+
)Total elderly people (60+)
Widows
Bonded labor

Total population

301
1,504
308
200

23,000

1,504a
9,000

2,911
9,900

Total Labor Force

Elderly population (60 yrs +)
Total poor population

1,465

Population
(000s)

Unemployed/Underemployed

Reference Population
(Potential Target Group)
Definition

Table 5.3. Nepal: Beneficiaries and Target Populations of Major SP Programs, 2002/03

continued next page

In 2001, the total females (10+)
were 8.4 million of which
308,451 were widows

Scheme membership

Persons receiving pensions

Underempl. < 20hrs Underempl.
<40hrsGovt./ IFI/INGO projects

Comments
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723.1

623.1
100

236
(households)
(1,370 people)

27

5.6

Number of
Beneficiaries
(000s)

All Children (0-14 years)
All Children (5-14 years)
Total children in pre-primary
and primary schoolAll CSWNd

All households

Disabled population

Reference Population
(Potential Target Group)
Definition

8,949
6,193
4,573
3,760

4,000

750

Population
(000s)

Govt and NGO programs

Govt and NGO programs

Comments

b

a

Estimated on the basis of the population data of 2001 Census
IIDS 2003
c
Overview of the Microinsurance Schemes Operational in Asia, Strategies and Tools Against Exclusion and Protection (STEP), ILO, June 2004, Draft.
d
Includes children not attending school, malnourished, disabled, those in worst forms of child labor (ILO, 2001; NPC/UNICEF 2001; ADB 2004.
Other sources: Ministry of Labor, Ministry of Health, Ministry of Women, Children and Social Welfare, Social Welfare Council, Employees Provident Fund, Citizens’
Investment Trust, Ministry of Education, Ministry of Local Development, Nirdhan Utthan Bank.

Child Protection
Educational Assistance Programs
Programs to Assist Children with
Special Needs (CSWN)
Total Child Protection

Disability programs
Allowances and Training to
Persons with Disabilities
Government
NGOs/INGOs/Other Organizations
Microcredit
All programs

SP Component/Program

Table 5.3. Nepal: Beneficiaries and Target Populations of Major SP Programs, 2002/03 (continued)
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Table 5.4. Social Protection Target Groups, Types of SP Programs, and
Reference Populations

Target Group

Types of SP Program*

Reference
Population—**
Narrowly Defined

Reference
Population—
Widely Defined

The Unemployed
and
Underemployed

All labor market programs
(relevant training and job
creation through SME
support); food for work
programs; targeted public
works programs

The unemployed
and
underemployed

Total labor force/
active population

The Elderly

Pensions
Social assistance to the
elderly

Population Aged
60+ years

Population Aged
60+ years

The Sick

Formal health
insuranceMicroinsurance
Subsidized health costs or
exemptionsSenior citizen
treatment allowance

Total population

Total population

The Poor
(especially the
severely poor and
disadvantaged)

All recipients of basic social
welfare/assistance
payments Land tax
exemptionsResidential care
for vulnerable groupsFood
aidBut excluding education
and health programs as
well as those for the
disabled.
Microfinance/credit

Poor population

Total population

Poor population

Total population

The Disabled

All forms of assistance
programs for the disabled
(including recipients of
social assistance, training
programs)

The disabled
population

The disabled
population

Children with
Special Needs
(CWSN)

Educational programs
(e.g. fee exemptions,
scholarships, school
feeding programs, etc.)
All other identified child
protection programs

Poor children,
aged 5-14 years

All children, aged
5-14 years

* These are generic programs and will vary from country to country.
** Essentially equivalent to the target population.

060150 SPI Pub-Nepal 5.pmd

265

30/06/2006, 3:27 PM

266

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

demand SP, e.g. the number of poor households in a country
receiving assistance, the number of disabled people who are/are
not receiving assistance.
(iii) The issue of double counting, which would have arisen if the
beneficiaries of all programs had been added up and expressed as
a percentage of the overall population,11 is largely avoided.
Table 5.4 shows the relationship between the categories of SP programs,
the corresponding target groups, and the reference population. It also defines
the “reference” populations that will be used to derive the coverage indicators.
Table 5.4 presents two definitions of the reference population: the “narrow”
definition of the reference population attempts to approximate the target
population, while the “wide” definition includes the total population who
could receive benefits from each category of program.
It should also be noted that there will sometimes be overlaps between
both programs and target groups. Social insurance schemes usually provide
both health and pension benefits. On the other hand, poor children will be
targeted by both education subsidy programs (directly) and microcredit
programs (indirectly). With the approach being proposed, beneficiaries of a
particular program can be allocated to more than one target group; conversely,
overlaps between different programs for the same target group need to be
excluded.
The next step is to relate the information on SP programs contained in
Table 5.3 to the target groups shown in Table 5.4. The results of this step are
presented in Table 5.5. It is important to note that some of the information
presented may not be completely accurate, since the exact numbers of program
beneficiaries were not always available. In these cases, the authors either
used estimates based on discussions with the relevant officials or, especially
where no published data existed, derived their own estimates.
As proposed in Table 5.4, coverage rates have been calculated for both
the narrowly and widely defined reference populations. In interpreting the
information presented in Table 5.5, it should be noted that beneficiaries from
some programs could appear in more than one category or target group. It
should also be pointed out that in estimating the total number of beneficiaries
within each target group, some overlaps are bound to occur. However, given
the nature of the programs for each target group, it is considered that these
overlaps will not be significant and will have negligible impact on the calculated
coverage rates.
11

Other reasons for discarding this approach are: (i) the indicator would be dominated by the
largest programs (programs targeted at smaller groups, such as children and the disabled,
would have minimal impact); and (ii) the resultant indicator would be difficult to interpret.
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The Poor-Microcredit

The Poor-Social Assistance

The Sick

The Elderly

The Unemployed/
Underemployed

Target Group

All labor market programs (training, assisted
migration, other relevant programs)
Food for work, public works programs
Pension Recipients in 2002/03 (civil servants
and others)
Pension (employees provident fund)
Allowances to senior citizens and widows
Health Insurance Schemes (EPF)
Senior citizen treatment allowance
Microinsurance
Allowances to senior citizens/widows, conflict
hit persons
Food aid (RCIW + W. Terai)
Microcredit programs operated by
Government, NGOs, and Banks
Microcredit programs operated by various
INGOs and other organizations (PCFs, national
NGOs)
Job creation through microcredit (various rural
poverty alleviation programs)c

Applicable Program

Table 5.5. Coverage of Major SP Programs by Target Group, 2002-2003

480.0

500.0

430.5
303.0
870.0

8.9
429.0
380.0
0.5
448.6b

169.0
103.0f
103.0

Program

1,850.0

9,000

9,000

23,000

829.1

733.5

1,504a

1,713a

Narrow

23,000

23,000

23,000

1,504

9,900

Wide

Reference
Population1

541.0

272.0

Total

Beneficiaries
(000s)

8.0%

3.2%

3.6%

36.0%

2.7%

Wide

continued next page

20.5%

8.2%

3.6%

36.0%

16.0%

Narrow

Coverage
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d

c

b

a

1

Allowances to persons with disabilities
Skill development training for disabled
NGOs/INGOs run various support programs to
people with disabilities
Total educational assistance programs
Various child welfare schemes run by NGO/
INGO/Multilateral/others

Applicable Program
Total

32.7

723.3

Program
3.7
2.0
27.0
623.1
100.2

Beneficiaries
(000s)

2,353.5d

750c

Narrow

6,193.4

750

Wide

Reference
Population1

30.7%

4.4%

Narrow

11.7%

4.4%

Wide

Coverage

See Table 5.4 for definition.
Estimated on the basis of the population data of 2001 Census
Overview of the Microinsurance Schemes Operational in Asia, Strategies and Tools Against Exclusion and Protection (STEP), ILO, June 2004, Draft.
Various other poverty alleviation programs with significant microcredit components to increase job creation.
Other sources of various data: Ministry of Labor, Ministry of Health, Ministry of Women, Children and Social Welfare, Social Welfare Council, Employees
Provident Fund, Citizens’ Investment Trust, Ministry of Education, Ministry of Local Development, Nirdhan Utthan Bank, ILO 2001, ADB 2004.
Of the total children aged 5-14 (6.19 million), 38% are estimated to be poor children of this age group.

Children with Special
Needs (CSWN)

Disability Programs

Target Group

Table 5.5. Coverage of Major SP Programs by Target Group, 2002-2003 (continued)
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Using the narrow definition of the reference population, which more
closely approximates the target group, Table 5.5 shows that SP coverage rates
vary widely, specifically:
(i) coverage of the elderly and CSWN exceeding 30%, mainly due to
allowances for senior citizens and educational support programs;
(ii) coverage of microcredit exceeds 20% due to large number of
programs focused both on households and on job creation through
small businesses;
(iii) coverage of labor market programs is high due mainly to large
number of programs although some of the beneficiaries will not
be theoretically un- or underemployed; and
(iv) very low coverage rates for the sick, the poor (social assistance),
and the disabled.
It is interesting to note that the programs providing the highest coverage
rates are those that have been developed in recent years as part of the
Government’s major objective of poverty alleviation, e.g. microfinance, food
for work, educational assistance. In general, the older programs, e.g. pensions
and provident fund schemes for formal sector employees, have fewer
beneficiaries.
In the section Social Protection Index and Multicountry Analysis of this
book, the seven indicators of coverage will be combined into a single indicator
for the SP coverage component.

C. The Distributional Impact of Social Protection Programs
The third proposed component of the SPI is the Distributional Impact of SP
programs in each country. This component of the SPI will be assessed by:
(i) estimating the proportion of poor people/households benefiting
from each type of SP program—poverty-targeting; and
(ii) examining the amount of income transferred by these programs
to the poor in relation to their average household incomes/
expenditures—impact on incomes.
1. Proportions of Poor Households Benefiting from SP programs:
Poverty-Targeting
The poverty-targeting indicator that has been adopted is the ratio of the
number of poor beneficiaries of SP programs to the total poor population.
This indicator can be derived from an ad hoc estimation of the proportion of a
program’s beneficiaries who are poor (using the official poverty line) or through
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the analysis of household survey data. The second approach is likely to yield
more robust results:
(i) Institutions responsible for executing the major SP programs rarely
maintain data disaggregated by poor and nonpoor households; and
(ii) Household survey information permits the identification of
overlaps between programs (i.e. households receiving benefits from
more than one program).
Unfortunately, in Nepal’s case, the only national level living standards
survey dataset currently available is from 1996 and is, therefore, outdated.
Although the second round of the Nepal Living Standard Survey (NLSS) has
been completed, the resulting dataset was not available during the timeframe
allotted to this study. It should be pointed out, however, that the NLSS dataset
has only a limited amount of information on relevant SP programs like incomes
received from the Employees Provident Fund, Citizen’s Investment Fund;
there are few questions on the other targeted programs such as food for work,
microcredit and educational subsidies. This study, therefore, has to adopt an
ad hoc approach to the poverty-targeting of SP programs in Nepal based on
available information, using interviews with both government and
nongovernment officials working in these areas and the authors’ own
estimates.12
The source data for estimating the poverty-targeting indicator is the
information on coverage of SP programs contained in Tables 5.3 and 5.5. The
results are presented in Table 5.6. There were two steps in preparing this
table:
(i) estimating the number of poor beneficiaries for each of the
identified SP programs, and
(ii) estimating the overlaps between schemes.
a. Estimating the Number of P
oor Beneficiaries
Poor
Given the unavailability of primary information, the number of poor
beneficiaries of the SP programs has been estimated using the following
principles:
(i) if a program can be afforded only by the nonpoor, then 0% of the
beneficiaries are assumed to be poor;
(ii) if the program is exclusively targeted towards identifiable groups
of poor, then close to 100% of the beneficiaries are assumed to be
poor; and
12

Where even qualitative estimates could not be obtained from the responsible agencies.
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(iii) if the program is more general in nature in terms of povertytargeting, then 38% of the beneficiaries is assumed poor.13
The resultant estimated poverty-targeting rates and numbers of poor
beneficiaries are given in columns 3 and 5 of Table 5.6.
b. Estimation of Overlaps14
If there are no overlaps between programs, the overall poverty-targeting rate
would be obtained by assuming the poor beneficiaries of all programs. On this
basis around one-third of the poor population of Nepal is receiving some SP
assistance. This is, however, an “upper-bound” as some people will benefit
from more than one program.
Conversely, a “lower-bound” can be established by taking the povertytargeting rate of the program with the highest number of poor beneficiaries,
implying that all beneficiaries of all other programs are beneficiaries of this
program. In this case, the most pro-poor program is microcredit-operated
through government agencies and NGOS; this program is estimated to reach
9% of the poor population.
The actual poverty-targeting rate lies somewhere between these two
extremes. In order to obtain the “best estimate” poverty-targeting rate, which
allows for overlaps among beneficiaries across programs, the following
procedure was adopted:
(i) column 6% “overlap” was inserted into Table 5.6;
(ii) programs that either had no poor beneficiaries or were included
under more than one target group (e.g. allowances to senior citizens
and widows) were assigned 100% overlap;
(iii) the largest program (microcredit) was assigned a 0% overlap;
(iv) other programs were then successively compared against this
program and estimates of the extent of “overlap” were made;
(v) these percentages were multiplied with the number of poor
beneficiaries to give the number of poor beneficiaries allowing for
overlaps (column 8); and
(vi) the “best estimate” of the overall poverty-targeting rate was
obtained by summing this column.

13
14

The 38% figure is used because this is the latest official poverty headcount ratio estimate.
This is a necessary step. It is not realistic to derive use poverty-targeting rates for individual
SP programs in the construction of an SPI as these will vary considerably from country to
country.
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All Labor Market Programs
(training, job creation through
SME support, assisted migration,
other relevant programs)
Food for Work, Public Works
Programs
Pensions (civil servants and
others) (No. of people benefited
in 2002/03)
Pension (employees provident
fund)
Allowances to Senior Citizens
and Widows
Health Insurance Schemes (EPF)
Senior Citizen Treatment
Allowance
Microinsurance
Allowances to Senior Citizens/
Widows, Conflict-Hit Persons
Microcredit Programs Operated
by Government, NGOs, and
Banks

1

SP Program

272

90

0
38

380.0
0.5

870.0

38

429.0

38

0

8.9

430.5

0

103.0

90

100

303.0

448.6

50

3

169.0

2

All
Beneficiaries
(000s)
(%)

Table 5.6. Poverty-Targeting of SP Programs

Primarily targeted towards
the poor

783

164

404

0
0.2

Primarily targeted towards
the poor
National poverty rate

163

0

Only nonpoor get this benefit

0

303

Exclusively targeted to poor

Only nonpoor get this benefit
National poverty rate
Only nonpoor get this benefit
National poverty rate

85

5(2*3)

Poor
Beneficiaries

More than the average
poverty rate

4

Comment

Poverty-Targeting

0

10

90

10

50

6

(%)

30/06/2006, 3:27 PM

783

147

40

273

continued next page

Almost always associated with
microcredit programs
Target group is economically
inactive
Largest program (both urban
and rural; primarily women)

No poor beneficiaries
Already included.

Included below

No poor beneficiaries

No poor beneficiaries

Primarily very poor participants

42

8(5*6)

Net Poor
Beneficiaries

Available to both men and ;
women often in urban areas.

7

Comments

Program Overlaps
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3
90

75

38

38
44

2

500.0

480.0

5.7

27.0

623.1

All
Beneficiaries
(000s)
(%)

Mostly in rural areas

National poverty rate

National poverty rate

30/06/2006, 3:27 PM

Source: Tables 5.3, 5.5 and authors’ estimates.

4

Comment

Poverty-Targeting

100.2
95
Various Child Welfare Schemes
Ran by NGO/INGO/Multilateral/
Others
Sum of Poor Beneficiaries
Poor Population
Upper-Bound (with overlaps/double counting)
Lower-Bound (largest program only)
Best Estimate (excluding overlaps)

Microcredit Programs Operated
by Various Ingos/Other
Organizations
Microcredit Component of
Employment-Creation Programs
Allowances to Persons/Skills
Development, Training for the
Disabled.
NGOs/INGOs Ran Various
Support Programs to People with
Disabilities
Total Educational Assistance
Programs

1

SP Program

Table 5.6. Poverty-Targeting of SP Programs (continued)

3,093
9,000
34%
9%
26%

95

274

10

2

360

450

5(2*3)

Poor
Beneficiaries

25

25

20

100

10

10

6

(%)

206

71

8

0

324

microcredit programs likely
Some will also have assistance
for education

405

8(5*6)

Net Poor
Beneficiaries

Unlikely to also receive credit
from other programs, but
employment-creation
programs are likely to be less
targeted to the poor
Likely to also benefit from
NGOs/INGOs programs for
disabled.
Most disabled will not receive
any other benefits
Only children participate,
but some overlaps with

7

Comments

Program Overlaps
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This resultant “best estimate” poverty-target rate is 26%. This estimate
will be retained for the formulation of the SPI. Of all SP beneficiaries, 74%
are poor and two thirds of these are recipients of microcredit/finance.
2. Impact of SP Programs on Household Income/Expenditures of Poor
The poverty-targeting rate provides an indication of the distributional impact
of SP programs. It, however, gives little indication of the “effectiveness” of
the interventions, i.e. what impact these interventions have on the income/
expenditure of the poor. The objective is to derive an indicator of SP
expenditure to the poor population as a percentage of the poverty line income.
Ideally, as with the poverty-targeting rate, this indicator would be derived
from household survey data. As previously mentioned, this approach was not
possible in Nepal and an ad hoc method had to be adopted.
The computation of this indicator is shown in Table 5.7. The table
essentially replicates Table 5.6 with the expenditure data from Table 5.2 being
substituted for the beneficiary information. The poverty-targeting rates are
the same as those from Table 5.6 and multiplying these by the expenditure on
each program gives the amount of SP expenditure going to the poor. There is
no need to allow for overlaps between programs other than to exclude those
programs which affect more than one target group, e.g. senior citizens’
allowances and food for work.
Table 5.7 shows that, during the fiscal year 2002/03, the total SP
expenditure on poor beneficiaries was around NRs3.9 billion, equivalent to
around 40% of total SP expenditure; it should be noted that three-quarters of
this expenditure results from the microcredit programs.
SP expenditure on the poor was then related to the poverty line income.
The results are shown in Table 5.8. Two indicators are presented:
(i)
(ii)

Per capita SP expenditure on the poor as a percentage of the
(estimated) 2002/03 poverty line: 6.8%; and
As above but for poor “beneficiaries” only: 28%.

The advantages and disadvantages of each will be discussed in the forth
coming section Social Protection Index and Multicountry Analysis of this book.
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Table 5.7. SP Expenditure on the Poor

Target Group

SP Program

The Unemployed / All labor market programs
underemployed
(training, job-creation through
SME support, assisted migration,
other relevant programs)
Food for work, public works
programs
The Elderly
Pensions (civil servants and
others) (no. of people
benefited in 2002/03)
Pension (employees
provident fund)
Allowances to senior citizens
and widows
Health insurance schemes (EPF)
The Sick
Senior citizen treatment
allowance
Microinsurance
The Poor
Allowances to senior citizens/
widows, conflict-hit persons
The Poor/
Microcredit programs operated
Microcredit
by the Govt, NGOs, and banks
programs
Microcredit programs operated
by various INGOs/other
organizations
Microcredit component of
employment-creation programs
Disability
Allowances to persons with
Programs
disabilities
Skill devt training for disabled
NGOs/INGOs run various support
programs to people with
disabilities
Children with
Total Educational assistance
Special Needs
programs
(CSWN)
Various child welfare schemes
run by NGO/INGO/multilateral/
others
Total SP Expenditure

SP
Expenditure
(NRs’ 000)

PovertyTargeting

Expenditure
on
Beneficiaries

86,841

50%

43,421

297,026

100%

297,026

3,521,433

0%

0

32,000
380,930

0%
38%

0
144,753

857,181
3,913

0%
38%

1,487

5,400
56,035

90%
38%

4,860
21,293

66,852

90%

60,167

3,084,418

90%

2,775,976

203,058

75%

152,294

190,465

38%

72,377

459,903

44%

202,537

139,372

95%

132,403

9,384,827

3,908,414

Source: Tables 5.2, 5.6.
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Table 5.8. Impact of SP Expenditure on the Income of Poor Households
Variable

Value

Total SP Expenditure on the Poor (NRs’000)
Poor Population (‘000)
SP Expenditure/Poor Person (NRs/person)
Poverty Line Income Per Capita (annual) (NRs/person)*
Per Capita SP Expenditure As % of Poverty Line Income
Percent of Poor Receiving SP Assistance (from Table 5.6)
Per Capita SP Expenditure As % of Income of Poor Beneficiaries

3,908,414
9,000
434
6,400
6.8%
26%
28%

*

No recent poverty line income is available. 2002/03 poverty line has been extrapolated from
the 1995/96 poverty line (NRs4,404 per annum per capita) using the annual average rate of
inflation—about 6% —for the intervening period;15 it has also been necessary to assume that
the household consumption pattern has not changed significantly.
Source: Tables 5.6, 5.7 and authors’ estimates.

Annex 1: Sectoral Financial Allocations of NGOs and INGOs
Table 3.A. Sectoral Financial Allocation of NGOs
Sector

Amount (NRs ‘000)

Community Development
Child Development
Women Development
Health
Religion
Institutional Development
Environmental Protect
Disability
Research
Education
HIV/AIDS
Old Age
Total

Percentage Share

477,314
125,970
93,750
106,997
19,886
9,385
15,776
24,307
1,464
55,526
14,068
1,031
945,480

50.5
13.3
9.9
11.3
2.1
1.0
1.7
2.6
0.2
5.9
1.5
0.1
100.0

Source: SWC, 2059, 2058/059 Financial Year Report On Projects Cleared by SWC and Run by
NGOs Affiliated with SWC with Financial Support From International Agencies. Kathmandu:
Planning Section, SWC.

Table 3.B. Sectoral Distribution of INGOs, 2000/01
Sector

Nos.

Agriculture
Child Development
Community Development
Disability
Education
Women Development
Health
Others
Total

2
18
28
6
6
2
28
6
96

Budget ($)
160,500
6,779,752
7,560,200
625,000
372,870
536,000
2,270,000
1,527,200
19,831,522

% of Total
0.8
34.2
38.1
3.2
1.9
2.7
11.5
7.7
100.0

Source: SWC News. July-August 2001.
15

Derived from the National CPI values of Nepal Rastra Bank, the Central Bank of Nepal.
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1.
1.
1.
1.
1.

1.1
1.1
1.1
1.1
1.1

1.2 LM: AAction

1.2 LM: AAction

1. LM: Affirmative
Action
1. LM: Affirmative
Action

Active LM
Active LM
Active LM
Active LM
Active LM

1. LM: Active LM

1.1 LM: ALM

LM:
LM:
LM:
LM:
LM:

1. LM: Active LM
1. LM: Active LM

1.1 LM: ALM
1.1 LM: ALM

ALM
ALM
ALM
ALM
ALM

1. LM: Active LM
1. LM: Active LM

1.1 LM: ALM
1.1 LM: ALM

LM:
LM:
LM:
LM:
LM:

1. LM: Active LM

1. LM: Food for Work

Aggregate SP
Type

1.1 LM: ALM

1.3 LM: F-Work

Detailed SP
Type
Rural Community Infrastructure
Development Program (Food for work)
Hill leasehold forestry project
(livestock development)
Cottage and small industry training center
Cottage and small industry promotion
program (48 Districts)
Cottage and small industry (27 Districts)
Karnali zone agriculture development
project (current transfer and subsidy)
Bonded labor rehabilitation & skill
development program
Forestry program for livelihood
Foreign employment promotion program
Youth self-employment program
Western Terai poverty alleviation project
Labor market and micro and area-based
programs (Enterprise development
International)
Indigenous/Ethnic groups Upliftment
Program including Praja
National Disabled Association

Classification

2,610

2,821

49,111
859
8,433
94,237
3,805

14,648

59,387
60,489

13,849
63,079

18,694

577,200

Actual
Expenditure

25,477

4,254
3,044

2,610

5,760

6,343
1,236

10,606

44,693
70,604

4,617
17,664

24,507

35,188

3,636

26,297

11,172
48,399

150

288,600

Salary
Other
Component Services

30/06/2006, 3:27 PM

0

1

1
1
1
1
0

1

1
1

1
1

1

1

Cost of
(1=yes)

continued next page

2,610

12,821

13,923
859
8,433
89,983
761

11,012

33,090
60,489

2,677
14,680

18,544

288,600

Costs*
Services

Annex 2: Actual Expenditure and Cost of Services for Social Protection Programs, 2002/03
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SI:HF
SI:HF
SI:Pen
SI:Pen
SI:Pen
SI:Pen
SI:Pen
SI:Pen
SI:Pen

2.2
2.2
2.3
2.3
2.3
2.3
2.3
2.3
2.3

3.1 SA 3. SA

3.1 SA 3. SA

2. SI: Health Financing
2. SI: Health Financing
2. SI: Pension
2. SI: Pension
2. SI: Pension
2. SI: Pension
2. SI: Pension
2. SI: Pension
2. SI: Pension

Funds
Funds
Funds
Health Financing

2. SI:
2. SI:
2. SI:
2. SI:

SI: Funds
SI: Funds
SI: Funds
SI:HF

2.1
2.1
2.1
2.2

1.3 LM: F-Work

1. LM: Affirmative
Action
1. LM: Food for Work

Aggregate SP
Type

1.2 LM: AAction

Detailed SP
Type
Empowerment of marginalized
communities, gender equity (OXFAM)
Western high hills poverty alleviation
program
Poverty Alleviation Fund
Citizens Investment Fund
Employees Provident Fund
Community Drug and Health
Insurance Program
Livestock insurance
Health Social Security Program
Allowances
Pension
Gratuity
Accumulated leave for civil servants
Compensation for social security
Medical facility for civil servants
Financial assistance to deceased civil
servants
Social welfare program including
senior citizen health program
Senior Citizen, Disabled and Widow
Protection system

Classification

571,395

4,109

5,400
220,680
3,757
2,939,876
113,996
267,510
8,200
635,804
32,150

58,122
164,456
32,000
697

8,426

23,549

Actual
Expenditure

196

2,087
24,668

3,532

4,553

595

Salary
Other
Component Services

30/06/2006, 3:27 PM

1

1

1
1
1
1
1
1
1
1
1

1
0
0
1

1

0

Cost of
(1=yes)

continued next page

571,395

3,913

5,400
220,680
3,757
2,939,876
113,996
267,510
8,200
635,804
32,150

56,035
139,788
32,000
697

8,426

20,017

Costs*
Services

Annex 2: Actual Expenditure and Cost of Services for Social Protection Programs, 2002/03
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4.1 Micro-

4.1 Micro-

4.1 Micro-

4.1 Micro-

4.1 Micro-

4.1 Micro-

4.1 Micro-

4.1 Micro-

3.1 SA 3. SA

3.1 SA 3. SA

3.1 SA 3. SA

3.1 SA 3. SA

Detailed SP
Type

4. Micro/Area-based:
Credit
4. Micro/Area-based:
Credit
4. Micro/Area-based:
Credit
4. Micro/Area-based:
Credit
4. Micro/Area-based:
Credit
4. Micro/Area-based:
Credit
4. Micro/Area-based:
Credit
4. Micro/Area-based:
Credit

Aggregate SP
Type

Child protection, social assistance, and
micro/area-based progs

Uplift socioeconomic conditions of the poor
and disadvantaged families (Shapla Neer)
Microcredit (different INGOs)

Women development program (District level)

Women Development Program (central level)

Women self-reliance and national capacity
building program
Jagriti–Women Income Generation Program

Scholarship program for
martyr’s children
Rehabilitation program (Ganesh Man
Singh peace campaign)
Reconstruction and rehabilitation
program
Social assistance and welfare though
housing assistance (Habitat for Humanity)
Women empowerment program

Classification

8,533

3,074,588

3,604

85,865

6,929

46,942

1,300

2,682

16,690

19,999

49,995

894

Actual
Expenditure

1,707

600

71,784

3,975

741

366

534

38,624

4,498

Salary
Other
Component Services

0

0

0

1

1

1

1

1

0

1

1

1

Cost of
(1=yes)

continued next page

6,826

3,074,588

3,004

14,081

2,954

46,942

559

2,316

16,156

19,999

49,995

894

Costs*
Services
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5. CP: Others
5. CP: Others

5. CP: Others

5. CP: Others

5.2 CP:others
5.2 CP:others

5.2 CP:others

5.2 CP:others

30/06/2006, 3:27 PM

Food for Education Program—primary
school nutritious food
Primary Education—free Textbook
Secondary education: scholarship program
Woolen Carpet Child Labor Elimination
and Child Labor Reform Project
Child protection by improving
status of children
Child protection and social assistance
Child protection (children’s home,
school enrollment, technical school)
Child protection (children’s home,
sponsorship, skill training, support for
needy individuals )
(Child Heaven International)
Rescue, socialize, and rehabilitate
children at risk
Child protection
Child protection, social assistance to women
Child welfare schemes
Child protection

Classification

27,875
12,661
13,504
18,151

6,052

3,934

1,150
2,122

3,617

122,688
17,908
8,625

318,413

Actual
Expenditure

18,118
1,899
1,624
1,452

835

598

180
299

3,255

53

10,350

Salary
Other
Component Services

9,757
10,762
11,880
16,699
9,384,827

5,217

3,336

970
1,823

362

122,688
17,908
8,572

318,413

Costs*
Services

0
0
0
0

0

0

0
0

0

1
1
1

1

Cost of
(1=yes)

Note: LM = Labor Market; ALM = Active Labor Market; Aaction = Affirmative Action; SI = Social Insurance; HF = Health Financing; SA = Social Assistance;
CP = Child Protection Source: Authors.

5. CP: Others
5. CP: Others
5. CP: Others
5. CP: Others
Grand Total

5. CP: Others

5.2 CP:others

CP:others
CP:others
CP:others
CP:others

5. CP: Education
5. CP: Education
5. CP: Education

5.1 CP:edu
5.1 CP:edu
5.1 CP:edu

5.2
5.2
5.2
5.2

5. CP: Education

Aggregate SP
Type

5.1 CP:edu

Detailed SP
Type

Annex 2: Actual Expenditure and Cost of Services for Social Protection Programs, 2002/03
(NRs ‘000)
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6 Pakistan
SAIFUR RAHMAN SHERAMI

I.

Summary of Main Results

T

otal expenditure on Social Protection (SP) in 2002/03 in
Pakistan amounted to just under PRs76.6 billion ($1.3 billion)
representing around 2% of GDP. Almost 90% of total SP
expenditure was on social insurance and health care costs for
selected groups, especially government and formal sector
employees and army personnel. In consequence, only 13% of SP expenditure
went to the other components—labor markets, social assistance, area programs,
and child protection (see Tables 5.1 and 5.2).
Coverage rates1 2003. World Health Report 2003 for the six key SP target
groups2 in Pakistan are low with none exceeding 10%. The highest coverage
rate (9%) is for the elderly, although the great majority of these beneficiaries
will be civil servants or army personnel. Coverage of the disabled and children
are very low at under 2%, indicating the lack of any major programs targeted at
these groups. The interpretation of these rates is, however, complicated by
the difficulty of defining the reference populations for these target groups
(especially for labor market programs) and the unknown amount of “leakage,”

1

2

Coverage = number of beneficiaries / reference population (see Section V.B). It should be
noted that these coverage rates and most of the following indicators have been estimated
from discussions with officials responsible for individual SP programs, the analysis of PIHS
data and the author.
The unemployed and the under-employed, the elderly, the sick, the poor, the disabled and
children with special needs. Coverage rates for types of assistance to the poor have been
derived - one for social welfare programs and one for micro-credit loans.
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i.e. benefits going to beneficiaries outside the strictly defined target group
(see Section V.B and Table 5.5).
Around 2.5 million poor people are estimated to be beneficiaries of some
form of SP assistance—5.3% of the total poor population. Around 45% of poor
beneficiaries are recipients of social welfare from the major Zakat or Bait-ulMal programs and another 30% benefit from microcredit (see Table 5.7).
In 2002/03, PRs7.9 billion ($132 million) of SP expenditure (10% of the
total) went to the poor, who currently make up 32% of the population. This
low percentage reflects the high proportion of SP expenditure on formal social
insurance and health schemes that are not targeted at the poor. The dominance
of SP expenditure by these programs is further underlined by the fact that
they still make up almost 40% of SP expenditure to the poor. In contrast, the
main targeted programs—Zakat and Bait-ul-mal, constitute just under onethird of SP expenditure on the poor. Total expenditure on the poor was
equivalent to 2% of the poverty line income, rising to 35%, if only poor
beneficiaries are considered.
Table 1 summarizes the key SP indicators that have been derived in this
report. These are the indicators that will be used to formulate the Social
Protection Index (SPI).

II. Country Overview
This chapter presents a brief overview of the social and economic characteristics
of Pakistan that are of considered being of particular relevance to SP issues.
The accompanying statistical tables are contained in Appendix 1.

A. Population
The population of Pakistan increased from around 84 million in 1981 to 129
million in 1998 and it is estimated at 149 million in 2004.3 Average annual
population growth rate between population censuses of 1981 and 1998 was
2.7%. Pakistan Economic Survey 2002-2003 provided population growth rate
for 2003 at 2.10%4 and the Pakistan Economic Survey 2003-2004 reported
population growth at 1.9% per annum. The Human Development Report 2004
estimated annual population growth rate for 1975-2000 at 2.8% and projected
2.4% for 2002-2015. Total Fertility Rate (TFR) was 6.3% in 1970-1975 and is

3
4

Pakistan Economic survey 2004, page 135.
Ibid 2002-03 page 179.
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Table 1. Summary of Key SP Indicators
SPI Component

Indicator

(%)

Pakistan Estimate

(%)

Expenditure on SP

Total SP expenditure as
% of GDP

Coverage of SP

Reference population—narrow

Reference population–—wide

The Unemployed/
Underemployed
(U/U)

Beneficiaries as % of
total U/U

As % of total labor force

0.5

The Elderly

Elderly receiving
9.0
assistance as person of
population aged 55+ years.

As for “narrow”
reference population

9.0

The Sick

% of population with
health insurance or in
receipt of subsidies

7.3

As for “narrow”
reference population

7.3

The Poor/Social
Assistance

% of poor population
receiving some social
assistance/welfare

6.9

% of total population

2.2

The Poor/Microcredit % of population
receiving loan

5.0

% of total population

1.6

The Disabled

Disabled beneficiaries
as % of disabled
population

0.1

As for “narrow”
reference population

0.1

Children with
Special Needs
( CWSN)

CWSN receiving
assistance as % of poor
children aged 5-14 years

1.3

% of all children
aged 5-14 years

0.4

2

5.9

Distributional Impact
of SP
Poverty-Targeting

% of poor population who receive some assistance 5.3%
SP expenditure per poor person as % of annual per
capita poverty line income/expenditure 2.0%

Impact of SP
Transfers on
Household Income

SP expenditure per poor beneficiary as % of annual
per capita poverty line income/expenditure

35

CWSN = Children with special needs, GDP = gross domestic product, SP = Social Protection, SPI
= Social Protection Index, U/U = unemployed/underemployed.
Source: Chapter 5 Tables.
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Table 2.1 Population

Item

1972

Total Population
Urban Population
Rural Population
Urban %
Ethnic Minorities
Ethnic Minorities %

65,321
16,593
16,594
25.4
2,122
3.2

Population
(000s)
1981
1998
84,254
23,841
60,412
28.3
2,803
3.3

132,352
43,036
89,316
32.5
4,918
3.7

Change 1981-1998
Growth
Rate
2003
( %)
No.
149.03
49.91
99.12

By age
0-4
5-14
15-24
25-44
45-59
60+
Total

12,948
24,568
14,507
18,596
7,817
5,818
84,254

Households
Average Household Size
Rural Household Size
Urban Household Size

6.8

Vital Rates (per 1,000)
Crude Birth Rate
Crude Death Rate
Rate of Natural Increase
Total Fertility Rate
Life Expectancy at Birth
Male
Female

1981
6.8
1990

19,118
36,947
24,987
29,473
11,489
7,162
129,176*
19,000
6.8
6.5
7.8

1991
30
10
20
19921996
6.8
1998
61
61

2.7
3.5
2.3

48,048
19,195
28,904

2.3

2,016

1981

1998
(%)
15
29
19
23
9
6
100

15
29
17
22
9
7
100
21,790
6.8

20032004
28
8
20
2002
4.07
2001
61
61

*

Age distribution is not available for population of Federally Administered Tribal Area and that
is excluded from the total
Sources: 1998 Census; Pakistan Economic Survey 2003-04. Human Development Report 2004.

estimated at 5.1 in 2000-2005.5 According to Pakistan Economic Survey, TFR
remained constant at 6.8 children per woman since early 1980s to end of 1980s.
TFR began to decline since then and it was 4.8 in 1996-2000 and 4.7 in 2004.
Birth and death rates have both declined by 2 per thousand between 1991

5

UNDP. 2004. Human Development Report 2004. page 154.

060150 SPI Pakistan 6.pmd

284

30/06/2006, 3:25 PM

PAKISTAN

285

and 2003-2004 that maintains a stable rate of natural increase at 20 per
thousand. The age composition of population of Pakistan is similar between
the two censuses. Population under 14 years of age was 44% in both 1981 and
1998 census. Population in age group of 15 to 24 has increased from 17-19%
and in age group 25 to 44, it increased from 22 to 23%. Population above 60
years of age has declined from 7% in 1981 to 6% in 1998.
Pakistan has witnessed growth in urban population in all censuses from
1951. Urban population increased from 17.8% in 1951 to 22.5% in 1961. In
1972, it was 25.4%, which increased to 28.3% in 1981. In the 1998 census,
32.5% of the population were residents in urban areas. In 2003-2004, almost
100 million people lives in rural areas and 49 million in urban areas. Between
1981 and 1998, annual growth rate of urban population was 3.5% compared to
2.3% for rural population. Pakistan census did not have data for migration
from rural to urban areas, as it collects data on migration from one district to
other. Migration from rural areas is the main cause of urban growth.
The average household size in 1998 census was 6.8 with some variation
between federating units. The Federally Administered Tribal Area has the
largest household size of 9.3% and province of Sindh has the smallest household
size of 6.0. There was total of about 19 million households (18.99 million)
households in 1998. In 2003, the total number of households was 21.79 million.
The average household size in Pakistan was 6.8 and has remained essentially
unchanged. In the census of 1998, the urban household size was 6.5 and the
rural household size was 7.8.6
In order to derive current (2003) indicators for this study, we have used
the 2003 population estimated by the Pakistan Economic Survey 2003-2004.
The total population was 149.03 million in 2003, of which 99.12 million was
in rural areas and 49.91 million was in urban areas.

B. The Economy
Pakistan has experienced great variations in the GDP growth rate between
FY1992 and FY2004. In FY1992, GDP growth rate was 7.7% that declined to
2.1% in FY1993 and fluctuated widely until FY2001, when it shows continuous
increase. The momentum of growth is maintained since then. In FY2003,
GDP growth rate was 5.1% and in FY2004 it was 6.4%. Pakistan suffered from
political instability and inconsistent policy environment in the 1990s when it
had changed seven prime ministers between 1990 and 1997 and in 1999 when
the military took over the country. Apart from political instability, Pakistan

6

Government of Pakistan. 1998. Census of Population. page 97.
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Table 2.2. The Economy
Item

FY2001

GDP (fc) (PRs million)
Per capita income (fc) (PRs)
GDP per capita growth
By Sector (% of GDP)
Agriculture, forestry, and fisheries
Industry and construction
Services
Foreign Direct Investment
Foreign Private Investment ($ million)
Balance of Trade
Exports (FY2003)
Imports (FY2003)
Balance (FY2003)
Workers Remittances (FY2003) ($ million )
Total Internal Debt (PRs million)
Total External Debt (FY2002) ($ million)

FY2003

FY2004

3,594,124
25,270
1.8%

3,895,252
27,557
5.0%1%

4,144,319
28,458
6.0%4%

25.1
23.0
51.8

24.2
23.1
52.8

23.3
24.5
52.2

484.7

798.0

760.4

(PRs million)
652,294
714,372
(62,078)
3,503.1
1,879,247
33,671.7

Federal Government Budget FY2003a
Revenue Receipts
Net revenue receipts
Net capital receipts
External receipts
Self-financing of PSDP by provinces
Change in provincial cash balance
Privatization proceeds
Bank borrowing
Total
Expenditure
Debt servicing
Defense affairs and services
Running of civil government
Pensions
Grants
Subsidies
Un-allocable
Federal development expenditure
Provincial development expenditure
Total

Budget FY2003
(PRs Millions)
481,382
35,938
198,063
28,682
17,000
12,000
(31,100)
741,965

289,695
146,022
57,900
34,830
56,311
20,794
2,453
90,000
44,000
742,005

FC = factor cost, FY = fiscal year, GDP = gross domestic product.
a
Government of Pakistan. 2002 – 2003 Federal Budget in Brief, Fund, 1998 Census of Population.
page 97.
Sources: 2002-2003 Federal Budget in Brief.
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suffered from a long spell of drought (1997-2002) that has affected agriculture.
Almost one quarter of the GDP is produced by agriculture that provides
livelihood, directly or indirectly, to nearly 100 million rural population of
Pakistan. From 1996 to 2002, the very long spell of drought severely affected
the provinces of Balochistan and Sindh. Irrigation water shortage, also due to
the shrinking reservoirs, has affected the agriculture sector that registered
negative or very little growth in the recent past.
Pakistan established state-owned industries after its independence, when
private capital failed to take advantage of government incentives for industrial
development. In mid 1960s, a large number of these units were privatized. In
the early 1970s, some industries and financial institutions were nationalized
by the Government. In the 1990s, the Government started the privatization
of these units again. From 1991 to 2002, the privatization commission sold
121 of the units that included seven commercial banks for PRs14.25 billion.
Only strategic industries, and steel and heavy mechanical complex are in
government ownership. The privatization commission is responsible in
privatizing all other state-owned units.
The overall macroeconomic indicators have improved and Pakistan has
made prepayment of $1.17 billion high cost external debt. Workers remittances
have increased from $2.39 billion in FY 2002 to $4.23 billion in FY2003. Foreign
exchange reserves stood at $12.5 billion in April 2004. Pakistan has attracted
foreign direct investment of $696 in FY 2003 and $760 in the first nine months
of FY2004.
The sectoral composition of Pakistan’s economy has not changed in a
significant manner in the past decade. The service sector is the largest sector
of the economy that contributes over 52% to the GDP, followed by the
agricultural and industrial sectors with its almost equal contribution to the
GDP. Agriculture sector comprises crops, livestock, fishing, and forestry. Fishing
and forestry collectively contribute 1% to the GDP. Industrial sector comprises
mining that contributed 1.5% to GDP in FY2003. Manufacturing contributed
16.4% to GDP in FY2003, while construction contributed 2.4% during the
same year. Electricity and gas distribution contributed 2.8% during FY2003.
The service sector’s largest component of 18.1% was contributed by retail and
wholesale trade followed by transport, storage, and communication that
contributed 11.4% to GDP during FY2003. These sectoral shares show minor
variations over the past decade. Wheat, rice, and cotton are the principal crops.
In FY2003, wheat production was 19.2 million tons, while rice was 4.8 million
tons, and total food grains was 25.9 million tons. Sugarcane was 52 million tons
and cotton production was 10 million bales in FY2003. Pakistan’s agriculture is
not very efficient as per hectare yields are lower than international averages.
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Pakistan’s major industrial investment is in private sector. There is a
small number of state enterprises in several state-owned corporations under
the Ministry of Industries. In the 1990s, the Government of Pakistan privatized
127 industrial units and six commercial banks. The two largest state-owned
industries are Pakistan Steel Mills and Heavy Mechanical Complex. There
are several engineering, fertilizers, and cement units in state ownership. Apart
from these, industrial establishments in Pakistan are owned by private
individuals and firms. Pakistan’s industry is agriculture-based, led by cotton
textiles and garments. Pakistan has a large sector of small or cottage industries
in many parts of the country. In FY2003, large-scale industrial sector contributed
10.7% to GDP, while small-scale industries contributed 4.2% to GDP.
GDP at factor cost (fc) was PRs3,895 billion in FY2003 and per capita
income was PRs27,557. GDP at market price (mp) was PRs4,194 billion and
per capita income was PRs29,602 in FY2003. GDP growth rate for the year
FY2002-FY2003 was 5.1%. The size of the federal budget was PRs742 billion.
Annual federal budget in FY2003 was 19% of the GDP (fc). Net revenue
receipts were 65% and external resources were 27% of the annual budget. In
the expenditure, 39% of the amount was allocated for debt servicing and 20%
for defense services.

C. Employment and Labor Force
The labor force situation in Pakistan has not changed in any significant manner,
except in terms of its size. The total population above 15 years age was 46.74
million in 1981 and increased to 73.11 million in the 1998 census. Dependency
ratio was 1.06 in 1981, which decreased to 0.96 in 1998. Civilian labor force
was 26.41 million in 1981 that increased to 38.87 million in 1998, 42.13 million
in 2002 and 43.5 million in 2003. Labor force participation rate was 30.3% in
1981, 38.64% in 1998, 42.8% in 2002 and 43.3% in 2003. The major change in
employment is a decrease in the percentage of workers employed in agriculture
and an increase in workers employed in mining, manufacturing, and trade. In
1990, agriculture comprised 51.5% of total employment, decreasing to 47.25%
in 1998 and 42.09% in 2002. The mining and manufacturing sector employed
12.84% of total employment in 1990; this proportion declined to 10.15% in
1998 but then increased to 13.91% in 2002. Trade employed 12.22% in 1990
increasing to 13.87% in 1998 and 14.85% in 2002. Since the early 1990s,
unemployment rate is increasing from 3.6% in 1981 to 6.1% in 1998, 7.8% in
2002 and 8.3% in 2003.
Changes in the structure of employment are not very significant. Share
of agriculture sector has decreased in employment from 48.4% in 2000 to
42.1% in 2002. The decline in agriculture may be attributed to the long spell
of drought, which has reduced the employability of this sector. The
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nonagriculture sectors, mining and manufacturing, trade, services, and
transport have created relatively more employment opportunities in 2002.
Table 2.3. Employment and Labor Force
Number
(000s)
Item

1981

1998

Total Population
Population 15 Yrs and Over

84,254
46,738

129,175
73,111

Labor Force
Participation Rate
Dependency Ratio

25,780
30.3%
1.06

Employed Population (15+ yrs)
Unemployed
Unemployment Rate*
Female Employment
Urban Employment (000s)

24,700

Labor Force and Employment
Civilian Labor Force (millions)
Labor Force Participation Rate
Labor Force Participation Rate (male)
Labor Force Participation Rate (female)
Sectoral Employment
Agriculture
Manufacturing and Mining
Construction
Transport
Trade
Others
Child Employment
Population 9-14 yrs
Employed Children 5-14 years age
Employed Children (male)
Employed Children (female)
Child Workers 5-9 Years Age
Percentage Working More Than 35
Hours Per Week
Self-employed Child Workers
Employees Children
Unpaid Family Workers
Literate Child Workers

Change in
1981-1998
AGR

Increase

143,710

2.7%
2.7%

44,921
26,373

39.170
28.9%
0.96

42,130
42.1

2.7%

12,860

38.84

2.9%

8,873

4,627

2,360
2,320
6.1%
908
7,721

5.3%

3,288
3,094

1981
26.41
30.3%

1998
38.87
38.64%

2003
43.5
43.3%
70.3%
14.4%

1990
51.5%
12.84%
6.38%
4.89%
11.93%
12.81%

1999
47.25%
10.15%
6.26%
5.48%
13.87%
16.98%

2003
42.09%
13.91%
6.05%
5.90%
14.85%
17.20%

3.6%

2002

7.8%

1996
40,000
3,313
2,432,000
881,000
572,000
46%
6.7%
23.2%
70.1%
33.2%

AGR = Agriculture.
Sources: 1998 Census of Pakistan, Pakistan Economic Survey 2003-04, ADB Key Indicators 1999,
ADB Key Indicators 2003.

060150 SPI Pakistan 6.pmd

289

30/06/2006, 3:25 PM

290

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

Child labor is another important feature of Pakistan’s labor force.
According to the 1996 Child Labor Survey, 3.31 million of the 40 million
children aged five to 14 were engaged in economic activities. Of these working
children, 73% (2.4 million) were boys and 27% (0.9 million) were girls. Of the
working children, 63% (about 2.1 million) were in the 10-14 year age group.
The great majority (88%) of working children (2.9 million) were in rural areas,
mainly engaged in agriculture sector.

D. Education
Level of literacy and enrolment is low in Pakistan and no significant
improvement could be brought by two consecutive phases of social action
program project from FY1994 to FY2003. Literacy rate has improved over the
years from 26% in 1981 to 44% in 1998. There are wider gaps in literacy ratio
with respect to gender and rural urban areas. Literacy rate was 55% for male
and 32% for females, 63% in urban areas and 34% in rural areas in 1998. The
Government has committed more resources through PRSP implementation
to meet the Millennium Development Goal for literacy. According to the 1996
Child Labor Survey, literacy among working children was 33%, 40% among
boys and 11% among girls. Education For All and Education Sector Reforms
are the current major initiatives to increase literacy.
There are no impressive or significant improvements in enrolment ratios.
The Pakistan Integrated Household Survey 2001-2002 indicated that the net
enrolment in primary schools (first to fifth year of schooling) remained at 42%
in both FY1999 and FY2002, while it has declined by 1% in urban areas in the
same period, from 57% to 56%. Net enrolment rate increased from 37% to
38% in rural areas in the same period. Net enrolment in middle school (sixth
to eighth year of schooling) remained unchanged at 16% in FY1999 and FY2002.
The data reveals decline in net enrolment of males from 19% in FY1999 to
17% in 2002, while there is an increase in female enrolment from 13% to 14%
in the same period.

E. Health
1. General Health
The Government of Pakistan provided different levels of health facilities in
rural and urban areas for the entire population. These facilities include 4,590
dispensaries; 5,488 basic health units; 550 rural health centers; 862 mother
and child health centers; 285 tuberculosis (TB) clinics; and 906 hospitals in
2002. There were 102,541 doctors; 5,057 dentists; 6,397 lady health visitors;
23,084 midwives; and 44,520 nurses in the country. In addition to these
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Table 2.4. Net Enrolment Rates, 1998 and 2002
Net Enrolment Rate
Age 5-9—All Pakistan
Rural
Age 10-14
Rural
Age 15-19
Rural
Literacy
10-14
15-19
20-49
50+
All
Urban
Rural
Male
Female
Literacy Rate
Adult Literacy Rate
Youth Literacy Rate
Net Enrolment Rate—Primary
Pakistan
Urban
Rural
Male
Female
Net Enrolment Rate—Secondary
Pakistan
Urban
Rural
Male
Female

1998 (%)

2002 (%)

41.3
33.8
45.0
34.4
31.1
23.2

50.0
40.5

1981

1998

26
47
17
35
16

55
57
41
22
44
63
34
55
32

1990

2002

35.4
47.4

41.5
53.9

1998-1999

2001-2002

42
57
37
47
37

42
56
38
46
38

16
26
13
19
13

16
26
12
17
14

Source: 1998 Census of Population, Pakistan Economic Survey 2003-2004, Pakistan Integrated
Household Survey 2001-2002.

establishments, the Government started the National Program for Family
Planning and Primary Health Care in 1994 under which 70,000 lady health
workers were provided training to deliver health and family planning services
in their local communities. Information on ORS and contraceptives is provided
by lady health workers and all government heath establishments. Health
education programs were implemented by many development projects and
NGOs sponsored by donors. The Government provides free immunization of
children. Polio vaccination is undertaken regularly in rural and urban areas.
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The health situation in Pakistan indicates some improvements in recent
years. Infant mortality rate has declined from 102 in 1991 to 82 in 2002.
Similarly, child mortality (under five years of age) has decreased from 181 in
1980 to 109 in 2002; there is a significant gender gap —male child mortality
was 105 and female child mortality was 115.7 According to the same source,
13% of the babies were delivered in health facilities and 18% of births were
attended by skilled attendant. In 2002, full immunization was provided to
64% of children aged 12-23 months in urban areas in 1999 that increased to
76% in 2002. In rural areas, 45% were provided full immunization in 1999 that
increased to 46% in 2002. In 2002, only 19% of the married women aged 15 to
49 were using contraceptives, while 96% of women possessed knowledge about
contraceptives. Mean number of children ever born to married women aged
15-49 was 4.2 in 1999 and 4.1 in 2002. The maternal mortality rate was 400 in
1999-2000. Overall, all the above indicators remain high despite significant
improvements when compared to most other countries, including those in
the subcontinent.
Table 2.5. Health Indicators

Indicator

Unit

1991

1993

1999

Infant Mortality Rate
Per 1,000
102.4
Under-5 Mortality rate live births
181*
Maternal Mortality Rate Per 100,000
live births
Use of Contraception
%
by Married Women
Births Attended by
% of births
Skilled Person 95-00
Immunization
1980
Urban
Rural
Measles
3
Tuberculosis
9
Diptheria (DPT)

101.8

84.4

Ratio
2002 2003/1991 Source
82.0
109

400

0.80
0.63

19
1995
20

PES
PES
PES
DHS
DHS

1984
64%
45%

76%
46%
54
78
56

UNDP
UNDP

Government of Pakistan. 2002 – 2003 Federal Budget in Brief, Fund. 1998 Census of Population.
page 97.
Source: 1998 Census Report of Pakistan.

a

7

WHO. World Health Report. 2003.
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Malnutrition. In FY2002, about 24% of the babies were low birth weight
and 37% of the preschool children were malnourished. Universal access to
iodized salt was available to 55%. One third of the population was getting
calories less than the recommended daily allowance, while 45% of women in
child-bearing age were suffering from anemia. Nearly 60% of children below
five years of age were anemic.
HIV/AIDS. Because of taboos surrounding sex and sexuality, reliable data
on HIV/AIDS is not available. It is estimated that 70,000 to 80,000 people are
infected with the disease.
2. Disability
According to the 1998 Census, around 2.5% of the total population was
classified as disabled. Prevalence of disability among 0-14 years and 15-24
years was 2.1%. Percentage of disabled was 2.2% among 25-44 years of age
that increased to 3% in 45-60 years age group. The highest rate of disability
(8%) was among population over 60 years of age. The Government of Pakistan
has provided 2% employment quota for the disabled in government service.
According to the 1998 census, 19% of the disabled were mobility impaired,
8% were visually impaired, 7.6% were developmentally disabled, 7.4% were
vocally and hearing impaired, and 6.4% were mentally disabled. About 8.2% of
the disabled had more than one disability. Disability of 43% is not defined
precisely. The Government provides education and some skill training through
many institutes of special education.
Among children aged five to 14 years, the largest percentage (24.9%)
suffer from more than one disability, followed by visual impairment that affects
19.9% of disabled.
Table 2.6. Disability by Age
Age

No. of Disabled

0-14
15-24
25-44
45-59
60+
Total

1,204,501
518,753
646,218
342,634
574,524
3,286,630

As % of Age Group
2.1
2.1
2.2
3.0
8.0
2.5

Source: 1998 Census Report of Pakistan.
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F. Housing and Physical Infrastructure
Access to improved source of water and hygienic sanitation has improved
considerably. Access to improved source of drinking water has increased from
82% of households in 1999 to 86% of the households in 2002. In rural areas, it
has increased from 77% to 80% in the same period. Drainage of waste water
was available to 50% of households in 1999 and to 51% in 2002. In rural areas,
drainage was available to 32% of households in 1999 that increased to 34% of
the households in 2002. Toilets were available in 37% of households in 1999
that increased to 41% in 2002.
General housing conditions have improved, along with other social and
economic indicators; in the 1998 Census—a key indicator is that the number
of persons per sleeping room decreased from 3.5 in 1980 to 3.1 in 1998.
Electricity is available to 93.1% of the urban households and 70% of the rural
households.
Table 2.7. Housing Conditions
Item

Location

Safe Water—Access to Improved
Water Source
Improved Sanitation—Drains
Improved Sanitation—Has Toilet
Electricity

Persons Per Sleeping Room

Pakistan
Rural
Pakistan
Rural
Pakistan
Pakistan
Urban
Rural
Pakistan

1980

1999

2002
86%
80%
51%
34%
41%

30.6%
71.0%
14.7%
3.5

82%*
77%
50%
32%
37%
70.5%
93.1%
70.0%
3.1

*Percentage of households.
Source: 1998 Census, PIHS 2001-02.

G. Poverty and Inequality
Poverty trends in Pakistan indicate that economic growth has not made a
significant impact on poverty reduction in the country. In the 1960s, poverty
levels persisted despite high growth rate. In the 1970s, poverty levels declined
despite low growth. In the 1980s, high growth was accompanied with falling
poverty levels. In the 1990s, growth rate slowed down and per capita income
grew at a rate of 1%, but poverty doubled. “This clearly indicates that growth
did not necessarily trickle down, and the rise and decline in poverty levels
may be due to some other factors including the extent of employment-
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generation during these periods.”8 Planning Commission of Pakistan has
adopted an official poverty line based on a caloric norm of 2,350 calories per
adult equivalent per day and minimum nonfood requirements. This poverty
line approximates PRs673.54 per month per adult equivalent in FY1999 and
PRs848.80 in 2004 prices. An important feature of poverty in Pakistan is a
high concentration of the population within a small range around the poverty
line. According to the Planning Commission, 63% of the poor population falls
between the poverty line and a level of consumption that is equivalent to 75%
of the poverty line. According to an ADB Poverty Study, “Poverty characteristics
in Pakistan include high levels of income and asset poverty, economic and social
vulnerability, gender disparity, and low levels of human capital development”.9
Pakistan has not only experienced increasing poverty, its performance on human
development is very poor and declining. It is ranked at 142nd number on the
human development index of 2002 for 177 countries. Pakistan is ranked below
the other South Asian countries. This index is based on 2002, data when Pakistan
had a life expectancy at birth 61; its adult literacy was 41.5; and its combined
primary, secondary, and tertiary gross enrolment ratio was 37%.10
More than two thirds of the population (67.5%) live in rural areas.
Agriculture farming and livestock rearing are the two major economic activities
in rural areas. Access to land and water was the major cause of poverty according
to the Participatory Poverty Assessment (PPA) study. It argued that
concentration of land in relatively small number of large landlords is
impoverishing, because the poor have limited assets to work with. The land
tenure system created “possibilities of ultra-exploitation and abuse that are
unlikely ever to be subject to effective regulation”.11 Out of about 14.7 million
rural households, 6.6 million are landowners and a vast majority of the household
is landless. The distribution of farm land is highly skewed as 58% of the farming
households own less than 5 acres of land; only 1.6% of the landholdings are
larger than 50 acres. Landed upper class that includes tribal leaders and pirs
(religious spiritual leaders) continue to dominate the countryside eulogizing
the rural culture and traditional values. The rural poor, particularly, the landless
and marginal farmer households, continue to be the victims of oppressive
customs and traditions of the rural culture. This had different manifestations
in different areas. The most striking example of powerlessness of poor is the
8

9

10
11

UNDP. 2003. Dr. A. R. Kamal, Poverty in Pakistan: Trends and Causes in Towards Pro-Poor
Growth Policies in Pakistan. Islamabad. page 24.
Asian Development Bank. 2002. Poverty in Pakistan: Issues, Causes and Institutional
Responses. Islamabad. page 14.
UNDP. 2004. Human Development Report 2004. page 141.
Government of Pakistan. Between Hope and Despair. page15.
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custom of honor killing (known as karo kari in Sindh, but with different names
in different areas of the country). Plain and simple unlawful killing of a hapless
man and women is justified in the name of age old traditions and rural culture.
In some areas old enmity is settled by offering young women and girls in
marriage to erstwhile enemies.
Poverty has significantly increased in rural areas compared to urban areas
in the recent years. According to a survey conducted in 2003, 31.8% of the
population was below poverty line in Pakistan, while 22.39% of the population
in urban areas and 38.65% in rural areas were below poverty line.12 This
indicates wide disparity between rural and urban areas. Population below
poverty line in rural areas increased from 25.4% in 1993-94 to 38.65% in 2003.
The long spell of drought in the country has severely affected agriculture
sector with registered growth of negative 2.67% in FY2001 and negative 0.07%
in FY2002.13
Income inequality in Pakistan remains moderate. In urban areas, the
Gini Coefficient of household income was 0.407 in 1990-1991, 0.410 in 1993
and 1998-1999, while the ratio of the richest to poorest quintiles income share
increased from 7.8 in 1993 to 8.0 in 1998-1999. In rural areas, Gini Coefficient
of household income was 0.37 in 1993 and 0.40 in 1998-1998, while the ratio
of the richest to poorest quintiles income share increased from 6.4 in 1993 to
6.8 in 1998-1999.
Table 2.8. Poverty and Inequality
Poverty

Poverty Headcount
Urban
Rural
% of Households Living
Below Official Poverty Line*
Inequality
Richest/Poorest ratio
Gini Coefficient
(household income)

FY1993
(%)

FY1999
(%)

FY2001
(%)

FY2003
(%)

26.8
28.3
24.6
26.8

30.6
20.91
34.67
30.6

32.1
22.67
38.99
32.1

31.8
22.39
38.65
31.8

7.8
0.41

8.0
0.41

* Official poverty line was PRs748.56 per adult equivalent per month at the prices of FY2001. At
the prices of FY2004, poverty line is estimated at PRs848.80 per adult equivalent per month.
Source: Pakistan Economic Survey 2003-04. page 43.

12
13

Pakistan Economic Survey 2002-03. Islamabad. page 49.
Ibid., page 50.
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H. Summary
The available data suggest that little improvement in the social and economic
conditions in Pakistan occurred between 1990 and 2003. Poverty has increased
in the 1990s and improvement in health and education is not impressive.
There has been much fluctuation in GDP growth rate in the 1990s—2.1% in
FY1993, 5.1% in FY1995, 1.7% in FY1997, 2.2% in FY2001. GDP growth rate
has shown 5.1% in FY2003 and 6.4% in FY2004 and in these years, GDP per
capita has also risen. Social sector indicators, infant mortality rate, maternal
mortality rate, infant mortality rate, and child mortality rate have decreased,
but remain high relative to most other countries. Rural areas have suffered
most in the past decade owing to drought and the inequitable distribution of
land. While rural poverty has increased, urban poverty has declined. The poor
have yet to get access to basic services like health, education, and safe drinking
water.
Pakistan has shown consistent lagging on the Human Development Index
ranking. In 1980, it has 132nd rank; in 1990 it reached to 139th, in 2001 at 144th
in 175 countries and in 2002, it was in 142nd place in 177 countries. Human
Development Index vale was 0.499 in 2001 that has declined to 0.497 in 2002.

III. The Definition of Social Protection In Pakistan
The Article 38 of the Constitution of Islamic Republic of Pakistan provides
the foundation for definition of social protection in Pakistani context:
“The State shall—(a) secure the well-being of the people,
irrespective of sex, caste, creed or race, by raising their standard
of living, by preventing the concentration of wealth and means
of production and distribution in the hands of a few to the
detriment of general interest and by ensuring equitable
adjustment of rights between employers and employees, and
landlords and tenants; (b) provide for all citizens, within the
available resources of the country, facilities for work and
adequate livelihood with reasonable rest and leisure; (c) provide
for all persons employed in the service of Pakistan or otherwise,
social security by compulsory social insurance or other means;
(d) provide basic necessities of life, such as food, clothing,
housing , education and medical relief, for all such citizens,
irrespective of sex caste, creed or race, as are permanently or
temporarily unable to earn their livelihood on account of
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infirmity, sickness or unemployment; (e) reduce disparity in
the income and earnings of individuals, including persons in
the various classes of the service of Pakistan; and (f) eliminate
riba14 as early as possible.”
There is, however, no official definition of SP in Pakistan that is as allembracing as the ADB definition nor indeed has the Government of Pakistan
adopted an official definition for SP. This is not altogether surprising as the
term “Social Protection” has only been adopted by IFIs in recent years; it is
also not in common usage in many developed countries.
Nevertheless, the Poverty Reduction Strategy Paper (PRSP) of the
Government of Pakistan, which is now based on five pillars—(i) accelerating
economic growth while maintaining macroeconomic stability; (ii) investing
in human capital; (iii) augmenting targeted interventions; (iv) expanding
social safety nets; and (v) improving governance—includes one direct
reference to SP:
“The Poverty Reduction Strategy aims to strengthen the existing
mechanism of cash transfers through Zakat, and the social protection system
of EOBI and health care through Employees Social Security Institutions
(ESSI).”15
As stated in another document, in addition to social security and EOBI,
distribution of state land to landless is considered as the basis of SP
mechanism.16 Other social assistance programs that include direct handouts
(Zakat, Bait-ul-Mal) to the poorest section of population are defined as social
safety nets.
A study of SP in Pakistan,17 financed by the ADB, has recently been
completed, which reviewed existing schemes and proposed a way forward.
Also, WB has started a review of SP in Pakistan designed to: (i) review Pakistan’s
existing SP programs, (ii) provide a detailed study of selected programs, (iii)
propose reforms to improve the effectiveness and targeting of select programs
as well as to enhance the monitoring and evaluation of programs; and (iv)
provide TA for policy reform.

14
15

16
17

riba means interest which is strictly forbidden in Islam.
Government of Pakistan. 2003. Accelerating Economic Growth and Reducing Poverty: The
Road Ahead (Poverty Reduction Strategy Paper), Poverty Reduction Strategy Paper Secretariat.
Islamabad. page 83.
Government of Pakistan. 2003. PRSP Full Year Report FY 2002-03. Isamabad. page 11.
GVG, op.cit.
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This examination of the definition and practice of SP in Pakistan leads
to three general conclusions:
(i) SP programs and activities shall be defined clearly by the
Government and mainstream social services not specifically
targeting the poor, like education, heath, and integrated rural/
community development shall not be included in the SP. More
generally, a distinction has to be made between SP activities and
overall poverty-reduction and social development activities;
(ii) SP must be defined in such a way that its components reflect
prevailing national and international SP definitions, without which
the “acceptability” and hence, usefulness of the resultant SPI will
be limited.
(iii) The definition of SP to be adopted for this study must take into
account both the resources at the disposal of this study and much
more importantly, the resources likely to be available in nonparticipating countries to derive SPIs unaided by externally funded
consultants.
The definition of SP to be used for this study is:
“The set of policies and programs that enable vulnerable groups18 to
reduce, mitigate and/or cope with the risks associated with their particular
circumstances and that do not fall under activities normally associated with
other sectors such as rural development, basic infrastructure, health and
education, and that are both targeted at these groups and involve cash or inkind transfers.”
This definition is preferred for three principal reasons:
(i) It distinguishes SP activities from those that are traditionally seen
as falling with sectors such as heath, education, rural/community
development and infrastructure provision.
(ii) It puts the emphasis on those programs that are quantifiable and
can, thus, form part of an SPI;
(iii) Although this definition is narrower than ADB’s current definition,
it does reflect ADB’s principal activities in terms of SP in recent
years. These concentrate on the social insurance, social assistance,
and labor market components (see ADB, Progress Report on the
Social Protection Strategy, Manila, 2002).

18

The primary target groups for social protection policies, which reflect the ADB’s definition
of social protection, are the unemployed/ underemployed, the elderly, the sick, those affected
by natural disasters, the poor, the disabled and children with special needs.
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Table 3. Inclusion/Exclusion of Social Protection Programs
Component/ Subcomponent
of Social Protection
Labor Market Programs
Direct Employment-Generation
(microenterprise development and
public works)
Labor Exchanges and Other Employment
services
Skills Development and Training
Labor Legislation (including minimum
age, wage levels, health and safety, etc.)
Social Insurance Programs
Programs to Cover the Risks Associated
with Unemployment, Sickness, Maternity,
Disability, Industrial Injury, and Old Age
Health Insurance
Social Assistance and Welfare Programs
Welfare and Social Services Targeted at
the Disabled, the Indigent, those affected
by disasters, and other vulnerable groups.
Cash/In-Kind transfers (e.g. food stamps,
health cost exemptions or subsidies)
Temporary Subsidies for utilities,
Housing, etc.

Included/
Excluded

Comments

Included

Includes loan-based programs to
support small businesses, etc.

Included

Includes retrenchment programs

Excluded

Unless targeted at particular groups,
such as the unemployed or
disadvantaged children.
Not amenable to quantification

Included

Included
Included
Included
Included
Included

Micro and Area-based schemes
Microinsurance/microfinance schemes

Only if imposed in times of crisis and if
targeted at particular vulnerable groups.
General subsidies are excluded, even if
their rationale is to assist the poor.

Included

Agricultural insurance

Included

Social Funds

Excluded

Disaster preparedness and management

Included

Microfinance seen as an important
aspect of SP. Mainstream rural credit
programs will be excluded.
Agricultural insurance will rarely be
affordable and therefore, targeted at
the most vulnerable farmers.
Except where direct transfers to
households occur
Reconstruction of physical
infrastructure is excluded. De-mining
programs included. Number of
beneficiaries not amenable to
quantification.

Child Protection
Child rights and advocacy/awarenessp
programs against child abuse, child labor, etc.
Early childhood development activities

Included

Not amenable to quantification

Excluded

Direct assistance for health and
education would be included in
following categories. Otherwise, these
programs fall within basic health and
education programs, which are excluded.

Educational assistance (e.g. school feeding,
scholarships, fee waivers)
Health Assistance (e.g. health cost reduced
fees/ subsidized medicines for vulnerable
groups)
Family Allowances

Included

Street Children/Child Worker/Orphan
Initiatives
Source: Authors.

Included
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Based on the above definition, Table 3 contains a schedule of the types
of programs that are considered to fall within the above definition. The table
also indicates those programs falling within ADB’s categorization of SP
activities that will not be considered in this study. The latter primarily include
programs that either involve the construction of physical or social infrastructure,
integrated community development schemes and programs that traditionally
fall within the education and health sectors, e.g. primary and preschool
education, immunization, health and nutrition education, and pre- and postnatal care.
Attention should also be drawn to the inclusion of microcredit programs.
ADB’s definition excludes these unless they include microinsurance (which
is not generally the case) or “promote community self help or other SP policies.”
Not all rural credit programs can be included; however, programs that directly
target poor households and/or are community-based should be included. They
represent one of the most prevalent forms of assistance to the poor in several
countries (e.g. Bangladesh, Vietnam) and evidence suggests that in many cases,
these programs contribute positively and directly to the general welfare of
recipients. Additionally, there seems little logic in excluding these programs,
while including job-creation programs based on loans to small businesses.
It is recognized that this definition is open to debate, as are most SP
definitions. However this approach will:
(i) facilitate the acceptability of the results by national governments
and IFIs by not including large numbers of programs and activities
that are normally seen as being a part of other sectors;
(ii) enable SP strategies and programming to concentrate on a clearly
defined set of activities and projects that fall outside the ambit of
other major sectoral development funding;
(iii) not prejudice the implementation or adoption of any policies or
programs that fall within wider definitions of SP or hamper ADB’s
ability to achieve its current SP priorities; and
(iv) facilitate the development of a statistical database for the
formulation of an SPI.

IV. Current Social Protection Activities and Programs
A. General
This chapter presents an overview of current SP activities and programs in
Pakistan. The programs and activities described here include the major
programs operated by government agencies, national nongovernmental
organizations (NGOs) and international nongovernmental organizations
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(INGOs). The descriptions aim to present the main features of the programs
as well as the key quantitative information required to construct an SPI for
Pakistan. It is, however, not always possible to quantify the SP activities of
some programs; in these cases, descriptions in such cases are limited to
qualitative discussions.
The key quantitative variables19 required for constructing an SPI are the
cost/expenditure of the programs, the number of beneficiaries served by the
programs, the number of the program beneficiaries who are poor, and the
amount of program expenditure going to poor beneficiaries. At the start of
field work, it became obvious that virtually none of the required data was
readily available from published sources. Reliance, therefore, had to be placed
on obtaining this information directly from the agencies responsible for SP
activities and programs. This process required the consultants to visit to
provincial the provincial centers, Lahore, Karachi, Peshawar, and Quetta.
Accordingly, unless otherwise stated, all the information cited in this chapter
comes from discussions and meetings with relevant officials and experts and
unpublished reports.
The remaining sections of this chapter are structured around the
components and subcomponents of ADB’s definition of Social Protection listed
in Table 3.1, i.e. labor market programs, social insurance programs, social
assistance and welfare programs, micro and area-based schemes, and child
protection programs. Unless otherwise stated, the cited information on SP
programs comes from interviews with agency officials, government websites
or program websites.

B. Labor Market Programs
1. Labor Legislation and Standards
There are many laws in Pakistan that regulate terms and conditions of
employment, welfare services to workers employed in mines, industries or other
establishments. The most important of these laws are briefly described below.
The Industrial R
elations Ordinance 2002. This aims to amend, consolidate,
Relations
and rationalize the law relating to formation of trade unions, regulation, and
improvement of relations between employers and workmen and avoidance and
settlement of any differences or disputes arising between them.

19

For details see the forthcoming section.
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The Employees Social Security Ordinance 1965 (X of 1965). Provincial
governments created Employees Social Security Institutions (ESSI) under
this ordinance to register establishments that employ 10 or more persons (in
Balochistan, this applies to establishments employing more than five persons).
ESSI registers establishments that employ the required number of workers.
Employers are required to register employees with ESSI and make payment
of 7% of their wages to ESSI. In return, ESSI provides health facilities and
medicines to registered employees and their family members. In addition to
health facilities and medication, ESSI also provides smaller expenses related
to health costs. Maternity benefits and long term treatment for TB are also
included in ESSI benefits.
Employees Old Age Benefits Act 1976 (XIV of 1976). This Act provides
old age pensions to employees in an establishment or industry that employs
more than 10 persons. Under this law, employers are required to pay 5% wages
of registered employee subject to a maximum of PRs150 per month per
employee as contribution towards pension fund, while employees are required
to pay PRs20. The fund is collected and administered by the Employees’ Old
Age Benefits Institution (EOBI). The establishment and employees must be
registered with EOBI and pay prescribed contributions under the law. This
act provides: (i) old age pension, (ii) survivor’s pension to legal heirs of
pensioner, (iii) invalid pension, and (iv) old age grant to retired employees
not eligible for pension.
Work
ers W
elfare F
und Ordinance 1971. Federal government established
orkers
Welfare
Fund
this fund in 1969 with a grant of PRs100 million to provide housing to workers.
In 1971, the ordinance was promulgated to provide regular source of income
for the fund. This ordinance is applicable to industries that employ more than
50 workers, have paid up capital of more than PRs2 million or fixed assets
worth PRs4 million. If such industries earn income above PRs100,000 in any
assessment year, they are then required to pay 2% of their income to the fund.
The fund is administered by the federal tripartite board that provides funds
to provincial boards. The fund is used for: (i) construction of houses that are
sold to workers, (ii) providing marriage grant to workers for marriage of their
daughters, (iii) scholarship for workers’ children, and (iv) construction of
educational institutions and hospitals.
Excise Duty on Minerals (Labor W
elfare) Act 1967. Under this Act, the
Welfare)
federal government instituted duty on mines of 23 minerals. Rates of duty
may range from PRs1 to PRs5 per ton as fixed by the federal government
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through gazette notification. The duty collected shall be given to the Mines
Labor Housing and General Welfare Fund. The fund shall be utilized to: (i)
provide housing for mine workers; (ii) cover administration cost of fund; and
(iii) provide other facilities like education, improved nutrition, water supply,
transport etc. The money can be used by the federal government to promote
the welfare of the labor employed in mining industry. From this duty, the
federal government also provides funds to mine owners for maintaining
dispensaries.
Employment of Children Act 1991. This Act prohibits employment of
children below 14 years of age in mines, factories, and hazardous occupation
or employment. This law also prohibits forced labor, slavery, and human
trafficking.
Work
ers Children
’s Education Ordinance 1972 (XI of 1972). Under this
orkers
Children’s
ordinance, establishments employing 20 or more workers are required to pay
annual tax of PRs100 per worker to the provincial government as education
fee. Provincial government will provide free high school education and
thereafter, training in a polytechnic or vocational training institute to one child
of every worker. Free education means provision of textbooks free of cost and
waiver of tuition and examination fees.
Companies P
rofit (W
ork
ers P
articipation) Act 1968 (XII of 1968). Under
Profit
(Work
orkers
Participation)
this Act, establishments employing 50 or more workers shall provide 5% of
their profit for distribution among workers. Each worker shall get no more
than PRs3,000 per annum under this Act. The amount left after distribution
to workers shall be deposited in the Workers Welfare Fund.
The Minimum W
ages Ordinance 1961 (XXXIX OF 1961). Under this
Wages
Law, provincial governments are required to establish minimum wage board
consisting of four members including a chairperson, a representative of
employers and a representative of workers. The board, upon reference from
the provincial government, shall determine the minimum wage for adult
unskilled workers and juvenile workers employed in industrial undertakings.
After receiving recommendations of the board, the provincial government may
issue notification in an official gazette to declare the minimum wage rate.
Provincial government may appoint authority under this Act to hear and decide
claims.
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Shops and Establishment Ordinance 1969 (VIII of 1969). This
Ordinance provides paid weekly holidays to employees of establishments in
addition to other leave entitlements admissible under other rules. Every
establishment shall also provide 14 days paid leave and 10 days sick/casual
leave in a year to employees. This Ordinance also provides payment of overtime
calculated at double the ordinary rate of wages payable to employee.
Factories Act 1934. It also makes provisions on leaves and allows a 14consecutive-day paid leave to workers.
Workmen
’s Compensation Act 1923. This Act requires employers to pay
orkmen’s
compensation to workers in case of injury arising out of and in the course of
employment. The injury that results in full or partial disablement or death is
covered under this Act.
Payment of W
ages Act (IV of 1936). This Act requires payment of wages
Wages
to employees on time and in legal tender.
The Mines Maternity Benefit Act, 1941. This Act provides maternity
benefits equal to a six-week leave with pay before delivery and a 6-week leave
with pay after delivery to women working in mines.
Dock Laborers Act 1934. This Act aims to give effect to the convention
concerning the protection against accidents of workers employed in loading
and unloading of ships.
Dock W
ork
ers (R
egulation of Employment) Act 1974. The goal of this
Work
orkers
(Regulation
Act is to regulate the employment and working condition of dock workers.
The Children (Pledging of Labor) Act, 1933. This makes any agreement
void that is designed to pledge labor of children in any employment in return
of any payment or benefit.
The R
oad T
ransport W
ork
ers Ordinance 1961. This defines working
Road
Transport
Work
orkers
conditions, hours, leaves, and weekly holidays for transport workers.
Abolition of Bonded Labor Act 1992. This abolishes all forms of bonded
labor.
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Disabled P
ersons (Employment and R
ehabilitation) Ordinance 1981.
Persons
Rehabilitation)
This provides 2% employment quota for the disabled in all government and
private establishments employing more than 100 persons.
2. Direct Employment Creation
The federal and provincial governments implement schemes under Annual
Development Program that also consists of a number of infrastructure projects.
Since its devolution in 2001, provincial governments provide grants to district
governments and the Tehsil municipal administrations for small-scale
infrastructure projects. All these infrastructure projects provide some smallscale, short-term employment. The federal government provides PRs10 million
to each member of the national assembly and the senate for development
projects in their constituency under the Tameer-i-Watan program. Similarly,
the provincial governments provide funds to members of the provincial
assemblies for the same purpose. The Government is implementing a Drought
Emergency Relief Assistance (DERA) program with donor assistance to
mitigate the effects of the drought. This program is aimed at the rehabilitation
of drought stricken areas through short-, medium-, and long-term schemes
and did not involve any direct financial transfer to affected population. This
program is implemented by the district governments and the Tehsil municipal
administration of drought-stricken areas. While consolidated data on these
programs is not available, it is not considered that they have significant
employment-creation implications.
In addition to these programs, there are other infrastructure projects, as
there are in all countries, which provide temporary employment to a large number
of people; this category of program cannot be considered to be part of SP.
Khushal Pakistan is a small-scale infrastructure development program
aimed at creating economic activities and employment in rural areas. This
program is included in the PRSP and it is implemented by the district
governments. According to PRSP Report for the FY2003, a total of PRs31.5
billion were allocated for the program in March 2003 for a total number of
34,812 schemes.20 The report did not provide expenditure under the program
in FY2003, though it stated that a total of 11,945 schemes were implemented
in that year. The average cost of a scheme is PRs905,000. Thus the total
expenditure under the program in FY2003 was PRs10,810.22 million. This
expenditure, however, includes equipment and material costs including those
for design, contract management, and skilled labor as well as temporary jobs.

20

Government of Pakistan. 2003. PRSP Full Year Report FY 2002-03. Islamabad. page 12.
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The report states that a total of 80,758 jobs were created under this program
in FY2003.21 Further inquiries revealed that the average length of employment
was 40 days. Assuming the prevailing unskilled labor rate of is PRs100 per
day, the total expenditure on job-creation is estimated to be in the order of
Prs323 million.
There is no network of employment exchanges in Pakistan that assists
the unemployed in finding jobs.
3. Skills Development and Training
Technical, vocational, and skill training programs are implemented not only
by the concerned government departments, but also by numerous NGOs,
charity organizations, statutory and non-statutory bodies, and federations of
trade unions. Pakistan Bait-ul-Mal has also established 31 vocational training
centers for women in different areas. Provincial social welfare departments
have established vocational training centers for women in almost every town—
in NWFP, these were 102 in FY2003. It is extremely difficult to obtain data on
the total number of these institutions, trainees, and expenditure. The total
number of institutions established under the Government is given below in
Table 4.1.. The vocational training centers by NGOs and by the provincial
department of social welfare mainly provide training in embroidery and
dressmaking. A large number of NGOs also provide similar vocational training
to men and women. Social welfare department training centers in large cities
offer many other training courses in addition to embroidery and dressmaking.
Women can earn income by learning these skills. There is no systematic data
to indicate employment-creation as a result of vocational and technical training
or skill training to women under these programs.
Table 4.1. Government Vocational and Technical Training Institutions, FY2002
Type of Training Institutions
Commercial Training Institutions
Industrial/Vocational Training Institutions
Technical Training Institutions
Total

Number
200
192
70
462

Enrolment
24,750
8,412
31,423
64,585

Source: Pakistan Statistical Year Book 2004, p. 132.

21

Ibid. page 16.
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4. Retrenchment Programs
The Government of Pakistan started privatizing state-owned enterprises and
financial institutions since late 1980s. Retrenchment programs were
implemented in some organizations before privatization. The Government of
Pakistan implemented several retrenchment programs for public sector financial
institutions in the past decade with financial assistance from WB, IMF, and
ADB. No major retrenchment programs have been implemented since 2001.

C. Social and Health Insurance
The most comprehensive social insurance scheme in Pakistan is that for
government employee pensions. Pakistan’s social security system contains
two formal contributory nationwide schemes for employees of industries
and establishments: (i) Employees Social Security Institutions (ESSI) and
(ii) Employees Old Age Benefits Institution. ESSI provides health services
and some cash benefits to registered employees. EOBI is a compulsory pension
scheme for employees. There are two other social and health insurance
programs for employees of industries and establishments: social security and
old age pension. These programs are described below.
1. Pensions of Government Employees
All employees of the federal government, provincial governments, Armed
Forces, civilian employees of Armed Forces, civilian Armed Forces, and semiautonomous organizations, most statutory bodies, and Water and Power
Development Authority (now divided into several companies) are entitled to
pension and other benefits upon completion of 25 years of service or upon
reaching the age of 60 years. Pension is equal to 70% of the value of basic pay
and some certain other emoluments. In addition to pension on retirement,
they receive half or more of their pension in advance for 10 or more years,
according to a formula, which takes into account the age and number of years
in government service. This is known as commutation. Employees deposit a
certain percentage of their salary in a General Provident Fund. The Government
does not contribute any money to this fund. This savings of employees is
repaid on retirement with a relatively higher interest rate paid by the
Government. Gratuity is provided for an employee who has served less than
10 years or whose job was abolished before his 25 years minimum eligibility
period was completed. The employee receives one-month pay for every year
served or 1.5-months pay in the case of death or disability. This benefit is
known as gratuity.
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The eligibility criteria for pensions are attaining the age of superannuation
(60 years age) for civilian government servants. Civilians in the service of
federal and provincial governments can apply for retirement after completion
of 25 years of government service. The proportion of people who apply for
retirement before the age of superannuation is not known. However, an
amendment in 2000 of the Civil Servants Act of 1973 states that government
servants can be retired by the competent authority with full pension benefits
after completion of 20 years of service. Gratuity or cash benefit is provided to
employees whose post is abolished provided that he/she has completed 10
years of service.
Several laws relate to retirement of the Armed Forces and the following
four branches of the civilian armed forces: (i) Frontier Constabulary, (ii) Frontier
Corps, (iii) Northern Area Scouts, and (iv) Pakistan Coast Guards. Soldiers
(non-commissioned ranks) retire at the age of 36-37 years, if not promoted to
senior ranks or promoted to junior commissioned ranks. Commissioned officers,
if not promoted to senior ranks retire after completion of 18 years service, and
generally, every senior position give two additional years of service. Only the
full general (only one person in the Armed Forces) may retire at the age of
superannuation. A substantial number of pension recipients will, therefore,
be aged less than 60 years.
Table 4.2 summarizes data on pension recipients and expenditure.
Table 4.2. Summary Data on Pension Schemes, 2002-2003
Category of Pensioners

Federal Civil Servants
Armed Forces—Personnel
Civilian Armed Forces*
Civilian Employees of the Armed Forces
Subtotal Federal Government
Punjab Provincial Government Servants
Sindh Provincial Government Servants
NWFP Provincial Government Servants
Balochistan Provincial Government Servants
Subtotal Provincial Governments
Grand Total

Number of Current
Pensioners

148,261
951,866
58,500
126,372
1,284,999
313,637
190,554
130,000
37,263
671,454
1,956,453

Amount of
Pension
(PRs million)
5,017.36
30,723.30
950.0
2,730.0
39,420.66
9,866.16
4958.89
3,400.00
753.80
18,978.85
58,399.51

* Civilian armed forces with retirement in younger ages same as the Armed Forces.
Source: Actuaries Office, Ministry of Finance, Government of Pakistan.
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The total number of retired civilian employees of federal and provincial
governments is 946,087. Of these 400,000 retired at younger ages between
43 years and 59 years.22 This means 42.3% of the retired civilian employees
retired before the age of 60 years. The total number of the retired Armed
Forces and civilian Armed Forces personnel is 1,010,366 and all of them retired
in younger ages.
2. Pensions in Other Autonomous and Semiautonomous Organizations
In addition to federal and provincial governments, government-owned
corporations, autonomous and semiautonomous organizations provide pension
or gratuity to their employees on retirement. Gratuity is usually a large amount
paid in lump sum at retirement and no other amounts are paid afterwards.
Pakistan Steel Mills pays only gratuity to its employees on retirement. Pakistan
Steel Mills, for example, paid PRs44.38 million to its 241 employees on
retirement in FY2003.23 All public sector universities (32 in number) are
semiautonomous institutions and all pay pensions to their employees on
retirement. Local government staff employed by municipal administration
obtain pension from local councils; and data could not be collected from the
large number of bodies spread over the country. Water and Power Development
Authority (WAPDA) is probably the largest government sector organization.
The total number of pensioners of WAPDA was 65,000 and the total amount
paid in pensions was PRs2.0 billion in FY2003.24
3. Employees’ Old Age Benefits Institution (EOBI)
This contributory pension scheme was established by the federal government
in 1976 under the Employees’ Old Age Benefits Act, 1976 (XIV of 1976). The
Employees’ Old Age Benefits Institution (EOBI) was created as an
implementation agency for the scheme. The Act is applicable to all
establishments that employ 10 or more persons. In 1976, the Act was originally
applicable to those employees who were drawing monthly salary of up to
PRs1,000. Now, there are no restrictions on the monthly salary and any industry
or establishment that can be registered with EOBI. It is mandatory for all
establishments that employ ten or more persons to register with EOBI and
provide insurance to their employees. Establishments that employ less than
10 persons can also insure their workers voluntarily. Employers are required to
pay contribution equal to 5% salary of employees subject to a maximum of
22
23
24

Data provided by Actuaries Office, Ministry of Finance.
Ministry of Industries, Islamabad provided data on gratuity to Pakistan Steel Mills employees.
Director General Finance, WAPDA, Labore, provided data on WAPDA pensions.
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PRs150, irrespective of the salary of employee. From July 2001, employees are
also required to pay a monthly contribution of PRs20 to EOBI. Employees
once registered are covered for life and become entitled to either pension or
old age grant at superannuation. Main source of EOBI fund is contribution
from registered establishments, though between 1986 and 1994, EOBI received
matching grant from the federal government. From 1995, the only source of
EOBI is contributions. EOBI provides the following four benefits in cash only:
(i) old age pension at the age of 60 for men and 55 for women, though reduced
pension at a younger age is possible; (ii) survivor’s pension to legal heirs of a
pensioner or legal heirs of a deceased employee eligible for pension; (iii) invalid
pension for those who are declared 67% invalid by a medical board; and (iv)
old age grant to retired employees who are not eligible for pension. The first
pension under the scheme was awarded in 1983. The current rate of minimum
pension is PRs700 and maximum is PRs1,680 per month.
The levels of benefits received by individuals are shown above. The
EOBI data has an element of double counting, for example, an employee who
received a pension is counted once and after the death of the pensioner (when
pension is transferred to his legal heir), and it is counted again as a survivor’s
pension. The number of registered establishments was 53,356, while the
number of establishments that paid contributions was 19,498 in FY2003. Some
other establishments are defaulters, but a large number have disbanded and
ceased to exist. EOBI has started de-registration of defunct establishments
and its Islamabad Zonal Office de-registered 606 such establishments in
FY2004. The employee once registered under EOBI remains registered forever,
even if employment is terminated and contributions are not paid. The name
of such person is not removed because every employee once registered with
EOBI becomes eligible for some benefit with a short duration of service. The
total number of registered employees is 1.94 million, while contributions were
paid for all registered employees.
4. Employees Social Security Institutions25
Social Security that mainly provides health services to employees of industries
and establishments was established under ordinance in 1965. Employees Social
Security Institutions (ESSI) were established in the provinces after this
ordinance. In Balochistan, ESSI was established in 1989. This is a compulsory

25

The material in this section is drawn from various reports and Interviews with ESSI staff and
leaders of labor federations in Rawalpindi and Lahore. Statistical data on ESSIs for the FY2003
was obtained by the author for ADB TA on Social Protection Strategy Development Study
and is used with thanks.
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Table 4.3. Summary of EOBI Information, 2003
Item

FY2003

Establishments Registered
Establishment Paying Contributions in FY2003
Employees Registered From 1976 to FY2003
Total Contributions Received in FY2003 (PRs million)
Beneficiary Category
Beneficiaries of Old Age Pension
Beneficiaries of Invalidity Pension
Beneficiaries of Survivor’s Pension
Beneficiaries of Old Age Grant
Total Beneficiaries and Cost of Benefits

53,356
19,498
1,935,948
2,341.70
(number)
154,717
5,399
60,499
5,083
225,698

(PRs million)
1,255.07
10.67
314.00
11.91
1,591.65

Source: Employees Old Age Benefit Institute (EOBI) Islamabad Office.

health insurance scheme for all employees of establishments that employ 10
or more persons in three provinces and in Balochistan, it applies to
establishments that employ five persons. It is compulsory for all establishments
to register with ESSI and insure their employees. Employers are required to
register their employees drawing wages up to PRs5,000 per month and pay
7% of their salaries as contribution to ESSI. Contributions are charged on the
first PRs5,000 of salary and not on the remaining amount, if the salary is higher
than PRs5,000. Employees once registered are covered for life, even if their
income increases beyond the maximum limit. Employees are not required to
pay any contribution to ESSI. The registered employees can get free medical
examinations, clinical tests, medicines, and artificial limbs for self and
dependents free of cost. Ambulance service is provided in some areas. Sickness
benefit equal to 75% of pay is paid for 121 days in a year to employees who are
unable to attend work due to sickness. TB and cancer patients are provided
full pay for a period of one year. Disability pension is provided to employees
who suffer from 67% of disability, while a reduced pension is provided for
lesser a percentage of disablement. Muslim female registered employees are
provided salary of four months on death of their husband because Islamic law
prohibits these women to go out of their home. Survivor’s pension is provided
in case of death of the registered employee due to employment injury or
occupational disease. Death grant of PRs1,500 is provided on the death of the
registered employee for funeral expenses.
Provincial ESSI’s data for FY2003 is given in Table 4.4. Total expenditure
on medicines was PRs257.4 million and on salary of medical staff was 645.5
million. Total expenditure on cash benefits was PRs99.7 million and on
rehabilitation and social expenditure was PRs3.2 million. Total number of
employees and their dependents covered under ESSIs was 4.7 million in 2002.
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Table 4.4. Summary of ESSI Beneficiaries and Expenditure, FY2003
Item
Total Number of Establishments Registered
Total Number of Registered Employees
Total Number of Dependents Covered
Total Incomer of ESSIs
Total Expenditure (PRs million)
Expenditure on Medicines
Expenditure on Medical Staff Salaries
Expenditure on Cash Benefits
Rehabilitation and Social Welfare Expenditure
Expenditure on Administration
Capital Expenditure on Administration
Capital Expenditure on Medical Care
Other Expenditures

FY2003
51,104
849,615
4,728,968
2,408.98
1,737.98
257.4
645.5
99.7
3.2
385.5
35.3
87.2
54.3

Source: Provincial Employees Social Security Intitutions (ESSIs).

EOBI and ESSI are both separate and mutually exclusive institutions,
which were created to provide assistance and relief primarily to low paid
employees in the organized sector. ESSI provides health care facilities.
Institutions registered under EOBI are not necessarily registered under ESSI.
Employers resist registration by all means and sometimes, both ESSI and EOBI
litigate against the institutions, which are within the purview of their laws
but refuse registration. An unknown number of establishments are not
registered with EOBI. All Pakistan Federation of Labor (APFOL) based on their
knowledge of the sector, expressed that a substantial number of establishments
avoid registration with EOBI. APFOL conducted studies of working conditions
in Hattar Industrial Estate and Sialkot and on the basis of field experience, a lot
of observations were made. An industrial establishment with 11 units has
registered only one unit with EOBI and ESSI and workers of 10 other units
were not registered for any benefits. In Hattar Industrial Estate, a large number
of industrial units have not registered at all with EOBI and social security.26
5. Health Insurance
There is no health insurance scheme by the federal or provincial governments
in the country. The Government of Pakistan provides health services
throughout the country from hospitals to dispensaries for the entire population.
In theory, these facilities provide all services, including clinical tests and surgery,

26

This information was provided by the Head of Research at the All Pakistan Federation of
Labor in Interview with the Consultant.
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almost free of cost. In practice, functioning of these establishments is not
satisfactory due to many problems like nonavailability of medicines and
nonfunctioning of facilities, particularly, in rural areas.
Government employees receive a small allowance for health care costs
as part of their salary. They can also, with prior approval of competent authority,
get reimbursement for treatment and medications in private hospitals.
Similarly, there is the possibility of obtaining treatment overseas. However,
due to budgetary constraints and the high demand for treatment in private
hospitals, use of this facility, for which there is no data, is highly restricted and
is not considered to be significant.
The Armed Forces of Pakistan are provided with health facilities and
medication for all types of illness in their own hospitals free of cost. Armed
Forces hospitals are one of the best institutions in the country, fully equipped
and staffed. Civilian persons can also get services from military hospitals on
self-finance basis. Some other large government organizations like WPDA and
Pakistan International Airlines have also established hospitals for their staff.
Several insurance companies have initiated health insurance since the
past decade to provide quality medical services to insured persons. The main
target group for health insurance schemes is middle class families and
individuals, and the employees of the corporate sector. These insurance
companies provide different levels of coverage for different prices. Health
insurance is expensive compared to income levels of a vast majority of the
population. The Adamjee’s Health Insurance covers 150,000 beneficiaries and
it plans a rural health insurance, in cooperation with the Rural Support Program
Network, Allianz EFU covers 100,000 beneficiaries and 85-90% of its business
is through coverage by companies for employees. New Jubilee Insurance also
provides health insurance facilities and it is assumed that it also covers the
same number of persons. These companies were approached repeatedly, but
they have not provided data on health insurance coverage and expenditure.27

D. Social Assistance Programs28
1. Zakat Program—Ministry of Religious Affairs, Zakat, and Ushr29
The Government of Pakistan had no regular social assistance program prior to
1980, when it infits exceeding approximately PRs5,000 initiated collection of

27

28
29

Insurance companies’ offices in Islamabad and Karachi were contacted through phone and
fax but they have not provided the requested data.
Other programs targeted at children are described under Child Protection, see below.
Information on Zakat program was provided by, Ministry of Religious Affairs, Zakat and Ushr.
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Zakat30 and Ushr31from all Sunni Muslims on a compulsory basis. Zakat is a
religious obligation and Muslims are required to pay 2.5% of their certain assets
annually to the poor and needy. Ushr is also a religious obligation and Muslims
are required to pay 5-10% of their income (depending on the mode of irrigation)
from all crops to the poor and needy. In 1980, the Government of Pakistan
issued Zakat and Ushr Ordinance under which collection of Zakat and Ushr
was undertaken by the state. Section 8 of the ordinance defines uses of Zakat
fund. Its utilization shall be for: “(i) assistance to the needy, the indigent and
the poor particularly orphans and widows, and the handicapped and the
disabled, eligible to receive Zakat under Shariah for their subsistence or
rehabilitation, either directly or indirectly through deeni madaris (Islamic
seminaries) or educational, vocational or social institutions, public hospitals,
charitable institutions, and other institutions providing health care; (ii) assistance
to the needy persons affected or rendered homeless due to natural calamities
like floods and earthquakes and for their rehabilitation; and (iii) expenditure
on the collection, disbursement, and administration of Zakat and Ushr.”32
Local Zakat committee selects recipients of Zakat among the eligible
section of the population. Eligible of Zakat is called mustahiq and is defined
as a person or household with income below official poverty line that was
PRs748.56 in prices of FY2001. There are six permanent categories of Zakat
expenditure: (i) Guzara allowance—stipend to poor households; (ii)
educational stipends for students in mainstream educational institutions; (iii)
educational stipends for students of Deeni Madaris (religious seminaries);
(iv) health care grant for treatment of poor patients; (v) social welfare; and
(vi) marriage assistance. The Central Zakat Council has also made allocation
of the Zakat fund into six categories with the following proportion:
(i) Guzara allowance—60%;
(ii) educational stipends—18%;
(iii) stipends for students of Deeni Madaris—8%;
(iv) health care—6%;
(v) social welfare – 4%
(vi) marriage assistance—4%.
The federal government constituted the Central Zakat Council headed
by a person who is (or has been) a judge of the Supreme Court to provide
policy guidelines and to control other matters relating to Zakat funds and

30
31
32

Zakat is levied at the rate of 2.5% on savings and profits exceeding approximately PRs5,000.
Usher is taken on farm produce and distributed among poor and needy.
Zakat and Usher Ordinance 1984.
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maintaining their account. The Provincial Zakat Council is established by the
provincial government. The ordinance provides for the establishment of Zakat
Committees at district, tehsil (subdistrict), and neighborhood levels in urban
areas and at village level in rural areas. There are a total of 39,891 local Zakat
committees in the country. The chairperson of the local Zakat Committee
receives a remuneration of PRs250 per month to meet certain expenses, while
all other members of the committee are volunteers.

Guzara Allowance. This is a subsistence allowance paid at the rate of
PRs500 per month to persons identified by the local Zakat committee as being
the neediest in the locality. Each local Zakat committee selects about 10
persons for this assistance. One person from a household is selected and the
beneficiary is a household. Payment is made after every six months with a
crossed cheque. In FY2002, a total of 810,414 household were provided with a
Guzara allowance and the total expenditure was PRs2,623 million. In FY2003,
total beneficiaries were 859,017 and the total expenditure was PRs2,083 million.
In theory, every beneficiary household shall receive PRs6,000 per annum in two
six-monthly installments. In practice this is not the case, the average amount
per beneficiary was PRs3,236 in FY2002 and PRs2,425 in FY2003. The local
Zakat committee may change the beneficiaries after every six months and in
the past, new beneficiaries were selected for each quarter. It is also possible
that beneficiaries of each six-month installment are counted separately.
Educational Stipends. Educational stipends are provided to students
from eligible families. These stipends are available from primary education to
university-level students. Selection of students is made in two stages: first,
educational institutions determine eligibility and forward application to district
Zakat council, which makes a final decision. Some educational institutions
are given block allocations for educational stipends and selection of students
is made by the head of educational institution and by the chairperson of the
Zakat committee. The monthly rates of scholarship in FY2003 were PRs50 to
primary and middle school students, PRs112 to high school students, PRs375
to college students, PRs750 to postgraduate students, and PRs874 to students
in professional degree courses.
Stipends for Students of R
eligious Seminaries (Deeni Madaris). Islamic
Religious
seminaries that provide religious education, boarding, and lodging are provided
stipends for their students. Some of these seminaries take orphans and very
poor children in their educational system. Deeni Madaris believed to be engaged
in promoting extremism, sectarianism, and militancy are not eligible for
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assistance. Selection procedure is similar to other educational stipends. The
rate of stipend ranges from PRs500 to PRs750 per monthent levels of education.
Health Care. Poor patients are provided assistance with the cost of
medication or surgery. District Zakat committee allocates Zakat funds for each
hospital in tehsil and district for treatment of poor. Poor patient needs
certification and recommendation of eligibility from local Zakat in order to
avail this facility. Central Zakat Council also provides Zakat funds to 82 large
and specialized hospitals in the country for treatment of poor patients. Same
certification and recommendation is required for obtaining free treatment in
these hospitals.
Social W
elfare. Under this head Zakat is provided to certain social welfare
Welfare.
institutions for vocational training of poor men and women. The trainees are
provided stipend and a lump sum grant at the completion of training for buying
materials (e.g. sewing machine, embroidery goods, ) required to start work.
Marriage Assistance. A grant of PRs10,000 is provided as assistance for
dowry or marriage expenses for marrying women.
R ehabilitation Scheme. Central Zakat Council approved the
implementation of the rehabilitation package for permanent rehabilitation of
the poor. The rehabilitation scheme was launched in FY2001 with allocation
of PRs2 billion to provide a permanent source of income to the poor and needy
so that they become self-reliant. In FY2003, allocation of PRs5 billion was
made for this purpose. The eligible persons are selected from among the eligible
people (Mustahiqeen-e-Zakat) or recipients of Guzara allowance. The scheme
consists of 44 businesses, which eligible persons can initiate to earn a living. A
grant in range of PRs5,000 to PRs50,000 is provided per person depending
upon the nature of activity in which he/she is interested.

Eid Grant. Under this scheme, some recipients of Guzara allowance are
given an additional monthly stipend on the occasion of Eid (a Muslim festival).
Available information on the beneficiaries and expenditure of the
different Zakat programs for 2003 is provided in Table 4.5

060150 SPI Pakistan 6.pmd

317

30/06/2006, 3:25 PM

318

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

Table 4.5. Zakat Programs, 2003
Zakat Program

Guzara (subsistence) allowance
Educational stipend
Stipend for Deeni Madaris
Health care
Social welfare
Marriage assistance
Rehabilitation grant
Total

Beneficiaries

Expenditure
(PRs million)

616,715
65,327
3,328
69,486
13,127
8,087
89,297
865,367

1,490.70
63.46
3.88
66.30
54.92
74.66
1330.69
3,084.61

Source: Federal Ministry of Religious Affairs, Zakat and Ushr.

2. Pakistan Bait-ul-Mal—Ministry of Social Welfare,
Women Development and Special Education
Through an Act of Parliament, Pakistan Bait-ul-Mal was created in 1992 as a
semiautonomous organization within the Ministry of Social Welfare, Women
Development and Special Education. Bait-ul-Mal is the second important
agency for social assistance in Pakistan after Zakat. All activities of Bait-ulMal are funded by the federal government. Bait-ul-Mal has similar functions
to Zakat. The Zakat fund is governed by the Islamic law; it is collected from
Muslims and distributed among Muslims, whereas Bait-ul-Mal provides
assistance to non-Muslims as well. The objectives of Bait-ul-Mal, as stated in
the Bait-ul-Mal Act 1992 are:
(i) to provide financial assistance to the destitute and needy, widows,
orphans, invalid, infirm, and other needy persons;
(ii) to render help for rehabilitation of persons specified in clause
(a) in various professions or vocations;
(iii) to provide assistance to children of persons specified in clause
(a) for educational pursuits;
(iv) to provide residential accommodation and necessary facilities to
persons specified in clause (a);
(v) to provide free medical treatment for indigent sick persons; to set
up free hospitals, poor houses, and rehabilitation centers; and to
give financial aid to charitable institutions including industrial
homes and other educational institutions established specially for
the poor and needy;
(vi) to provide stipends to educated youth during their training before
their employment in jobs;
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(vii) to provide stipends and financial assistance to brilliant but poor
students who cannot afford to acquire higher technical or medical
education abroad for lack of money;
(viii) to sponsor and promote self-employment scheme; and
(ix) any other purpose approved by the Board having regard to the
aims and objectives of the Bait-ul-Mal.
Pakistan Bait-ul-Mal’s main programs of direct assistance to individuals
are the Food Support Program and Individual Financial Assistance, prevention
of child labor, and Tawana Pakistan (girls’ school feeding program) in 29
districts. Bait-ul-Mal gives grants to NGOs to provide institutional support to
orphans, disabled, abandoned and destitute women, and the aged. In past
years, Bait-ul-Mal provided assistance to widows and orphans for repayment
of house building loans, relief during natural calamities, and construction of
houses in addition to some other types of similar assistance. Funds of Baitul-Mal are managed by public servants; beneficiaries are selected through
the District Steering Committees headed by District Nazim or DCO as the
chairperson and consist of chairperson of the District Zakat Committee, a
“notable citizen,” and “notable lady” nominated by Bait-ul-Mal, a notable
citizen representing the minorities, a lady councilor, and the district head of
Bait-ul-Mal or its social mobilizer.
Food Support P
rogram. The Food Support Program is designed to meet
Program.
the basic nutritional requirement of the poor and vulnerable sections of
population. The aim of the Food Support Program is to compensate the poorest
families for increase in wheat prices due to a reduction in the wheat subsidy.
This is the largest program of Bait-ul-Mal in terms of fund allocation and
number of beneficiaries. The program was launched in August 2000 and has
been regular since then. In FY2003, 1.12 million households were provided
assistance under this program. Assistance is provided on an annual basis and
the selected households receive a total of PRs2,000 in a year. The assistance
is paid in two six-monthly installments of PRs1,000 each.
Eligibility criteria for this assistance are “needy” individuals having no
support or source of income in the following order of priority:
(i) individuals with major ailments/disability;
(ii) widows with dependent children;
(iii) invalids with dependent children;
(iv) the Infirmed (senior citizens above 65 years old);
(v) poorest of the poor to be reviewed periodically for rehabilitation;
(vi) orphans;
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(vii) the destitutes; and
(viii) victims of unpredictable circumstances.33
Government employees, their family members, and beneficiaries of other
social welfare program are not eligible for assistance under this program.
Beneficiaries of the program are selected by obtaining data from District Zakat
Committee, Pakistan Bait-Ul-Mal, and any other task force constituted by
the concerned District Food Support Program Steering Committee (DFSPSC).
Lists of potential beneficiaries are consolidated by the DFSPSC and scrutinized
with the help of the district government. National Identity Card of potential
beneficiaries is required in order to open an account at the post office to draw
money. Of the beneficiaries, 3% are selected from minority groups.
Individual F
inancial Assistance. Pakistan Bait-ul-Mal provides individual
Financial
financial assistance to people in need on the following ground: (i) economic
shock caused by loss of income of the earning members, (ii) high cost of medical
treatment, (iii) educational stipends, (iv) support for disabled and (v) support
to start small business.
Economic Shock
Shock. Assistance is provided to reduce the effects of loss of
household income due to incapacity of earning working member of the
household. Financial assistance from PRs5,000 to PRs30,000 is provided to
families, which suffered the loss of income due to incapacity of earning member
due to any reason excluding natural disaster. The money is provided as lump
sum only once in a year.
Medical Costs. This assistance is provided for treatment in a government
hospital. The hospital refers the patient to Bait-ul-Mal and after approval of
treatment the money is directly sent to hospital. The maximum amount
available to an individual under this head is PRs300,000.
Poor Students. This assistance is for families that cannot meet the cost
of educating a child. Different rates are paid for different levels of education.
At the tertiary level, twenty students in each of 350 universities get support
from Bait-ul-Mal.
Support for the Disabled. The disabled can get tricycles, wheelchairs,
crutches, and artificial limbs under this program.

33

Pakistan Bait-Ul-Mal, Food Support Program: Manual of Operational Guidelines, n.d. page 10.
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Support for Small Business. People can get up to PRs40,000 to start a
small business.
Eligibility criteria for individual financial assistance include poor, invalids,
the infirmed and disabled, women in distress and orphans. Poor is defined as
“having less income and work opportunities revealing a rigorous match to the
needs.” The poor is compelled to live substandard life and unable to fulfill
the basic needs of the family. The poverty of a person may not be calculated in
terms of monthly income in rupees. It is an aggregate of various factors. An
invalid is defined as a person who is unable to earn a livelihood due to permanent
physical or mental disability. An infirmed is a person aged above sixty years who
is not supported by family or relatives and has no source of income. Disability
includes physical and mental incapacity. Women in distress are defined as
indigent and destitute whether single, a divorcee or widow. Orphan is defined
as a child who is fatherless and under the care of a guardian. The beneficiaries of
Zakat, provincial Bait-ul-Mal, Khushhali Bank (microfinance bank) or from any
other government organization are not eligible for assistance from Pakistan Baitul-Mal. Assistance is granted only once a year, except to students and
beneficiaries of medical cost. Assistance is dis a crossed bank cheque.
Child Labor R
eduction. Pakistan Bait-ul-Mal funds 83 National Centers
Reduction.
for the Rehabilitation of Child Labor (NRCL). These centers have been
established as part of the government and donor campaign to remove the
worst forms of child labor in the country. These centers provide financial
support to families and children to compensate for lost earnings and run
nonformal schools to encourage the children to stay in education. The benefits
include:
(i) a monthly stipend of PRs300;
(ii) free uniform and school supplies; and
(iii) daily pocket money of PRs10.
In FY2004, a total of 9,060 children were enrolled in these centers.
Students who complete education in nonformal schools are given help to
continue in normal schools. Bait-ul-Mal provides PRs4,100 per year for purchase
of books and stationery, and provides subsistence allowance to parents. The
total cost of this program in 2003-2004 is approximately PRs78.4 million.

Dastkari (V
ocational) Schools. Bait-ul-Mal funds 27 vocational (dastkari)
(Vocational)
training schools for poor women. In FY2004, six new schools were opened and
a total of 56 are planned. All these schools offer courses in cutting, tailoring,
hand embroidery, machine embroidery, and hand knitting. Five offer courses
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in computing and a wider range of traditional female skills. The courses are
usually for six months and schools operate for the second shift in the afternoon.
About 120 students are enrolled in each course and 2,446 students completed
training courses in 2003-2004.
Tawana P
akistan. Bait-ul-Mal funds a primary school feeding program
Pakistan.
for girls in 29 high poverty districts. The program is implemented through
NGOs. The aims of this program are to improve school attendance by girls
and improve girls’ nutrition by providing food at school. It also aims to improve
female health by educating the girls on health matters, conducting health
check ups, and providing education of parents. The total cost of the project,
which runs until 2006, is PRs3.6 billion. Pakistan Bait-ul-Mal has contributed
PRs542 million. In FY2004, a total of 246,649 female students are included in
this program.
NGO F
unding. Bait-ul-Mal provides support to NGO projects to support
Funding.
institutions, health facilities, orphanages, etc. The funding is based on costsharing. Bait-ul-Mal provides 75% share in rural areas and 50% share in urban
areas. Approximately 70% of the expenditure goes to health facilities. During
FY2004, an amount of PRs43 million was provided for support of 75 projects
in following categories:
(i) support for institutions for disabled, orphans, abandoned and
destitute women, and other poor needing care;
(ii) assistance for health (eye care) of aged persons, particularly from
rural areas; and
(iii) innovative pilot rehabilitative projects.
Table 4.6. Beneficiaries and Expenditures of Pakistan Bait-ul-Mal, 2003
Programs of Bait-ul-Mal
Food Support Program
Individual Financial Assistance—General
Individual Financial Assistance—Medical
Individual Financial Assistance—Rehabilitation
Individual Financial Assistance—Education
Vocational Training
Tawana Pakistan
Assistance to Affected by Natural Calamities
Institutional Rehabilitation Through NGOs
National Center for Rehabilitation of Child Labor
Total

Beneficiaries
1,117,000
11,699
1,155
1,010
408
2,446
76,000
3,176
335,540
6,240
1,554,674

Expenditure
(PRs million)
2,235
69.11
37.94
19.76
1.45
4.34
157.00
6.74
5.63
57.61
2,594.58

Source: Pakistan Bait-ul-Mal
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3. Punjab Bait-ul-Mal
The Government of Punjab established provincial Bait-ul-Mal under the
Ministry of Social Welfare, Women Development and Bait-ul-Mal. The district
officer of social welfare department and district Bait-ul-Mal committee
nominated by the social welfare department is responsible for selection of
beneficiaries. Punjab Bait-ul-Mal assistance is provided in the following six
categories: (i) outright grant, (ii) educational stipends, (iii) marriage grant,
(iv) medical treatment, (v) grant to NGOs, and (vi) interest-free loans.
Outright Grant is cash assistance provided to the poor and needy as
determined by the district Bait-ul-Mal committee. The amount of grants varies
and is determined by the district committee after reviewing applications. This
is similar to the Individual Financial Assistance of Pakistan Bait-ul-Mal. In
FY2003, a total of 8,676 beneficiaries received PRs25.39 million.
Marriage Grant is provided to poor households for marriage of their
daughter, similar to marriage grant under Zakat.
Educational Stipend to students in different mainstream educational
institutions is similar to that under Zakat.
Medical T
reatment was provided to poor patient by Punjab Bait-Ul-Mal
Treatment
that is again the same as that provided by Pakistan Bait-ul-Mal and Zakat.
Grant to NGOs,
NGOs under this program, active NGOs in each district are
provided grant for their program costs.
Interest F
ree L
oans. Punjab Bait-ul-Mal provides interest free loans to
Free
Loans.
poor and needy. These loans are provided to those applicants who want to
start small business or any other trade to become employed or self-employed.
4. Punjab Social Welfare Department Programs
The Department of Social Welfare, Women Development and Bait-ul-Mal are
responsible for the registration of NGOs under the Voluntary Social Welfare
Agencies (Registration and Control) Ordinance 1961. The department has
many functions and its important program is vocational training in all 34
districts of Punjab. It has also set up institutions for destitute, women, children,
and physically and mentally disabled persons in addition to homes for the
elderly. Separate budget for some of these institutions, particularly vocational
training, was not available. This is based on estimates of the offices, which
control these programs. Brief information on these programs is provided below.
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Table 4.7. Punjab Provincial Bait-ul-Mal Programs, 2003
Program
Outright Grant
Marriage Grant
Educational Stipend
Medical Treatment
Grant to NGOs
Interest Free Loans
Total

Beneficiaries

Expenditure
(PRs million)

8,676
2,210
4,273
772
440
255
16,626

25.39
9.35
19.01
3.36
27.99
3.38
88.48

Source: Punjab Bait-ul-Mal.

Vocational T
raining. The department has established at least one
Training.
vocational training center in each of the 34 districts. These vocational training
centers are called Sanatzars or industrial homes by the department. Vocational
schools in larger cities provide a large number of different types of training
courses of different durations; while in smaller towns the universal skills of
cutting and sewing clothes and embroidery are the main training. Trained
women are also provided work by the managers of these institutions. In FY2000,
a total of 476 courses were completed and 14,584 women were trained and
5,454 women were provided work through these establishments. Total
estimated budget of industrial homes was PRs61 million in FY2001.
Model Orphanages. The department manages three orphanages: one at
Lahore and two (one for boys and one for girls) at Bahawalpur. These three
orphanages accommodated 144 children in FY1999 and FY 2000. The total
annual budget of these orphanages was PRs2 million in FY2001.
Dar ul Aman. These are rescue homes for women in distress or facing
litigation in courts for cases mostly related to family matters and matrimonial
matters. Women who are forced to leave their house due to this reason are
accommodated in these houses. Women involved in litigation and who are
under threat from family members are also sent in these houses on court orders.
Mostly women with children are also accommodated. These houses provide
shelter to women and their children up to the time they need shelter. At the
beginning of FY2000, there were 160 women and 57 children in these homes;
during the year 1,125 women and 340 children were admitted. But as a large
number of women leave in shorter period at the end of the same year, the total
number of women was 149 and total number of children was 33.
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Darul Sakoon. These are halfway houses for patients released from mental
hospital. A halfway house for mental patients in Lahore ensures treatment
and rehabilitation of patients relieved from mental hospital by providing
necessary services before sending them to their homes. The total number of
persons served in FY2000 was 26. The cost of Halfway houses was PRs1.70
million in FY2001.
Aafiat. There are two homes for elderly men: one in Lahore and one at
Rawalpindi. Average number of beneficiaries in these homes is 70. These homes
provide shelter to homeless people. Eligibility criteria for admission include
the elderly who are independent and not suffering from any disease that makes
them dependent on nursing. No nursing facilities are provided in these homes.
The total budget for these homes in FY2001 was PRs 2.11 million.
Home for Destitute W
omen and Children These are established in six
Women
large cities of the province. These homes provide accommodation and
rehabilitation for widows and women who become homeless due to divorce or
other reasons. These centers also provide skill training to women for their
rehabilitation. Total number of women was 47 and children were 137 in FY2000.
Annual budget of the six institutions was PRs8.27 million.
Homes for Destitute and Needy Girls
Girls. Named Kashana, they are
established at three cities in the province (Lahore, Sargodha and Rawalpindi).
These homes provide education, training, and other rehabilitative services to
the destitute, poor, and needy women and girls. Total number of beneficiaries
in these houses in FY2000 was 210, while total number of girls and women
who remained in these houses for a year was 129. Total annual budget for
these houses was PRs4.5 million in FY2001.
Lost and F
ound Children Service. The Department of Social Welfare
Found
established Social Services Centers for Lost & Kidnapped Children named
Nigehban in eight large cities of the province. These centers provide temporary
boarding and lodging facilities for the children and make effort to return these
children to their homes. These centers in Lahore and a few other large cities
receive two to three children daily and most of these are returned to their
families as soon as possible. About seven to 23 children are accommodated at
any one time in these centers. The number of annual beneficiaries in eight
centers was 888 in FY2000.
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5. Balochistan Social Welfare Department Programs
Department of Social Welfare is responsible for registration of NGOs under
the Voluntary Social Welfare Agencies (Registration and Control) Ordinance
1961. There is no provincial Bait-ul-Mal in Balochistan. The department runs
one Darul-aman (shelter for women) at Quetta which provides shelter to
women engaged in litigation. The average occupants in this home are 30 and
budget is not available. The Social Welfare Department also manages special
education in the province. The institutions of special education have a total
enrolment of 403 students in 2004 and budget was not available. These schools
provide vocational training and education up to middle standard (eight years
of schooling). The department started two drug addict rehabilitation centers,
which were established in FY2003 with a grant of Prs1 million, but have no
regular budget. Total number of persons treated for detoxification was 44.
The department implements 92 community development projects in
collaboration with local NGOs. The Department established one welfare home
for rehabilitation of beggars. There are 30 beggars in this home in 2004 and
budget is not available.
6. NWFP Social Welfare Department Programs
The Department of Social Welfare is responsible for registration of NGOs
under the Voluntary Social Welfare Agencies (Registration and Control)
Ordinance 1961. There is no provincial Bait-ul-Mal in NWFP. The Department
provides vocational training to women in needle craft centers. There are 102
needle craft centers in the different towns of the province. About half of these
centers are in collaboration with local NGOs, which provide accommodation
and other services. The remainder is all funded by the Department. The
Department also provides needle craft instructors. Each of these centers
provides training to about 25 to 30 women. The trained women can earn income
from the skills. Budget of these centers was not available. Many NGOs in the
province also provide this type of training to women. The department started
a skill optimization program in 2001 under which it planned to provide work
to women trained by needle craft centers. A showroom of the embroidery was
set up in the office two years ago, but there has been no sale up to now.
The department has five Welfare Homes for Destitute Children. These
homes provide shelter to destitute children. Criteria for admission are: (i)
poverty, (ii) orphan or with one parent, (iii) certified poor by local Zakat
committee. The Government provides boarding and lodging facilities and
education to children in these homes. At Peshawar, the destitute home gets
grant and patronage of leading families of the town and the number of children
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is around 100. In the other four homes, the number of children is in a range of
20 to 25.
Special education is under the directorate of social welfare, which
operates a total of 22 special education schools and five of these are at provincial
capital Peshawar. Only two of these special education schools are for girls and
20 are for boys. These schools provide vocational training and education up to
primary level only. Total enrolment in all the 22 schools was 1,079. Out of
these, 382 were enrolled in five Peshawar schools and their total expenditure
in FY2003 was PRs12.48 million. Budget for 17 other schools was not available.
If the budget of five schools at Peshawar is taken as a representative, then the
average budget per school was PRs2.495 and the total expenditure for 22
schools shall be PRs54.89 million.
The Provincial Council for the Rehabilitation of Disabled is under the
Department and its total annual budget since FY2000 was PRs1.47 million.
In 2003, an additional grant of PRs5.33 million was made available to the
council by the provincial government. In FY2003, the council distributed 343
tricycles, 141 white canes, 65 sewing machines among disabled, and provided
financial assistance to 175 disabled persons. The separate cost of each item
was not available. The total expenditure was PRs6.80 million.
Table 4.8. NWFP Department of Social Welfare Programs
Program

Number of
Beneficiaries

Welfare Home for Destitute Children at Peshawar
Five Special Education School at Peshawar
All 22 Special Education Schools in Province
Assistance for Welfare of Disabled Persons

Expenditure
(PRs million)

100
382
1,079
724

2.26
12.48
54.89
6.80

Source: Department of Social Welfare, North-West Frontier Province (NWFP).

7. Edhi Foundation Pakistan
Abdul Sattar Edhi Foundation is the largest philanthropic network in Pakistan,
unparalleled by any NGO or state agency that provides a wide range of services
for humanity in distress. It has an excellent communication network and
provides ambulance services in all major cities and on all highways; and is
available to all on nominal charges, while the poor can be exempted from the
charges. The number of ambulances is more than 1,000 vehicles. These are
two airplanes and one helicopter; and it has been recorded as the largest
voluntary ambulance service in the world in the 2000 Guiness Book of World
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Records. The range of services provided by the foundation is wide from health
and education services to shelters for all type of people in distress and
destitution.
The foundation’s services and areas of operation are expanding since it
began work. It originated without any organization and was planned through
single handed humanitarian efforts of Mr. Abdul Sattar Edhi in the early 1950s.
Gradually recognizing his efforts, he attracted donations from the public and
the work expanded not only in Pakistan, which is its home base, but in many
other countries where humanitarian assistance is needed. The foundation had
287 centers in Pakistan in 2002 and the data is presented below.

Jhollas (Baby Cradles). In most of the Edhi centers, service for receiving
newborn abandoned babies are provided. These babies are provided with full
care in these centers and are provided for adoption to families that need them.
Babies left in garbage dumps are rescued and taken to these centers. All
documentation and records are kept and are confidential. In a year, about 250
abandoned babies are handed over to Edhi centers around the country.
Apna Ghar (Destitute Homes). These are for the destitute, mentally
ill, orphans and runaway children. There are 13 such homes in the country,
seven in Karachi and six in other towns. These homes are built on large plots
of land. In 2002, total inmates in these homes were 5,140, which included
2,906 mentally retarded men and women, 452 mentally retarded children, 873
orphans and destitute children, 424 old aged persons, and 486 women. The
total operating cost of these destitute homes was PRs61.68 million in 2002.
Welfare Centers. These centers are located in all big towns and cities of
Pakistan and provide all services to the poor and indigent free of cost. Destitute
men and women, mentally retarded persons, orphans, abandoned babies, and
lost persons are handed over to these centers and they are provided shelter in
Edhi homes. These centers provide burial services free of cost according to
the religious rites of the deceased for the destitute and poor. These centers
provide round-the-clock ambulance services.
Hospitals and Dispensaries. There are four hospitals, one specialist
diagnostic clinic with 13 specialists, two maternity homes and 20 dispensaries
that provide health services to the poor in different areas of the country. A
modern diagnostic laboratory is available at Karachi that conducts all expensive
laboratory tests for everyone for a nominal fee of PRs20.
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Nursing T
raining Centers. There are two Edhi nursing training centers
Training
that provide training to 300 women annually.
Primary and Secondary Schools. The foundation has established and
manages two high schools and 20 primary schools in different areas.
The foundation does not receive any funds from the Government or
national and international donor agencies. All the money is provided by ordinary
people in small and large donations that are received in all cities of Pakistan.
A vast majority of the donations are small and numerous in numbers that
accounts for a major portion of the foundation’s income. A large number of
donations are received in-kind at EDHI homes that include live animals for
slaughter, cloth, wheat flour, sugar and other items of raw food. Donations
received in-kind are also in large quantities and their value is not quantified
in monetary terms. Approximate monthly expenditure is PRs20 million, in
addition to donations in kind. Edhi services are provided by volunteers and all
volunteers are hired for full time service and paid a modest stipend.
Approximately 3,500 volunteers are engaged in Edhi foundation operations
throughout the country.
In addition to providing services in Pakistan, Edhi Foundation
International provided services in natural disasters, emergencies, and wars in
Afghanistan, Lebanon, Bangladesh, Armenia, Ethiopia, Iran, Kuwait, Egypt,
Romania, Somalia, Croatia, Bosnia, India, Turkey, Albania, and Kosovo. Edhi
International Foundation has branches in USA, Canada, England, Japan, and
UAE. The Foundation has won 14 international awards.
8. Workers Welfare Fund
A Workers Welfare Fund was established under ordinance in 1972. Under this
ordinance, industrial establishments with income of above PRs100,000 in any
year are required to pay 2% of their income to the fund as described in paragraph
77. The fund also gets an amount left over after distribution of profit to workers
under the Companies Profit (Workers Participation) Act 1968. The fund is
managed by the federal tripartite board under the Ministry of Labor, and
Manpower and Overseas Pakistanis. Provincial boards submit demands to the
federal board, which allocates funds to provinces. Functions of the fund are:
Development P
rograms. This includes (i) construction of houses and
Programs.
flats in different cities, which are sold at subsidized rates to workers employed
in factories within a three km radius of the houses; (ii) construction of 200-
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bed hospitals at Lahore and four 50-bed kidney hospitals in four cities; (iii)
provision of medical equipment to provincial social security hospitals; and
(iv) construction of schools for workers’ children.
Educational Assistance. This includes free education in schools under
workers education board and provision of 5,000 merit scholarships annually
for higher education in government or other institutions. It provides funds for
Skill Development Centers for workers’ children.
Social Assistance. This includes grants of PRs30,000 to workers for
marriage of daughters, tricycles for disabled workers, and grants of Rs150,000
to families of deceased workers.
The Board has constructed 7,413 houses and 3,961 flats; and developed
34,110 housing plots for sale to workers. Ongoing projects include construction
of 5,440 houses and 3,961 flats. From its inception to the end of 2003, the
board has provided marriage grants to 23,400 workers, and death grants to
1,202 workers.34 It has provided tricycles to 350 workers. Annual expenditures
are yet to be collected. Welfare grants provided under the program in FY2003
are given in Table 4.9.
Table 4.9. Welfare Grants Provided by Workers Welfare Fund, 2003
Name of Program

No. of Beneficiaries

Marriage Grant
Scholarships
Death Grant
Total

5,896
4,340
938
11,174

Expenditure
(PRs million)
176.71
55.72
88.42
320.85

Source: Workers Welfare Fund, Islamabad.

9. Disaster Relief Assistance
Apart from many small and localized disasters, two major parts of two southern
provinces, Sindh and Balochistan, have witnessed a long spell of drought from
1997 to 2002. The drought-hit districts were mainly inhabited by livestock
farmers, who suffered very heavy losses and were reduced to destruction. In
1999, Federal Government announced PRs1.5 billion as relief package for
Balochistan and PRs1 billion for Sindh. Government and international agencies,

34

http://www.punjab.gov.pk/labor/Pun ab_Province_Workers_ Welfare_Board.htm.
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philanthropic organizations, and NGOs provided the necessary assistance to
both Balochistan and Sindh provinces in 2000. In Balochistan, emergency relief
of PRs5 million was provided by the federal government, PRs10 million were
provided for animal feed to 4,000 farmers, and 8,000 tons of wheat flower and
500 tons of other food items were provided by the Government and other
agencies to drought victims in 2000. The food assistance provided by the
Government and international agencies for drought victims was distributed
by the district governments and no data could be obtained on the number of
beneficiaries and expenditure. Budget figures are available for some assistance.
The WFP provided food assistance for 55,000 families with a total program
cost of $7.75 million for six months from April to September 2002. The WB
contributed $140 million and ADB contributed $100 in the re-appropriation
of their existing commitments to Pakistan to undertake rehabilitation activities
in drought-affected areas. No direct assistance was provided in FY2003.
10. Punjab Welfare Trust for the Disabled
The Punjab Welfare Trust for the Disabled was established in June 1991 under
the administrative control of the Department of Social Welfare, Women
Development and Bait-ul-Mal. Its main functions are following:
(i) prepare and execute the policies and plans for the welfare and
rehabilitation of the disabled through treatment, training, care,
employment etc.;
(ii) assess, evaluate, and coordinate the execution of policies, which
may be necessary;
(iii) develop, standardize, and establish special Institutions;
(iv) establish model institutions under its management/control for the
care and rehabilitation of the disabled and to arrange formation of
nongovernmental organizations for any or all the above subjects;
(v) promote research in matters concerning the disabled;
(vi) provide essential infrastructure for organizing and delivering the
needed services;
(vii) arrange financial assistance and advisory services to and monitor
performance of the institutions referred to and also to
nongovernmental organizations; and
(viii) carryout studies on preventive and remedial measures to tackle
disabilities.
The Department has provided one home for the disabled at Lahore to
provide care, education, training, and other rehabilitative services to physically
disabled persons. The total number of beneficiaries in the institution varies
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over months. The average number is 35 per annum. The total annual budget
for the disabled is PRs1.54 million.
The Council is responsible for overseeing welfare and rehabilitation
programs for the disabled in the province including employment of the disabled
with a quota of 2% in all public and private establishments. The Punjab Welfare
Trust for the Disabled, an autonomous organization, has been recently
transferred under the administrative control of Social Welfare Department.
In FY1999, the Department provided disability assessment for 2,239 persons,
provided employment to 73 disabled persons in different establishments, and
provided cash assistance of PRs204,072 to 78 disabled persons. It provided
artificial limbs, wheel chairs, and hearing aids to 22 persons.

E. Micro-/Area-Based Schemes
1. Micro and Agricultural Insurance
There is no agricultural insurance scheme in Pakistan. The Government of
Punjab recently announced that the agriculture insurance scheme will include
life as well as crop insurance, and will be launched through the Bank of Punjab.
No policy or action has been taken in this direction to date.
2. Microcredit-/Finance (MCF)35
Microccredit in general is not part of ADB’s definition of SP, although it can
be included if MCF projects “include microinsurance, promote community
self-help or other SP policies.” Microcredit services have expanded in Pakistan
during the past decade. In 1994, the Government of Pakistan established a
National Rural Support Program, which became the major instrument for
microcredit in rural areas. Soon after, provincial rural support programs with
similar objectives were initiated. The Government of Pakistan and donors
consider microcredit as the major instrument for poverty reduction. In general,
loans are not available to the poorest of the poor because all lending institutions
determine the repayment capacity of the lender before recommending any
loan. Criteria for providing loan vary from one agency to another, but the general
rule is that it should be provided for investment on which the beneficiary of
the loan can earn some profit and repay the loan with interest. Microcredit is
available to all those who earn less than the threshold for taxable income.
Individual earning less than PRs80,000 per annum was exempted from levy of
income tax in 2003. The total number of income tax payers in Pakistan was
1.1 million in FY2004. These loans are provided to individuals organized in

35

Information in this sub-section comes from interview with Khushhali Bank, report of Pakistan
Microfinance Network, 2003.

060150 SPI Pakistan 6.pmd

332

30/06/2006, 3:25 PM

PAKISTAN

333

small groups and are provided without collateral. The Interest rate charged
by a majority of the microfinance programs in Pakistan is 20%. This is the
highest interest rate compared to any other lending operations in the country.
The repayment period may vary according to the purpose of loan. In rural
areas, a vast majority of the loans are provided to small farmers to buy inputs
or services.
Small and landless farmers cannot obtain loans from the agricultural bank
or commercial banks because of collateral, procedural difficulties, and lack of
easy access, in addition to the element of graft. Microcredit is available to
these farmers through various smaller programs. The characteristics of the
three largest are described below. Repayment of microcredit is very good and
stands well above 97% for many programs.
The Pakistan Poverty Alleviation Fund Project (PPAF) is funded by WB
and $45 million of the project is allocated for microcredit program. PPAF
provides funds for microcredit to NGOs for disbursement to beneficiaries.
PPAF selects NGOs through “… rigorous and transparent eligibility criteria.
They are expected to share the same values as the PPAF and must have the
capacity to implement the project components in a professional and pro-active
manner. The eligible partner organizations are also expected to have
demonstrated track record, financial sustainability and participatory
development within their functions.”36 PPAF provides funds to 78 NGOs for
microcredit disbursement. PPAF is currently funding the microcredit program
of all major NGOs in the country. PPAF is open to more NGOs that meet the
criteria and are capable of implementing the program.
3. Pakistan Microfinance Network
Pakistan Microfinance Network was formally registered in 2001 under the
Companies Act. Its membership consists of the following 12 large NGOs
engaged in microfinance: (i) The Bank of Khyber, (ii) The First Microfinance
Bank Limited, (iii) Kashf Foundation, (iv)National Rural Support Program,
(v) Punjab Rural Support Program, (vi) Sarhad Rural Support Program, (vii)
Thardeep Rural Development Program, (viii) Development Action for
Mobilization and Emancipation, (ix) Taraqee Trust, (x) Sungi Development
Foundation, (xi) Sindh Agriculture and Forestry Workers Coordinating
Organization, and (xii) Orangi Pilot Project. All these agencies have been
involved in microfinance for several or more years. The total amount of loan
disbursed by these agencies from January–December 2003 was PRs1,937.7

36

PPAF, Eligibility criteria for Partner Organizations.
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million and the total number of beneficiaries was 241,014.37 The average
amount of loan per beneficiary was PRs8,040. A large number of other NGOs
also provide microcredit in some areas, but their outreach and clients are very
limited. Members of the Pakistan Microfinance Network and Khushhali Bank
account for about 99% of microfinance business in Pakistan.38
4. Khushhali Bank
Khushhali Bank is the major microfinance Bank in Pakistan that operates in
64 of the total 106 districts in Pakistan, with 57 branches in the country. The
Bank has appointed its own social mobilization staff that organizes potential
beneficiaries in small groups. The Bank also contracts with four NGOs that
organize potential beneficiaries for its lending operations. About 80% of the
beneficiaries are organized by the Bank staff and 20% by the NGOs. Major
elements of eligibility criteria for loans are: (i) age between 18 and 58 years,
(ii) income below taxable income limit (PRs80,000), (iii) positive household
cash flow indicating more income than expenditure, and (iv) beneficiary possess
specific skills required for loan utilization. The initial loan is PRs10,000 and
the maximum loan limit is PRs30,000. In 2003 (January to December), the
Bank disbursed a total of 101,049 loans, 66,592 to men and 34,457 to women.
The total amount of the loan was PRs1,026.97 million. The average loan per
beneficiary was PRs10,163 (Table 4.10).
Table 4.10. Loans Disbursed by Khushhali Bank, 2003
Type of Loan

Male
Beneficiaries

Agriculture
Asset Purchase
Enterprise Development
Livestock
Working Capital
New Ventures
Machines and tools
Total

24,873
261
16,139
23,549
1,740
25
5
66,592

Female
Beneficiaries
2,778
189
13,398
17,218
849
22
3
34,457

Total
Amount of Loan
Beneficiaries
(PRs 000’s)
27,651
450
29,537
40,767
2,589
47
8
101,049

315,590
4,100
284,987
397,638
24,290
280
86
1,026,971

Souce: Khushhali Bank.

37

38

Pakistan Microfinance Network. 2003. Performance Indicators Report 2003. Islamabad.
page 8-9.
Interview with Microfinance Network.
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Table 4.11 summarizes data on customers, client groups and average
loan sizes for these MCF providers in 2003.
Table 4.11. Summary Data on Major Rural Finance Providers, 2003
Institution

Total
Beneficiaries

Microfinance Network Members
Khushhali Bank
Total

241,014
101,049
342,098

Amount of Loan
(PRs 000’s)
1,937.7
1,026,97
2,964.67

Source: Institutions.

5. Nongovernment Organizations
There are a very large number of NGOs in the country registered mainly under
the following five laws: (i) Societies Registration Act 1860, (ii) Trust Act 1882,
(iii) Cooperative Societies Act 1925, (iv) Voluntary Social Welfare Agencies
Registration and Control Ordinance 1961, and (v) Companies Ordinance 1984.
The total number of registered NGOs in the country could not be known
because of registration at the district level by different agencies. A large number
of registered NGOs have become defunct and their number is unknown.
According to one source, there are 45,000 active nonprofit organizations in
the country. Of these, over 13,000 are engaged in religious education; 7,000
are engaged with the Government for improvement of basic urban services;
and 6,900 have established educational institutions.39 Since the 1980s, the
number of NGOs increased to a great extent. Some NGOs were established
with international donor funding and some were established by the federal
and provincial governments. These types of NGOs are engaged in advocacy of
issues pertinent to women, children, and minorities; and some are engaged in
community development activities. After the success of Aga Khan Rural
Support Program, national and provincial rural support programs were
established on the same model with government endowment funds. Rural
support programs increased over the years. These NGOs are mainly concerned
with rural community development and provide services for small-scale
infrastructure and skill development in different fields. MCF is one of the
principal activities of these rural support programs. A small number of NGOs
also deal with the disabled population and with child labor issues. A large
number of NGOs are small organizations working in smaller areas, while a
39

Pakistan Centre for Philanthropy. 2002. Enabling Environment Initiative: Creating an Enabling
Environment for Nonprofit organisations in Pakistan. page 19.
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very small number of NGOs are working at national and provincial level. Data
on the activities of these organizations is not available. However, the largest
of those involved in microcredit are members of the MCF network. Based on
research, the MCF activities of the smaller NGOs will not be considered to
represent more than a small fraction of the activities of the larger ones.
6. Disaster Preparedness and Management
There is no provision in the national and provincial budgets for disasters
preparedness and mitigation measures. Federal and provincial government
have provided some assistance as and when the situation arises (see Paragraph
E.9). Federal and provincial government provided relief to drought victims in
the past; and many drought related programs focus on increasing and conserving
water and rangeland development.
In the past, floods have affected several areas. The Irrigation and Power
Department of the Government of Punjab has prepared flood-fighting plans
with several barrages and rivers in case a flood occurs. These are technical
plans for protection of infrastructure and localities. None of these plans have
any budget estimates. Pakistan Flood Protection Project I, which was financed
by ADB, was completed in 1997; and the Pakistan Flood Protection Project II,
is currently in implementation. These projects are mainly concerned with
civil works for river training and protection of infrastructure.

F. Child Protection
1. Child Rights and Advocacy/Awareness Programs
The National Commission for Child Welfare and Development (NCCWD)
was established in 1980 under the aegis of Social Welfare and Special Education
Division. The overall objectives of the Commission are the assessment of the
impact of the constitutional, legal, and administrative provisions with respect
to welfare and development of children; proposal of amendments and additions
to the Constitution and national laws to safeguard the rights of the child;
formulation of National Policy for Child Welfare and Development; and the
drafting of legislation to deter all forms of child abuse or otherwise, in need SP
and services.
Pakistan ratified the Convention on the Rights of the Child (CRC) in
November 1990. In this regard, the NCCWD undertook various activities for
child protection in collaboration with Provincial Commissions for Child Welfare
and Development (PCCWDs) and NGOs. NCCWD coordinated with
UNICEF under the Annual Plan of Action for implementation, monitoring of,
and reporting on the UN Convention on the Rights of the Child. The
Commission will coordinate and oversee the implementation of the CRC in
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the country. Moreover, it will undertake several projects for child welfare and
advise government on all matters relating to survival, protection, and
development of the child in the fullest compliance with the provisions laid
out in the CRC. The Government has approved a National Policy and Plan of
Action to Combat Child Labor. The primary concern of this plan is to promote
basic education, skills development, and personality building of all children.
The main theme of this plan is a strategic approach that focuses on
rehabilitation activities, child care, and child development. The NCCWD had
developed an NGO statement on policy and action plan to combat child labor
for incorporation in the national document. In this regard, consultative
workshops were held at various levels in which about 700 NGOs participated.
Pursuing Articles 19, 34, and 35 of the CRC and Stockholm Agenda to
Combat Child Abuse and Commercial Sexual Exploitation of Children, a
National Policy and Plan of Action (POA) has been drafted (after national
consultation among all stakeholders both from public and private sector), and
presented to the Government for approval. The NCCWD recently established
an NGOs Forum at the federal level, involving those especially working in the
field of child welfare and development. The forum is required to undertake
the child rights activities in light of the provisions of United Nations
Convention on the Rights of the Child (CRC).
The Constitution of Islamic the Republic of Pakistan prohibits slavery,
all forms of forced labor, and employment of children below 14 years of age in
factories or mines. Articles 11, 35, and 37 of the constitution follow.
Article 11.

Article 35.
Article 37.
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(1) Slavery is non-existent [sic] and forbidden and no law shall
permit or facilitate its introduction into Pakistan in any form.
(2) All forms of forced labor and traffic in human beings are
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any factory or mine or any other hazardous employment.
The State shall protect the marriage, the family, the mother
and the child.
The State shall (a) promote, with special care, the educational
and economic interests of backward classes or areas; (b) remove
illiteracy and provide free and compulsory secondary education
within minimum possible period; (c) make technical and
professional education generally available and higher education
equally accessible to all on the basis of merit; (d) ensure
inexpensive and expeditious justice; (e) make provision for
securing just and humane conditions of work, ensuring that
children and women are not employed in vocations unsuited to
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their age or sex, and for maternity benefits for women in
employment; …
Despite these constitutional provisions, the Abolition of Bonded Labor
Act 1992 and the Employment of Children Act 1991, child labor and bonded
labor remains prevalent in the country.
2. Assistance with Basic Education
In all government primary schools, education is provided free of cost. Education
policies and programs of the Government are based on international
declarations on Education for All and the UN Literacy Decade Guidelines.
The Education Sector Reform Action Plan 2001-2005 is the major investment
plan integrated with the Poverty Reduction Strategy Paper. The Education
for All Program, launched in April 2003, aims to achieve universal primary
education, early childhood education, and adult literacy by the year 2015.
Education is very high on the agenda of Pakistan as there are many programs
that aim to increase literacy and providing primary education. Scholarships
are provided by Zakat and Bait-ul-mal to a small number of children in primary
school as well as in Islamic madrassah (school).
3. Assistance with Health Costs
Assistance with health cost is available under Zakat and Bait-ul-Mal to a small
number of the eligible people. The cost is not given to the person, but to the
health institution that provide treatment.
4. Children with Special Needs (CWSN)
a. Orphans/Street Children
Philanthropic organizations in different parts of the country have established
orphanages that provide facilities to children. An international SOS has
established seven orphanages (named Children’s Village) and four youth houses
in different cities of Pakistan. Islamic seminaries that provide Islamic education
and boarding and lodging facilities for students are found in every corner of
the country. A large number of these seminaries also accommodate orphans
and provide them with education and all facilities. No data on the seminaries
and the number of orphans in these seminaries is available. Social welfare
departments of the provincial government have programs related to orphans
and street children. Great efforts are also made by public philanthropy. The
government of Punjab has established three model orphanages, which are also
supported by local committees and public donations. The total number of
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beneficiaries in these institutions was 220 (150 boys and 70 girls). The total
annual cost of these orphanages was PRs2.4 million in 2001.
Anjuman Faizul Islam Rawalpindi has established three orphanages, which
provide all facilities to children. The total number of children in these facilities
is 750. Children from age five to seven years are admitted. First preference is
given to children without both parents, then with a single parent, and destitute.
Every year at the start of the school session new children are admitted by the
committee. Students who complete their education and technical training
become employed and leave the orphanage. The number of new intakes is
about 30 to 40 depending upon the number of persons who leave the facility.
All children are provided with education facilities in government schools and
in schools of the Anjuman. Children who secure secondary school examination
first are provided full facilities for higher education up to any level. Many
children of the orphanages have obtained higher education and professional
degrees in medicine, engineering, and law. All costs of education are borne by
the Anjuman. Children who did not perform well in secondary school
examination are provided with technical and vocational education for which
Anjuman has one of the best institutes in town. All costs are borne by the
Anjuman who has some assets that generate a little income. Total cost per
annum of these facilities was PRs8.3 million in 2003. All the money is given
by public donations throughout the year. Anjuman has never done any
fundraising campaign. All donations are voluntarily deposited by people to
the Anjuman’s office.
Anjuman Himayat-i-Islam Lahore also manages two orphanages, one for
boys with 161 inhabitants, and one for girls with 151 inhabitants. All boarding
and lodging and education facilities up to secondary school are provided to all
boys and girls. Admission criteria are the same as stated for Anjuman Faizul
Islam. After completion of secondary school education, the boys and girls can
continue education, if they have interest; otherwise, they take some technical
and vocational training. Girls are married by the Anjuman after they complete
education. The total cost of these orphanages is PRs13.4 million. Anjuman
has its own resources, but most of the expenditure is met by public donations.
b. Children W
ith Disabilities (CWD)
With
The Directorate of Special Education under the Federal Ministry of Social
Welfare, Women Development and Special Education is responsible for
providing education and vocational training to disabled children. The
directorate has 50 educational and training institutions for the disabled in
different parts of the country. Total enrolment in these institutions was 4,714
persons and total budget of these institutions for FY2005 was PRs152.38 million
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(Table 4.12). Government of Punjab’s Directorate of Special Education also
manages 49 institutions for the disabled. Total enrolment in FY2004 was 4,260
students and total expenditure in the same year was PRs56.62 million. There
are three colleges for training of teachers for special education institutions in
Punjab. Social Welfare Department Balochistan has one education and training
complex for the disabled under the provincial government of Quetta. Total
enrolment in this complex in 2004 was 403, while 89 were in the hostel. Total
expenditure for special education was not available at the time of this study.
In addition to the public sector, some NGOs have also the established
institutions for education and training of disabled persons. Social Welfare
Department in NWFP administers 22 special education institutions with total
enrolment at 1,079 and an estimated budget of PRs54.89 million.
Table 4.12. Enrolment and Expenditure of Special Education Institutions
Special Education Institution

Federal Government Institutions (FY 2005)
Punjab Government Institutions (FY 2004)
NWFP Government Institutions (FY 2003)
Balochistan Government Institutions (FY2005)
Total

Enrolment

Expenditure
(PRs million)

4,714
4,260
1,079
403
10,456

152.38
56.62
54.89*
12.50*
276.39

*Author’s estimates.
Source: Directorate General of Special Education (Federal Government), Punjab Special Education
Department (Government of Punjab).

In 1981, the Disabled Persons (Employment and Rehabilitation)
Ordinance was promulgated and provides (after amendments) 2% employment
quota for the disabled in all government and private establishments employing
more than 100 persons. The National Council for Rehabilitation of Disabled
Persons was established in 1982 to formulate policy and overall responsibility
with the provisions of the 1981 Act. The National Council provides certificates
to disabled persons and is required for admission in special education
institutions and for employment on the disability quota. Achievements of the
council from 1982 to present are employment of 7,182 disabled persons in
public sector organizations. The council demands payment of PRs2,000 per
month from establishments that do not observe the disability quota, yet
payment of this fee is voluntary.
The National Trust for the Disabled (NTD) was established in 1987 as
an autonomous body with the objectives of preparing policy and plans for
special education, revitalizing of the existing services, initiating new schemes
for the rehabilitation of disabled persons. The NTD established three special
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education multipurpose complexes at Karachi, Naushero Feroze, and Mianwali.
These complexes provide services like early identification of disability, treatment,
specialized education, training, and rehabilitation of disabled persons.
c. HIV/AIDS
According to UNAIDS it is estimated that 70,000 to 80,000 persons or 0.1% of
the adult population in Pakistan are infected with the HIV virus. By the end
of September 2002, only 1,972 HIV cases and 231 AIDS cases have been
reported to the Government’s National AIDS Control Program. Social stigma,
underdeveloped surveillance, absence of voluntary counseling and testing
systems, and lack of knowledge among the population and practitioners are
the main reasons for underreporting of HIV/AIDS. The Federal Ministry of
Health initiated a National AIDS Prevention and Control Program (NACP)
in 1987 that was mainly laboratory-oriented. Its objectives are reduction of
morbidity and the prevention of HIV transmission, safe blood transfusions,
interruption of STD transmission, establishment of surveillance, training of
health staff, research and behavioral studies, and development of program
management. The NACP has been included as part of the Government’s health
program, with support from various external donors. In early 2001, the
Government of Pakistan developed a national HIV/AIDS Strategic Framework
that sets out the strategies and priorities for effective control of the epidemic.
The WB is working with the Government and other development partners
(CIDA and DFID) to support the Government’s program through the HIV/
AIDS Prevention Project. The WB is providing $37.1 million, 75% of which is
a no-interest credit and 25% of which is grant money. This project will help
scale up existing activities, ensuring that the program focuses on interventions
that will do the most to interrupt transmission of HIV and make sure that
interventions take full advantage of international experience to date. The
Global Fund has provided grant of nearly $5 million over two years to Pakistan
for introduction of a comprehensive educational program targeting secondary
school students to improve their knowledge of HIV transmission and ways to
prevent infection. Special programs will be established to teach more than
10,000 street children life skills to prevent and manage HIV/AIDS.
At present, there are no organized healthcare services for people living
with HIV/AIDS, and voluntary counseling and testing services are nonexistent.
In October 2004, the Government planned to establish five voluntary
counseling and testing centers, one each in federal of the provincial capitals.
Catholic Relief Service (CRS) is the first NGO, which started a program
to combat HIV/AIDS in Pakistan. According to CRS, the three main high risk
groups are youth, women sex workers, and migrant labor. CRS is providing
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assistance to 42 partner NGOs for the implementation of HIV/AIDS program.
CRS assisted in the establishment of six centers in the country at Lahore,
Peshawar, Kohat, Hangu, and Islamabad. CRS provides Anti Retro Viral (ARV)
therapy and food for patients in these centers.
d. Child Labor
Child labor is widespread and common in all areas of Pakistan and is found in
diverse types of activities. The ILO assisted with the Survey of Child Labor
in Pakistan in 1996, which indicated 3.3 million children between the ages of
five and 14 years were engaged in child labor in Pakistan. Cases were brought
against Pakistan on the widespread incidence of child and bonded labor before
the United States Trade Representative and subsequently, before the European
Commission by AFL-CIO in 1993 and ICFTU in 1995. This had serious
repercussions for Pakistan’s trade. In June 1994, Pakistan signed Memorandum
of Understanding with ILO on International Program for Elimination of Child
Labor. Pakistan has rectified the ILO Convention 182, being enforced by
October 2002.
In 2000-2001, Pakistan had the second largest International Program for
the Elimination of Child Labor (IPEC) program of all ILO member states,
with a total commitment of $700,000. In addition, donors have committed
more than $6 million for three years in sector-specific projects. IPEC in Pakistan
aims to target about 26,000 working children and their younger siblings during
this biennium. To date, more than 40% of the target group has been achieved.
With the same objectives in mind, Bait-ul-Mal established six National
Centers for Rehabilitation of Child Labor (NCRCL) in 1995; another 30 have
been added by the end of 2002. In 2000, with ILO’s assistance, Pakistan Baitul-Mal had set up 18 Community Education and Action Centers across the
country to provide education for child workers based on the NCRCL, which
then took them over. In 2004, the total number of these centers was 83.
Children in these centers receive following facilities:
(i) each student receives a stipend of PRs10 per day;
(ii) parents receive subsistence allowance of PRs300 per month as
wage compensation;
(iii) primary level syllabus is taught in three years through informal
education. Summer vacations and local holidays are not observed;
(iv) Pakistan Bait-Ul-Mal provides PRs4,100 per annum on formal
education of children who complete primary syllabus. This includes
PRs1,200 per annum as education stipend, PRs500 per annum for
books and stationery, and PRs2,400 per annum as subsistence
allowance for parents of the child.
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free books, stationery, and uniforms are provided; and
participation of the community is ensured through a School
Management Committee.

e. Children with Special Needs—Summary Information
Data on CWSN programs in Pakistan is summarized in Table 4.13.
Table 4.13. Children with Special Needs
Program

Beneficiaries
(000s)

Education stipends from Zakat
Education stipends from Federal Bait-ul-Mal
Education stipends from Punjab Bait-ul-Mal
Education stipends from Workers Welfare Fund
Female children nutrition and enrolment Tawana Pakistan
Child labor prevention
Orphanages—Islamic charities
Orphanages—Punjab social welfare Department
Edhi Foundation destitute and children homes
Education and training of disabled
Total

Expenditure
(PRs million)

69
<1
4
4
76
6
1
0
5
10
106

67
1
19
56
157
58
22
2
62
276
720

Source: Agency interviews.

V. Synthesis of Results
In this chapter, the information obtained from the review of current SP
activities in Pakistan is synthesized in order to derive indicators that can be
used in the formulation of an SPI. In accordance with the methodology
proposed, this information concentrates on the following items:
(i) annual expenditure on SP;
(ii) the coverage of SP programs and activities, i.e. the number of
beneficiaries; and
(iii) the distributional impact of SP activities.
For details concerning the methodology see the Social Protection
Index and Multicountry Analysis section of this book.

A. Social Protection Expenditure
There are two potential approaches to derive information on SP expenditure:
the “top-down” and the “bottom-up” approach.
Ideally, total expenditure on SP should be capable of derivation from
the government budget and other “top level” information. There are five major
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budgets in Pakistan, one of the federal government and four of the provincial
governments. In 2001, the Government of Pakistan implemented a devolution
plan under which most of the provincial government powers were transferred
to districts. The federal government is responsible for policy-making and
provides framework for implementation. The provincial government
departments are responsible for the implementation of programs. With the
emergence of district governments, the responsibility for the implementation
of programs is shifted to districts. The provincial line departments provide
technical support to line department of district governments. There are 106
districts in Pakistan and each district government prepares its own budget.
District governments are provided funds by the provincial government; and
district governments also levy taxes. The district budgets do not contain a
heading dedicated to SP or Social Welfare. The Poverty Reduction Strategy
Paper mentions EOBI and social security as SP system. Other social safety
nets mentioned in the paper are Zakat and Pakistan Bait-ul-Mal; and
microcredit is regarded as a major element of poverty reduction in rural areas.
EOBI, Zakat and microcredit are nonbudgetary social safety nets. The data
pertaining to the nobudgetary social transfers is available in the concerned
agencies, not in the federal and provincial civil accounts.
Aggregate information on IFI-funded projects is not available in any single
document. Information on some projects is provided in the provincial and
some in the district budgets. Some project expenditures are available in the
Annual Development Plan. Microfinance is the most common element of rural
development projects, especially those operated by NGOs, that fall within
this study’s definition of Social Protection. Social mobilization, farmer training,
and small-scale infrastructure are other important components of area
development programs and rural development project, which are not included
in SP.
Given these shortcomings in the aggregate data on SP, reliance had to be
placed on the “bottom-up” approach whereby expenditures on SP were
identified from data on individual SP activities and were then aggregated.
Table 5.2 contains this information presented by SP subcomponent, while
Table 5.1 contains a summary of this information by SP component. The
majority of the information presented is based on data provided by the
concerned agencies and some data gleaned from a multiplicity of reports,
published and unpublished. The fact that so little of this information was available
in easily accessible published reports made the compilation of Table 5.2 a
painstaking task.
However, the author does not consider that there are any major omissions.
There is also no reason to believe that the cited expenditure on the largest
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programs is incorrect and the author consequently is confident that the overall
magnitude of SP expenditure is correct.40 The Department of Social Welfare
has many SP programs, but their extent and number of beneficiaries are
negligible41 in most cases. The main exception is vocational training for women
where Pakistan Bait-ul-Mal has established 45 vocational training centers. A
large number of NGOs are also engaged in vocational training of women. A
vast majority of the vocational training institutions are providing training in
dress making and embroidery, etc. The Finance Minister in his FY2005 budget
speech mentioned that “There is increasing evidence that the country is
beginning to experience a skills gap.”42 He announced the establishment of
National Technical and Vocational Training Authority. He offered incentives
to private sector for opening vocational and technical training institutes that
will be accredited by the Authority. The same is offered to most NGO programs.
Table 5.1 shows that expenditure on SP in Pakistan is dominated by the
expenditure on social insurance (including health care services to army
personnel) that accounts for 87% of an SP expenditure.
Indicators that could be used to monitor national spending on SP and to
provide intercountry comparisons are:
(i) total SP expenditure as a percentage of GDP: 2.0%; and
(ii) per capita SP spending: PRs514.
Table 5.1. Summary of Annual Social Protection Expenditure and Indicators

SP Component
Labor Market Programs
Social Insurance
Social Assistance
Micro/ Area-wide programs
Child protection
Total
Indicators of Social Protection Expenditure
As % of GDP
SP expenditure per capita (PRs)

Expenditure
(PRs million)

(%)

1,832
66,445
4,517
2,972
790
76,556

2.4
86.8
5.9
3.9
1.0
100

2.0%
514

Source: Table 5.2.
40

41

42

The data on Zakat and EOBI is presented in the full annual report of the PRSP for FY 2003.
The data provided by Zakat and EOBI is different from that of PRSP. The organizations
informed the author that his set of data is more authentic.
The same conclusion applies to NGO programs. The most prevalent SP activity of NGOs is
micro-credit which is included in Table 5.2. Other SP activities included assistance to children
and, especially women. Again it is considered that the largest of these programs have been
included. It should be noted that empowerment/ community development activities, which
are major NGO activities, are not considered to be part of SP. This conclusion is similar to
that reached in most of the other countries.
Budget Speech 2004-05, Ministry of Finance, Government of Pakistan, 2004. page 23.
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Table 5.2. Annual Expenditure on Social Protection Programs by Subcomponent

SP Component/Program

Funding/
Year

Annual Cost
(PRs million)

Comments

Estimate; unskilled
labor component only

Labor Market Programs
Khushal Pakistan

Govt

2003

323

Zakat rehabilitation grant
Vocational/Technical Training

Govt
Govt

2003
2003

1,331
150

PBM rehabilitation
PBM vocational training
Subtotal
Social Insurance
Pensions federal civil employees
Pension for armed forces
Pension for civilian armed forces
Pension for civilian employees
of armed forces
Pension for provincial
government employees
Pension for WPDA employees
EOBI Pensions

Govt
Govt

2003
2003

24
4
1,832

Govt.
Govt.
Govt.

2003
2003
2003

5,017
30,723
950

Govt.

2003

2,730

Govt.
Govt.
EOBI /
MOL

2003
2003
2003

18,979
2,000
1,592

ESSI/
MOL
Govt.
Private
cos.

2003

1,738

Health services

2003
2003

2,000
716

Health services;
estimates only

Employees Social Security
Institution
Health services for army personnel
Private health insurance
Subtotal
Social Assistance
Zakat Govt.
Pakistan Bait-Ul-Mal
Punjab Bait-Ul-Mal
Provincial Dept of Social
Welfare Programs

Estimate based on
PBM data; excl.
private centers

66,645
2003
Govt.
Govt.

1,687
2004
2003

Govt.

2001/3

2,342
38
15

Estimate based on
partial data
continued next page

B. Coverage of Social Protection Programs
The second proposed component of an SPI is the coverage of SP programs.
Table 5.3 presents available information on the number of beneficiaries43 of
43

For insurance schemes, it is more appropriate to use scheme membership, i.e. the number of
persons who are covered by the scheme even if they do not, as yet, receive any benefit from it.
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Table 5.2. Annual Expenditure on Social Protection Programs by Subcomponent
(continued)

SP Component/Program
EDHI Services for the poor
(mostly health)
Workers Welfare Fund grants
Subtotal
Micro/Area-wide programs
Microcredit
(Microfinance Network)
Microcredit—Khushhali Bank
Disaster relief—PMB
Subtotal
Child protection
Child rights and advocacy

Funding/
Year

Annual Cost
(PRs million)

EDHI
Govt.

2003
2003

170
265
4,517

Govt/
PPAF/
NGOs
Govt.
Govt.

2003

1938

2003
2003

1,027
7
2,972

Govt. /
NGOs
Govt.
Govt.

2003
2003
2004

67
1

Govt.
Govt.

2003
2003

19
56

Comments

Estimate

No cost estimates
available

Educational stipend (Zakat)
Education stipend PBM
Education stipend
(Punjab Bait-Ul-Mal)
WWF educational stipends
Pakistan Bait-Ul-Mal
(Tawana) nutrition
Child labor prevention—
Pakistan Bait-Ul-Mal
Orphanages—Islamic charities
Orphanages Govt.

Govt.

2004

157

Govt.
NGO
Govt.

2004
2003
2001

58
22
2

Provincial Children’s programs

Govt.

2001/03

70

Edhi Foundation destitute and
children’s homes
Education and training for the
disabled (all)
Subtotal
GRAND TOTAL

Charity

2003

62

Govt.

2004

276
790
76,556

Consultant’s
estimates
Estimate based on
partial data
Indicative estimate
only

Source: Chapter 4 and consultants’ estimates.

the SP programs listed in Table 5.2. Although data is missing for some of the
smaller programs, particularly the foreign-funded programs and programs
targeted at the disabled and children, data is available or can be estimated for
virtually all the large programs.
Table 5.4 provides the basis for deriving the coverage component of the
SPI. It establishes the pairings of SP programs and key target groups for SP
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activities, i.e. those that should be included as part of the SPI. This approach
is considered to represent the most logical method for deriving a coverage
indicator for SP. This method is preferred for three main reasons:
(i)
it overcomes the problem of different countries having different
types of program targeted at the same groups, e.g. pensions and
social assistance both targeted towards the elderly or health
insurance and health subsidies both targeted to the sick;
(ii) the coverage rates derived for each target group will be more easily
understandable to policy makers in both the national and
international context as it would provide an indication of the
demand SP, e.g. the number of poor households in a country
receiving assistance, the number of disabled people who are/ are
not receiving assistance; and
(iii) the issue of double counting, which would have arisen if the
beneficiaries of all programs had been added up and expressed as
a percentage of the overall population,44 is largely avoided.
Table 5.4 shows the relationship between the categories of SP programs,
the corresponding target groups and the reference population. It also defines
the “reference” populations that will be used to derive the coverage indicators.
Table 5.4 presents two definitions of the reference population: the “narrow”
definition of the reference population attempts to approximate the target
population, while the “wide” definition includes the total population who
could receive benefits from each category of program.
The next step is to relate the information on SP programs contained in
Table 5.3 to the target groups shown in Table 5.4. The results of this step are
presented in Table 5.5. It is important to note that some of the information
presented may not be completely accurate since the exact numbers of program
beneficiaries were not always available. In these cases, the author either used
estimates based on discussions with the relevant officials or, especially where
no published data existed, derived own estimates.
Although it is theoretically possible to include beneficiaries of programs
in more than one of the above categories, in Pakistan’s case, it was not
considered that there were any programs where this should be done. Similarly
it was not considered that there were any significant overlaps (i.e. persons
receiving assistance from more than one program) between the programs
grouped under each target group.
44

This approach was discarded because the indicator would be dominated by the largest
programs; the impact of programs targeted at smaller groups such as children and the disabled
would be minimal.
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Table 5.3. Beneficiaries of Social Protection Programs in Pakistan
SP Component/Program

Labor Market Programs
Khushal Pakistan
Zakat Rehabilitation Grant
Vocational and Training (govt.)
PBM Rehabilitation
PBM Vocational Training
Social Insurance/Health Care
Retired Federal Civil Employees
Retired From Armed Forces
Retired From Civilian Armed Forces
Civilian Employees Of Armed Forces
Retired Provincial Govt Employees
Retired WAPDA Employees
EOBI Beneficiaries
Employees Social Security Institution
Health Services for Army Personnel
Private Health Insurance
Social Assistance
Zakat
Pakistan Bait-Ul-Mal
Punjab Bait-Ul-Mal
Provincial Social Assistance Programs
EDHI Services
WWF Beneficiaries

Beneficiaries (000s)
People
Households

81
89
40
1
1
148*
952
59
126
671*
65
226
4,729

707
1,130
12
2
470***
7

Micro/Area-Wide Programs
Khushhali Bank
Microcredit—MFN
Disaster Relief – PBM
Child Protection
Educational Stipends—Zakat
Educational Stipends—PBM
Educational Stipends—Punjab BM
Educational Stipends —WWF
Pakistan Bait-Ul-Mal (Tawana)
Protection/ Prevention of Child Labor
Orphanages—Islamic Charities
Orphanages—Government
Provincial Social Assistance Programs
Edhi Foundation Homes
CWD—Federal and Provincial Programs

850
674**
350***

101
241
3
69
<1
4
4
76
6
1
0
3
5
10

* Number of government employees
** Number of military personnel.
*** Author’s estimates.
Source: Chapter 4 and author’s estimates.
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Table 5.4. Social Protection Target Groups, Programs, and Reference Populations

Target Group

Type of SP Program

Reference
Population—
Narrowly
Defined*

Reference
Population—
Narrowly
Defined*

The Unemployed
and
Underemployed

All Labor market programs
(relevant training and job
creation through SME
support); food for work
programs; targeted public
works programs

The unemployed
and the
underemployed

Total labor force/
active population

The Elderly

Pensions
Social assistance to the elderly

Population aged
60+ years

Population aged
60+ years

The Sick

Formal health insurance
Microinsurance
Subsidized health costs or
exemptions
Senior citizen treatment
allowance

Total population

Total population

The Poor
(especially the
severely poor and
disadvantaged)

All recipients of basic social
welfare/ assistance
paymentsAllowances to
senior citizens/widows,
conflict-hit persons
Social welfare centers, old
age homesBut excluding
education and health
programs as well as those for
the disabled
Microfinance/credit

Poor population

Total population

Poor population

Total population

All forms of assistance
programs for the disabled
(including recipients of social
assistance, training
programs)
Educational programs (e.g. fee
exemptions, scholarships,
school feeding programs, etc.)
All other identified child
protection programs

The disabled
population

The disabled
population

Poor children,
aged 5-14 years

All children, aged
5-14 years

The Disabled

Children with
Special Needs
(CWSN)

*Essential equivalent to the target population.

060150 SPI Pakistan 6.pmd

350

30/06/2006, 3:25 PM

PAKISTAN

351

Table 5.5. Coverage of Major SP Programs by Target Group, 2002-2003
Target
Group

Applicable
Program

Beneficiaries
(000s)
Program

The
Unemployed
and
Underemployed

The Elderly

The Sick

The Poor—
Social
Assistanced

The Poor/
Microcredit
Programse
Disability
programs
Children with
Special Needs
(CSWN)f

Khushal Pakistan
Zakat Rehabilitation
Grant
Vocational training
programs (govt.)
PBM Rehabilitation
PBM vocational training
Pensioners receiving
pension benefitsb
EOBI beneficiaries
Armed Forces health
services
Employees Social
Security Institution
Private Health Insurance
EDHI Foundation health
services
Social assistance - Zakat
Pakistan Bait-ul-Mal

81
89

Reference
Populationa

Total

Coverage
(%)

Narrow

Wide

Narrow

Wide

212

3,610

42,130

5.9

0.5

837

8,942

8,942

9

9

10,896

149,030

149,030

7.3

7.3

3,268

47,392

149,030

6.9

2.2

2,326

47,392

149,030

4.9

1.6

3

3864

3864

0.1

0.1

179

13,744

43,219

1.3

0.4

40
1
1
837

3,750 c
4,729
1,947 c
470c
707
1,130

Punjab Bait-ul-Mal
Provincial programs
WWF grants
Young pensioners
Microfinance Network
Khushhali Bank

12
2
7
1410
687
1,639

Apna Ghar
Educational Stipends –
Zakat
Educational Stipends –
PBM
Educational Stipends –
Punjab BM
Educational stipends –
WWF
Pakistan Bait-Ul-Mal
(Tawana)
Protection/ prevention
of child labor

3
69
<1
4
4
76
6

continued next page
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Table 5.5. Coverage of Major SP Programs by Target Group, 2002-2003
(continued)
Target
Group

Applicable
Program

Beneficiaries
(000s)
Program

Disability
programs
Children with
Special Needs
(CSWN)f

a

b

c

d

e
f

Orphanages – Islamic
Charities
Orphanages –
Government
Provincial child
protection programs
Edhi Foundation
Homes
CWD – federal and
provincial programs

Total

Reference
Populationa
Narrow

Wide

Coverage
Narrow

Wide

1
<1
3
5
10

See Table 5.4 for definition; reference populations are derived from information contained in
Chapter 2 tables with estimates for 2003 where necessary.
Under 40% of pensioners are aged 60= years due to early retired of many military personnel
(derived from analysis of Pakistan Integrated Household Survey, 2001-02 (PIHS).
Author’s estimates based on data for ESSI as no other data was available. Figures represent
total coverage of schemes and thus include dependents as well as main beneficiary.
Victims of natural disasters have been excluded for two reasons. Firstly, this group varies
dramatically year by year with the occurrence, or non-occurrence, of natural disasters.
Secondly, there is no convincing way of assessing the target population in order to derive a
coverage indicator for emergency relief assistance.
Figures represent all members of recipient households.
I.e. persons receiving pensions who are under the age of 60 years; see note 2.

Using the narrow definition of the reference population, which more
closely approximates the target group, Table 5.5 shows that SP coverage rates
in Pakistan are low with none of them exceeding 10%. The highest coverage
rate (9%) is for the elderly, although the great majority of these beneficiaries
will be civil servants or army personnel. Coverage of the disabled and children
are very low at below 2%, indicating the lack of any major programs targeted at
these groups.
In the section Social Protection Index and Multicountry Analysis of this
book, the seven indicators of coverage will be combined into a single indicator
for the SP coverage component.
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C. The Distributional Impact of SPI Programs
The third proposed component of the SPI is the Distributional Impact of SP
programs in each country. This component of the SPI will be assessed:
(i)
(ii)

by estimating the proportion of poor people/households benefiting
from each type of SP program—poverty-targeting, and
by examining the amount of income transferred by these programs
to the poor in relation to their average household incomes/
expenditures—impact on incomes.

1. Proportions of Poor Households Benefiting From SP Program
Poverty-Targeting
The poverty-targeting indicator that has been adopted is the ratio of the
number of poor beneficiaries of SP programs to the total poor population.
This indicator can be derived from an ad hoc estimation of the proportion of a
program’s beneficiaries who are poor (using the official poverty line) or through
the analysis of household survey data. The second approach is likely to yield
the more robust results:
(i) Institutions responsible for executing the major SP programs rarely
maintain data disaggregated by poor and nonpoor households, and
(ii) Household survey information permits the identification of
overlaps among programs (i.e. households receiving benefits from
more than one program).
In Pakistan’s case, the task is made easier due to the availability of some
information from the Pakistan Integrated Household Survey 2001-2002. This
survey was a multipurpose survey and was not expressly designed to provide
information on SP programs. The data available is, therefore, limited. This report,
therefore, uses the available information from HIES and adopts an ad hoc
approach for programs not SP and programs not covered by this survey. For
these programs, poverty-targeting rates have been established based on available
information, using interviews with both government and nongovernment officials
working in these areas, and the consultants’ own estimates.45
There are two steps in the derivation of poverty-targeting rates:
1.
estimating the number of poor beneficiaries for each of the
identified SP programs, and estimating the overlaps between
schemes.
2.
Estimating the Number of Poor Beneficiaries

45

Where even qualitative estimates could not be obtained from the responsible agencies.
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Table 5.6 presents the PIHS information that can be used to derive the
number of poor beneficiaries from some of the larger SP programs. The low
proportions of the poor receiving benefits from Zakat or pensions corroborate
the low coverage rates obtained in Table 5.5.
Table 5.6. Poverty Targeting of SP Programs, 2001-2002 (%)
Households

Comments

SP
Program

Total

Poor*

Not
Poor

% poor
h’holds
who receive

Pensions

7.6**

4.6

95.4

1

Zakat

1.9

49.0

51.0

2.6

Other

6.5

33.9

66.1

6.1

Analysis also revealed that 62% of
households receiving pensions had no
one aged over 60 years.
Likely to be an underestimate as many
Zakat benefits are in kind.
Incl. gifts, assistance, educ. grants,
alimony, inheritance, lottery winnings.***

* Percentage of program beneficiaries who are poor/ not poor households.
** % of all households receiving program.
*** It is not possible to separate out those receiving SP assistance from other miscellaneous
types of income.
Source: Author’s analysis of PIHS, 2001-02.

Table 5.7 shows the application of these rates to the data on program
beneficiaries contained in Tables 5.3 and 5.5 for programs that are considered
to have similar targeting characteristics to the PIHS programs. For programs
not covered by PIHS, poverty-targeting rates have been assigned based on
the following principles:
(i) if a program is only accessible to the not-poor, then 0% of the
beneficiaries are assumed to be poor;
(ii) if the program is exclusively targeted towards identifiable groups
of poor and perceived wisdom is that most beneficiaries are indeed
poor, then close to 100% of the beneficiaries are assumed to be
poor;
(iii) if the program is considered to be more general in nature in terms
of poverty-targeting, then 32%(the national poverty level) of the
beneficiaries are assumed to be poor;46 and
(iv) varying these percentages based on knowledge47 of the targeting
of individual SP programs, e.g. beneficiaries of microfinance in
46
47

This poverty line is used as the criterion for most programs targeted at the poor.
E.g. From reports, discussions with officials concerning the amount of ‘leakage’, i.e. the
proportion of beneficiaries who are not part of the original target group.
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1130
14
7
1410
687
1639
3

707

89
40
1
1
837
3,750
4,729
1,947
470

81

75.0
75.0
31.8
5.0
31.8
31.8
100.0

50.0

50.0
31.8
75.0
75.0
5.0
0
0
0
75.0

75.0

All
Beneficiaries
(000s)
(%)
2
3

Pakistan Bait-Ul-Mal
Punjab Bait-Ul-Mal + Provincial Programs
WWF Grants
Young Pensioners
Microfinance Network
Khushhali Bank
Apna Ghar

Social Assistance—Zakat

Zakat Rehabilitation Grant
Vocational Training Programs (Govt.)
Pbm Rehabilitation
PBM Vocational Training
All Pensioners Aged 60+ Years
Armed Forces Health Services
Employees Social Security Institution
Private Health Insurance
EDHI Foundation Health Services

Khushal Pakistan

1

SP Program

Table 5.7. Poverty-Targeting of SP Programs, 2002-2003

**
**
National poverty rate
PIHS01-02
National poverty rate
National poverty rate
Beneficiaries will be poor

PIHS01-02

Beneficiaries very unlikely
to be poor
**

PIHS01-02
National poverty rate
**
**
PIHS01-02

See note**

Poverty-Targeting
Poor
Comment
4

848
11
2
71
218
521
3

354

0
353

45
13
1
1
42
0

61

Benefs.
5 (2*3)

0
0
0
0
0
0
0

0

25

0

25
0
25
25
0

25

(%)
6

1
42
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Not applicable; no poor beneficiaries
Some overlap with Zakat
and PBM programs
264
Overlap between Zakat
and Bait-ul-mal unlikely
354
Largest program
848
11
2
71
218
521
3

Likely to be some overlap with
Zakat/ PBM

33
13

46

Net Poor
benefs.
8 (5*6)

Likely to be some overlap with
Zakat/ PBM programs

Comments
7

Program Overlap

PAKISTAN
355
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77

50.0

All
Beneficiaries
(000s)
(%)
2
3

**
Beneficiaries will be poor

PIHS01-02

Poverty-Targeting
Poor
Comment
4

57
6
3
6
10
2,661
47,400
5.6%
1.8%
5.3%

39

Benefs.
5 (2*3)

25
0
0
0
0

25

(%)
6

Comments
7

Program Overlap

29
43
6
3
6
10
2,523
47,400

Net Poor
benefs.
8 (5*6)

Likely to be some overlap
with other Zakat/PBM programs

**These programs are all heavily targeted to the poor; targeting is considered to be more effective than for Zakat programs.
However, significant leakage is still probable.
Source; Tables 5.3, 5.5, 5.6 and consultants’ estimates.

Pakistan Bait-Ul-Mal (Tawana)
76
75.0
Protection/Prevention Of Child Labor
6
100.0
Provincial Child Protection Programs
3
100.0
Orphanages & Homes
6
100.0
CWD—Federal and Provincial Programs
10
100.0
Sum Of Poor Beneficiaries
Poor Population
Upper-Bound (with overlaps/double counting)
Lower-Bound (largest program only)
Best Estimate (excluding overlaps)

Educational Stipends (Zakat)

1

SP Program

Table 5.7. Poverty-Targeting of SP Programs, 2002-2003 (continued)

356
SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

30/06/2006, 3:25 PM

PAKISTAN

357

Pakistan are people earning less than the basic threshold of taxable
income i.e. less than PRs80,000 per annum in FY 2003; as this is
much higher than the per capita poverty line income of under
PRs10,000, few people living below the poverty line will receive
microfinance.
The resultant estimated poverty targeting rates and numbers of poor
beneficiaries are given in columns 3 and 5 of Table 5.7.
2. Estimation of Overlaps48
If there are no overlaps between programs, the overall poverty-targeting rate
would be obtained by summing up the poor beneficiaries of all programs, i.e.
2.67 million; this would give a poverty-targeting rate of 5.6%; this can be seen
as the “upper-bound” estimate. On the other hand, a “lower-bound” of 1.8%
is obtained by taking the poverty-targeting rate of the program with the highest
number of poor beneficiaries, i.e. Bait-ul-Mal; this implies that the beneficiaries
of all other programs also receive assistance from Bait-ul-Mal.
The actual poverty-targeting rate lies somewhere between these extreme
values, i.e. some poor beneficiaries will receive assistance from more than one
program. However, given the low “upper-bound” estimate, these overlaps are
unlikely to be large. Analysis of HIES, for instance, reveals negligible overlap
between pensions and Zakat; and Zakat is not available to Bait-ul-Mal
beneficiaries and vice versa. In order to obtain the “best estimate” povertytargeting rate, which allows for overlaps among beneficiaries across programs,
the following procedure was adopted:
(i) column 6 ‘% overlap’ was inserted into Table 5.7;
(ii) programs that had no poor beneficiaries were ignored;
(iii) the largest program, Bait-ul-Mal was assigned a 0% overlap;
(iv) other programs were then successively compared against this
program and estimates of the extent of “overlap” were made;
reasons for the overlap rates assigned were inserted into column
7. In practice, overlaps were only considered likely between
different types of Zakat and Bait-ul-mal programs;
(v) these percentages were then multiplied with the number of poor
beneficiaries to give the number of poor beneficiaries allowing for
overlaps (column 8); and

48

This is a necessary step. It is not realistic to derive use poverty targeting rates for individual
SP programs in the construction of an SPI as these will vary considerably from country to
country.
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(vi)

the “best estimate” of the overall poverty-targeting rate was
obtained by summing this column.

This resultant “best estimate” poverty-targeting rate is 5.3%— a little
different from the “upper-bound” estimate. As mentioned, the lack of overlaps
is unsurprising given the different nature and targeting of many of the programs
and the low coverage of even the largest programs. This “best” estimate will
be retained for the formulation of the SPI.
3. Impact of SP Programs on Household Expenditures
The poverty-targeting rate provides an indication of the distributional impact
of SP programs. It, however, gives little indication of the “effectiveness” of
the interventions, i.e. what impact do these interventions have on the income/
expenditure of the poor. The objective is to derive an indicator of SP
expenditure to the poor population as a percentage of the poverty line income.
Ideally, as with the poverty-targeting rate, this indicator would be derived
from household survey data. This was not possible in this case owing to the
absence of HIES information on the cash transfers from SP programs, as well
as the fact that many of these transfers were in-kind. Additionally, in order to
maintain comparability, it was deemed desirable to adopt a method that could
be replicated for all countries.
The approach adopted is similar to that used for poverty-targeting except
that the expenditure data from Table 5.2 are substituted for the data on
beneficiaries in Table 5.7. Table 5.8 presents the results. The poverty-targeting
rates are the same as those from Table 5.7 and multiplying these by the
expenditure on each program gives the amount of SP expenditure going to
the poor. In this case, there is no need to allow for overlaps between programs.
During the fiscal year 2002/03, Table 5.8 shows that the total SP
expenditure on poor beneficiaries was around PRs7.9 billion, just over 10% of
total SP expenditure. This low percentage reflects the high proportion of SP
expenditure on formal social insurance and health schemes that are not targeted
at the poor. The dominance of SP expenditure by these programs is further
underlined by the fact that they still make up almost 40% of SP expenditure
to the poor. In contrast, the main targeted programs—Zakat and Bait-ulmal—constitute just under one third of SP expenditure on the poor.
SP expenditure on the poor was then related to the poverty line income.
The results are shown in Table 5.9. Two indicators are presented:
(i) Per capita SP expenditure on the poor as a percentage of the
(estimated) 2002/03 poverty line: 1.9%; and
(ii) As above but for poor beneficiaries only: 35%.
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The advantages and disadvantages of each will be discussed in
the forthcoming section Social Protection Index and Multicountry
Analysis of this book.

Table 5.8. SP Expenditure on the Poor

Target Group

The Unemployed
and
Underemployed

The Elderly
The Sick

The Poor—Social
Assistance

The Poor/
Microcredit
Programs
Disability
Programs
Children with
Special Needs
(CSWN)

SP Program

Khushal Pakistan
Zakat Rehabilitation Grant
Vocational training
programs (govt.)
PBM Rehabilitation
PBM vocational training
All Pensioners aged 60+ years
Armed Forces health services
Employees Social Security
Institution
Private Health Insurance
EDHI Foundation health
services
Social assistance - Zakat
Pakistan Bait-ul-Mal
Punjab Bait-ul-Mal +
prov. programs
WWF grants
Young pensioners
Microfinance Network
Khushhali Bank

SP
Poverty- Expenditure
Expenditure Targeting on Poor
(PRs million)
(%)
Beneficiaries
(PRs million)
323
1,331

75.0
50.0

242
666

150
24
4
23,092
2,000

31.8
75.0
75.0
5.0
0.0

48
18
3
1,155
0

1,738
716

0.0
0.0

00

170
1,687
2,342

75.0
50.0
75.0

128
844
1757

53
265
38,899
1,938
1,027

75.0
31.8
5.0
31.8
31.8

40
84
1,945
616
327

Apna Ghar
Educational Stipends (Zakat)

2
143

100.0
50.0

2
72

Pakistan Bait-Ul-Mal (Tawana)
Protection/ prevention of
child labor
Provincial programs
Orphanages & Homes
CWD – federal and provincial
programs
Total SP Expenditure

157

75.0

118

58
70
86

100.0
100.0
100.0

58
70
86

276
76,551

100.0

276
7,944

Source: Tables 5.2, 5.6 and 5.7.
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Table 5.9. Impact of SP Expenditure on the Income of Poor Households
Variable

Value

Total SP Expenditure on the Poor (PRs million)
Poor Population (‘000)
SP Expenditure/Poor Person (PRs/person)
Poverty Line Income Per Capita (annual) (PRs/person)
Per Capita SP Expenditure as % of Poverty Line Income
Percent of Poor Receiving SP Assistance (from Table 5.7)
Per Capita SP Expenditure as % of Income of Poor Beneficiaries

7,920
47,400
170
9,000
1.9%
5.3%
35%

Source: Table 5.8 and Chapter 2 information.
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7 Viet Nam
HOANG XUAN QUYEN
NGUYEN THANG

I.

Summary of Main Results

S

ocial and economic conditions in Viet Nam have improved
considerably since the late 1980s: GDP per capita has risen,
poverty rates have fallen, child and infant mortality rates have fallen,
use of and advice on contraception is widely available as are antenatal care and skilled assistance at deliveries, school enrolment
rates have increased, and access to clean water and sanitation has risen. These
changes occurred in both rural and urban areas, although most indicators remain
significantly worse in the former. They are worse also among the ethnic
minorities, who make up around 14% of the population.
Despite these achievements, the situation in the 1,870 most
disadvantaged communes, which are mostly located in mountainous areas
where ethnic minorities are concentrated, remains acute (relating to roads,
classrooms, safe water, electricity, small-scale and irrigation works).
There is no concise definition of Social Protection (SP) in Viet Nam.
The definition to be used for this study is: “The set of policies and programs
that enable vulnerable groups1 to reduce, mitigate and /or cope with the risks
associated with their particular circumstances and that do not fall under
activities normally associated with other sectors such as rural development,
basic infrastructure, health and education, and that are both targeted at these
groups and involve cash or in-kind transfers.”
1

The primary target groups for social protection policies, which reflect ADB’s definition of
SP, are the unemployed/underemployed, the elderly, the sick, those affected by natural
disasters, the poor, the disabled, and children with special needs.
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A review of the major SP programs currently operating in Viet Nam,
structured around the components and subcomponents of ADB’s SP definition,
includes a review of some area-wide integrated development projects and
programs related to early child development that were considered not
incorporated in the formulation of the Social Protection Index (SPI).
Statistical information on current SP activities in Viet Nam is synthesized
and aggregated in Chapter V around the three proposed constituent elements
of the SPI: (i) expenditure on SP programs, (ii) their coverage, and (iii) their
distributional impact. This information is then used to derive indicators to be
used in the eventual formulation of the SPI. The key indicators are presented
in Table 1 below.
SP Expenditure. Data was obtained from the state budget allocation for
“social subsidies” and the summation of the expenditures on individual SP
programs (Table 5.2). The latter estimate is preferred for two reasons: firstly,
the budget estimate could not be disaggregated and is known to include
expenditure on general poverty alleviation programs that are excluded from
the definition of SP; and secondly, it does not include some programs which
do fall within the definition, e.g. those operated by national NGOs using
nongovernment funds. Total SP expenditure in 2002/03 is estimated at around
D19 trillion ($1.2 billion), equivalent to 3.5% of GDP. Around 80% of this
expenditure is on just two programs—Social Insurance and Social Assistance
with the latter being principally going to war invalids and war contributors.
SP Coverage. This was assessed separately for seven target groups: the
unemployed and underemployed, the elderly, the sick, the poor (separately
for those receiving social assistance benefits and recipients of microcredit
loans), the disabled, and children with special needs. To a large extent,
these target groups are consistent with ADB’s components of SP.2 Estimates
of the coverage of each of these target groups were derived by dividing the
number of beneficiaries by two alternative reference populations: (i) narrow,
which approximates the target group, e.g. for the poor; this is number of
persons living below the poverty line; and (ii) wide, where the total
population is used as the denominator (Table 5.5). Coverage rates (using
the narrow reference population) in excess of 20% were obtained for programs
related to the elderly, the sick, the poor, the disabled, and children. The
advantages and disadvantages of using the narrow and wide reference
2

Concerning ADB’s definition of SP, see the forthcoming section Social Protection Index and
Multi-Country Analysis of this book.
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populations are discussed in the forthcoming section Social Protection Index
and Multicountry Analysis of this book.
SP Distributional Impact. This element was assessed in two ways:
(i) firstly by estimating the poverty targeting rate of individual SP
programs (i.e. the percentage of the poor population who receive
some SP assistance); and
(ii) secondly, by estimating the per capita SP expenditure which goes
to the poor and expressing this as a percentage of the poverty line
income. The inclusion of this latter variable was deemed essential
in order to “qualify” coverage rates that could give a misleading
impression of the level of actual assistance provided.
In this context, it is important to note that despite a Poverty-Targeting
Rate of just over 50%, SP expenditure per poor person amounts to below 12%
of the poverty line income, rising to 22.7%, if only beneficiaries are considered.
Table 1 provides a summary of the derived indicators.

II. Country Overview
This chapter presents a brief overview of the social and economic characteristics
of Viet Nam that are considered of particular relevance to SP issues. The
accompanying statistical tables are to be found at the end of the chapter.

A. Population
The population of Viet Nam increased from around 64 million in 1989 to 76
million in 1999 and an estimated 80 million in 2002. Average growth during
the 1990s was 1.7% per annum, significantly lower than the rate (2.1% annually)
prevailing during the 1980s. This resulted from a continuing decline in
fertility—the Total Fertility Rate has more than halved since the late 1980s.
Death rates have also decreased, but to a much lesser extent. The combination
of these factors has led to a rapid ageing of the population, with only 30% of
the population being under the age of 15 years compared with over 40% in
1989; 10% are now aged over 60 years compared with 7% previously. The most
marked change, however, is in the zero to four age-group, where the number
has actually decreased since 1989 indicating that pressures on the education
system in terms of the physical provision of places are likely to decrease rather
than increase in coming years.
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Table 1. Summary of Preferred SP Indicators
SPI Component

Indicator

(%)

Viet Nam Estimate

(%)

Expenditure on SP

Total SP Expenditure as
% of GDP

Coverage of SP
The Unemployed/
Underemployed)

Reference population—narrow
Beneficiaries as % of
5.2
total of U/U

Reference population–—wide
As % of total labor force
1.7

The Elderly

Elderly receiving
assistance as person
of population aged
60+ years

34.0

As for “narrow”
reference population

34.0

The Sick

% of population with
health insurance or in
receipt of subsidies

23.0

As for “narrow”
reference population

23.0

The Poor/Social
Assistance

% of poor population
receiving some social
assistance/welfare

26.0

% of total population

7.5

The Poor/Microcredit

% of population
receiving loan

7.6

% of total population

2.2

The Disabled

Disabled beneficiaries
as % of disabled
population

35.0

As for “narrow”
reference population

35.0

Children with
Special Needs
(CWSN)

CWSN receiving
assistance as % of
poor children aged
5-14 years

48.0

% of all children aged
5-14 years

14.0

3.5

Distributional
Impact of SP
Poverty-Targeting

Impact of
SP Transfers on
Household Income

% of poor population who receive some assistance
SP expenditure per poor person as % of annual
per capita poverty line income/expenditure
SP expenditure per poor beneficiary as %
of annual per capita poverty line
income/expenditure

364

11.6

22.7

Source: Chapter 5 Tables.
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The other important feature of population change in Viet Nam is
urbanization. The urban share of Viet Nam’s population is now approaching a
quarter, having increased from a fifth in 1989. In absolute terms, it has increased
by almost 40%, from 13 to 18 million. The current urban growth rate, 3.4%
annually, almost three times of that prevailing in rural areas, reflects the high
rural-urban migration of recent years.
In 1999, there were 16.6 million households in the country with an average
household size of 4.6, compared with 4.8 in 1989. The decline is due primarily
to the marked reduction in fertility over the same period. The 2002 DHS
reported a further decline in household size to 4.4 persons. There is an unusual
little difference in average household size between urban and rural areas. In
Table 2.1. Population
Population
(000s)

Item
1980

Total Population
Urban Population
Rural Population
% Urban
Ethnic Minorities
% Ethnic Minorities

53,700
12,919

By age
0-4
5-14
15-24
25-44
45-59
60+
Total
Households

Average Household Size
Vital Rates (per 1000 )
Crude Birth Rate
Crude Death Rate
Rate of Natural Increase
Total Fertility Rate
Life Expectancy at Birth
Male
Female

1980
36
8
28
1987-1989
3.9
1990
63
65

1989

Change
1989-1999
1999

64,376
18,077
51,457
20%
8,369
13%

76,323
3.4%
58,246
24%
10,527
14%

1989
8,892
15,896
13,295
15,909
5,804
4,580
64,376
13,400

1999
7,173
18,100
15,147
22,739
7,028
6,136
76,323
16,662

Growth
Rate

No.

1.7%
5,158
1.2%

11,947

2.3%

2,158

365

80,000

6,789

1989
1999
14%
9%
25%
24%
21%
20%
25%
30%
9%
9%
7%
8%
100%
100%
2.2%
annual
growth rate

4.8
4.6
1989
1999
30
20
8
6
22
14
1992-1996 1998-2002
2.7
1.9
2001
68
69

2002
7%
23%
18%
30%
11%
10%
100%
17,800

4.5

Sources: 1999 Census; DHS. 2002.; UNDP. 2003.; World Bank. 2004.
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1999, there were approximately 4 million and 12.6 million urban and rural
households, respectively.
In order to derive current (2002) indicators for this study, the 1999
Census population and household figures were extrapolated by the observed
intercensual growth rate. The resultant estimates of total population and total
households in Viet Nam are, therefore, approximately 80 and 18 million,
respectively.

B. The Economy
In recent years, Viet Nam has been one of the fast-growing economies in Asia.
Between 1993 and 2003, real GDP per capita grew by an average of 5.9% per
annum and in some years, GDP grew by more than 8% (ADB et al., 2004). In
2003, the rate of growth of GDP was estimated to be just over 7% (CIME,
2004). Even in the years following the East Asian crisis, from which Viet Nam’s
economy was relatively insulated because of tight restrictions on the capital
account, real economic growth was still in excess of 4% per annum (Poverty
Working Group, 1999).
Different regions and sectors have benefited from this dramatic growth
to varying degrees. The rapid growth of Viet Nam’s economy has been
accompanied by a gradual change in its sectoral composition. In 1993,
agriculture, forestry and fisheries accounted for just 30% of GDP, while services
accounted for 41%, and industry and construction accounted for 29% of GDP
(GSO, 2002). By 2002, the agricultural sector’s share in national income had
dropped to 23%; services had declined slightly to 38%; and industry had
boomed to 39%. The highest growth rates, sometimes exceeding 10% per
annum, have been recorded in the industrial growth poles located in and around
Ho Chi Minh City, Hanoi, Haiphong, and to a lesser extent, Danang, which
have attracted the lion’s share of foreign direct investment. Some agricultural
areas, particularly the Mekong Delta, North Central Coast, and southern parts
of the Central Highlands, have also experienced fast economic growth—largely
due to Viet Nam’s booming exports of rice, coffee, tea, spices, and other cash
crops.
An unusual feature of Viet Nam’s economy is the high concentration of
economic activities in the hands of the State. In 2002, State companies
accounted for 38% of GDP, compared with 35% by household and private
enterprises, 14% by “foreign-invested” enterprises, and 4% for both collective
and “mixed” enterprises. The state sector, which includes provincially as well
as nationally owned enterprises, remained remarkably resilient in the face of
huge inflows of FDI in the late 1990s.
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In 2003, the State budget accounted for D158,020 billion or
approximately 25%3 of GDP. Some D12,570 billion was to be spent on pensions
and social relief, accounting for just below 8% of projected expenditures (GSO,
2003). A further 12.3% (D19,453 billion) of the budget was to be spent on
education and training, with 3.1% (D4,860 billion) on health care.
In 2002, the last year for which there is data, Viet Nam received $1,277
million in Official Development Assistance, down from $1,453 million in 2001.
This figure accounts for 3.6% of GNI, 16.2% of Central Government
Expenditure and about $16 for each person living in Viet Nam (World Bank,
2003). Viet Nam’s major donors, in descending order of importance, are Japan,
WB (IDA), ADB (ADF), and the IMF, followed by France, Denmark, and
Germany (OECD, 2004). At the end of 2002, Viet Nam’s debt stock stood at
$12,165 million, of which $10,503 million was from official creditors. Of this
$7,635 million was from bilateral donors and $2,868 million from multilateral
donors, the vast majority of which was concessionary (ADB et al., 2004). In
2002, public debt service was estimated to account for 3.3% of GDP, down
from 4.9% in 1999.
Table 2.2. The Economy
Item

1995

1999

2002

GDP (billion dong, current)
GDP per capita growth
By Sector (% of GDP)
Agriculture, Forestry and Fisheries
Industry and Construction
Services
By Ownership (% of GDP)
State
Private
Household
Collective
Mixed
Foreign Enterprises
Foreign Direct Investment
Number of Projects
Registered Capital
Aid as % of GDP

140,258
–

399,942
4.8%

536,098
7.0%

29.9
28.9
41.2

25.4
34.5
40.1

23.0
38.0
28.0

40.2
3.1
36.0
10.1
4.3
6.3

38.8
3.4
32.9
8.8
3.9
12.2

38.3
3.9
31.4
8.0
4.5
13.9

370
$650.8
2.0%

311
$1,568.0
5.0%

754
$1,557.7
3.6%

Sources: GSO. 2002.; CIEM. 2004.; ADB et al., 2004; World Bank. 2004.

3

In 1999, Central Government Expenditure was 29% of GDP, but this fell to 24.3% of GDP in
2001 (World Development Indicators, 2001 and 2004).
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C. Employment and Labor Force
The labor force situation in Viet Nam changed in two important respects
during the 1990s. In the first place, the previously mentioned changing
population age structure has led to a reduction in the ratio between the inactive
and the active populations, from 1.16 to 1.06. This change would have been
greater, but for the increase in school enrolment ratios (see next paragraph),
which is the primary reason why the overall participation rate (defined as the
proportion of the over-15-year-old population is in the labor force and thus,
classed as active) decreased from 77% to 73%. This probably also explains the
decrease in women’s share of total employment during the same period.
Unemployment in urban areas has also decreased significantly to around 5.8%
of the labor force compared with around 9% five years earlier; nationally, the
unemployment stands at around 4%. Underemployment 4 is, however,
significant at around 12% of those employed; underemployment is lower in
1989 and slightly higher in rural areas. In all, around 5.6 million workers are
either unemployed or underemployed.
Changes in the structure of employment reflect those that have taken
place in the economy as a whole: service sector employment growth reached
almost 6% annually, approximately double the overall rate of employment
growth. As a result, this sector’s share in total employment increased by onethird, from 12% to 16%, while that of agriculture declined. Agriculture, however,
remains by far the most important sector accounting for around 59% of total
employment. Manufacturing’s share of total employment stayed much the
same at 14–15%. The other major structural change is the dramatic shift from
the state and collective sectors to the private sector, which now accounts for
more than 60% of total employment, compared with only 27% in 1989.
Employment of children aged 13–14 years old decreased by 14% during
the 1990s, but it is still significant at 16% of this age group. There are, however,
pronounced differences between urban and rural areas, with the child
employment rate in the latter being almost two times higher than in urban
areas. This disparity is, nevertheless, substantially smaller than in 1989 when
the rural child employment rate was five times greater than the urban rate.
Reasons for this decrease are increased school enrolment in rural areas and
increasing incomes.

4

Defined as those working under 16 hours (two days) per week. See Bales, 2000.
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Table 2.3. Employment and Labor Force
No. (000s)
1989
1999

Item
Total Population
Population (15+ yrs)
Labor Force
Participation Rate
Dependency Ratio
Employed Population (15+ yrs)
Unemployment Rate*
Female Employment (no.)
Female Employment (%)
Urban Employment (no.)
Urban Employment (%)
Educational Attainment
Primary
Secondary
Tertiary
Ownership
Government
Collective
Private
Total 26,974
Child Employment (13-14 yrs)
Population (13-14 yrs)
Employed
Employment Rate (all)
Urban
Rural

64,736
39,151
30,026
77%
1.16
26,974
4.9%
14,051
52%
4,627
17%
1989
19,907
3,857
3,210

76,328
50,766
37,034
73%
1.06
35,847
5.8%
17,339
48%
7,721
22%
1999
24,882
5,326
5,639

4,179
15,605
7,190
35,847
1989
2,969
681
23%
5%
27%

Change 1989-1999
AGR
Increase
1.7%
2.6%
2.1%

11,592
11,615
7,008

2.9%

8,873

2.1%

3,288

5.3%

3,094

1989
74%
14%
12%

1999
69%
15%
16%

AGR
2.3%
3.3%
5.8%

3,503
9,673
22,671
100%

15%
58%
27%
100%

10%
27%
63%
2.9%

(1.7%)
(4.7%)
12.2%

1999
3,708
584
16%
7%
18%

Change
25%
(14%)

*As cited in GSO, 2002, p. 75, calculated rates differ markedly.
Sources: 1999 Census; GSO. 2002. 1999 Population and Housing Census: Labor Force and
Employment in Vietnam. Hanoi.

D. Education
The previous paragraph summarized major changes in labor force participation
that occurred in Viet Nam during the 1990s. Several of these changes resulted
from increased school enrolment. At primary school level, there has been
relatively little change except among the ethnic minorities, where enrolment
of primary school age children increased from 25% to 80%.
The improvements are most marked for lower and upper secondary
schooling, where current national enrolment rates have reached 72% and 42%
of the relevant age groups respectively, compared with 30% and 7% respectively
in 1989. These changes have been most pronounced in rural areas and among
ethnic minorities, although the latter still lag behind overall rural enrolment
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rates. An important feature is that differences in enrolment rates between
urban and rural areas and by gender are relatively minor.
Aside from the impact on the labor force, these changes now mean that
literacy levels approach or exceed 95% for all ages from 10 to 49 years.
Table 2.4. Net Enrolment Rates, 1993 and 2002
Net Enrolment Rate
Primary —All Viet Nam
Rural
Ethnic Minorities
Lower Secondary
Rural
44
Ethnic Minorities
Upper Secondary
Rural
Ethnic Minorities
Literacy
10-14
15-19
20-49
50+
All
Urban
Rural
Male
Female

1993

2002

Change (%)

87*
85
64
30

91
89
80
72
26

4
4
16
42
70

7
7
5
2

48
42
38
19
1999
96%
95%
93-95%
75%
90%
95%
90%
94%
88%

41
35
33
17

*As % of relevant age group.
Sources: ADB et al., 2004; 1999 Census.

E. Health
1. General Health
In 2002, more than 80% of the population was served by a commune health
center within 4 km (half were within 1.5–2 km) providing maternal and child
health services. Of the communes, 77% were served by a health fieldworker
providing basic services, including provision of basic medicines, vitamin A,
ORS packets and other services. Virtually all communes received at least
quarterly visits by a nonresident health worker. Several health education
programs are in operation: general family planning (c. 90% of communes):
immunization (c. 85%); sanitation; nutrition; diarrhea control; AIDS; drug
abuse; and use of iodized salt and vitamin A (all 40–50%).
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Partly as a result of these efforts, key indicators of the health situation in
Viet Nam show substantial improvements in recent years. Rates for infant
mortality, child (under five years old) mortality, and maternal mortality have
all fallen by between a third and a half since the late 1980s. Two thirds of
children are now fully immunized against tuberculosis, measles, diphtheria
and polio, with less than 5% having received no immunizations at all. Of the
pregnant women, 87% received some ante-natal care; and 85% of births are
now attended by skilled personnel (compared with 77% in the mid-1990s).
Just under 80% of married women use some form of contraception. In general,
rural values for the above indicators tend to be a couple of percentage points
worse than the national average with urban values being considerably better.
Malnutrition. Although the proportion of undernourished people has
fallen from 27% in 1990 to 18% by 2000, the extent of malnutrition is still
high, especially among children. In 2002, it was reported that 28% of children
under five years old were moderately or severely underweight.
HIV/AIDS. More than 154,000 people are currently infected and this is
expected to increase to between 300,000 and 350,000 in the next five years;
the associated sero-positive rates are just under 190 (per 100,000 population)
today, potentially rising to 440 in five years’ time. There are currently 6,500
children affected with HIV/AIDS, while 28,000 children are living with adults
with HIV/AIDS.
2. Disability
Viet Nam currently has about 5.1 million disabled persons, accounting for
6.3% of the total population. There are 1.8 million with severe disabilities; of
these, 150,000 are aged 15-20; 510,000 are aged 20-49; and the remaining
around 1.1 million are aged over 50. Disability rates are substantially higher
among men and in rural areas.
The MOLISA/UNICEF survey of child disability estimated that 2.8%
of children aged up to 17 years had some disability, with half that proportion
having severe disabilities.5 This is probably the most reliable data other than
the census. Taken together, these surveys imply that there are around 840,000
children with some disability, of whom about 420,000 are severely disabled.
Of these, approximately 135,000 are completely incapacitated.
Among children, 55–60% of disabilities are congenital, 30% result from
disease/illness, 7% result from war legacies (unexploded ordnance) with the
5

Cited in Yoder, 2003.
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remainder being due to accidents and other causes. The number of people
currently affected with Agent Orange (which is still producing congenital birth
defects and is now affecting third generation children) is 174,000 (MOLISA
estimate). The cumulative number of persons affected with Agent Orange
since the end of the war could exceed one million.
Table 2.5. Health Indicators

Indicator

Unit

1980

Infant MortalityRate
Under 5 Mortality Rate

Per 1000
live births

57

Maternal Mortality Rate

Per 100,000
live births

Use of Contraception
by Married Women
Antenatal Care
Births Attended by
Skilled Person
Immunization
BCG
Measles
Polio
Diphtheria
All

19871992

19931997

19982002

Ratio
2002/
1990

Source

35.7
47.4

29.6
39.5

18.2
23.6

0.51
0.50

UN/WB
UN

100.0

0.63

WB/UNDP

160.0

%

79.0

DHS

% of
pregnancies

87.0

DHS

85.0

DHS

% of births

77.0

% of children
85.0

93.0
83 (97)
93-76**
88-72
67

DHS
DHS (UN)

**Rates are for first and third vaccinations.
Sources: DHS. 2002; UNDP. 2003; World Bank. 2004.

F. Housing and Physical Infrastructure
Access to clean water and hygienic sanitation has increased considerably since
the early 1990s. In 2002, just less than half of households had access to clean
water, compared with around a quarter of households in 1993. The proportions
of households with hygienic sanitation increased from 10% to 25% in the same
period. Improvements occurred in urban and rural areas, although the situation
remains severely deficient in rural areas with under 40% of rural households
having access to clean water and less than 12% hygienic latrines. The values
for ethnic minorities are worse, with only 13% and 4% having access to good
water or sanitation.
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General housing conditions have almost certainly improved, along with
other social and economic indicators during the 1990s. A key indicator is that
the number of persons per sleeping room decreased from 3.3 to 2.9 (13%) in
only four years, from 1998 to 2002. Electricity is now almost universal in urban
areas and reaches more than 70% of rural households.
Table 2.6. Housing Conditions
Item
Safe Water

Improved Sanitation

Electricity

Persons per sleeping room

Location

1993

1998

2002

Viet Nam
Urban
Rural
Minorities
Viet Nam
Urban
Rural
Minorities
Viet Nam
Urban
Rural
Viet Nam

26*
59
18
5
10
45
2
1

41
77
29
10
17
60
3
1
78
96
72
3.3

49
76
40
13
25
68
12
4

2.9

*Percent of households.
Source: 1999 Census.

G. Poverty and Inequality
Viet Nam’s record of poverty reduction during the 1990s and early 2000s has
been remarkable. Although, several different definitions of poverty and several
difference poverty lines are in common usage in Viet Nam, all show dramatic
and sustained decreases in poverty since the doi moi (renovation) reforms of
the late early 1980s. For example, the expenditure poverty line developed by
the General Statistics Office and WB for use with the Viet Nam (Household)
Living Standards Surveys,6 shows poverty falling from 58% in 1993 to 37% in
1998 and 29% in 2002 (ADB et al., 2004). This would mean that more than 20
million people, almost a third of Viet Nam’s total population, were lifted out
of poverty in less than a decade. During the same period, the percentage of
the population below the food poverty line dropped from 25% in 1993 to
around 11% in 2002. According to the same surveys, the depth of poverty fell
by almost two-thirds (from 18.5% to 6.9%) between 1993 and 2002. Data
6

In 2002, the food poverty line was D1.38 million per capita (D115,000 per month) and the
general poverty line was D1.93 million (D160,000 per month) (ADB et al. 2004. [p. 19]). In
comparison, mean per capita expenditure was around D250,000 per month.
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using MOLISA’s poverty line based on rice equivalent income7 reveal a similar
trend with poverty declining from 30% in 1991 to 17% in 2000 and around
11% in 2003; the poverty rate in rural areas is now under 15%. When the
“international poverty line” of $1/day that is used to monitor Goal 1 of the
Millennium Development Goals is applied, poverty is shown to have fallen by
four-fifths: from 50.8% in 1990 to 10.6% (ADB et al., 2004). Viet Nam’s
remarkable success in reducing poverty, no matter how it is defined and
measured, is mirrored in the changes in other social indicators described
elsewhere in this chapter.
Despite these remarkable successes, poverty is still severe and persistent
in certain regions of Viet Nam. Both the 1999 Census and the 2002 Vietnam
Household Living Standards Survey show that poverty in Viet Nam has a strong
spatial characteristic, with the highest poverty rates being found in the upland
areas of the North West Mountains and Central Highlands, where the poverty
rate exceeds 50% (Minot, Baulch and Epprecht, 2003; General Statistics Office,
2004). These two regions accounted for 20% and 10% of poor people (according
to the GSO/WB expenditure poverty line) in 2002, and are also the regions
where most of Viet Nam’s disadvantaged ethnic minorities live (ADB et al.,
2004). Despite their relatively low poverty rates, many poor people also live in
the densely populated Red River and Mekong deltas, which each accounted
for 17% of national poverty in 2002.
Poverty in Viet Nam is also concentrated among certain types of peoples
and occupation groups. Among the ethnic minorities, poverty remains
stubbornly high: the poverty rate among the non-Kinh and non-Chinese fell
from 86% to 69% between 1993 and 2002, and still exceeds 80% among the
Central Highland minorities and the Hmong (ADB et al., 2004). On average,
per capita expenditure among the ethnic minorities was 13% lower than for
the Kinh and Chinese. The Participatory Poverty Assessments conducted in
16 of Viet Nam’s 61 provinces in 1999 and 2003 show that poverty in urban
areas is also heavily concentrated among recent migrants, particularly those
without permits to live in the Viet Nam’s booming cities. Urban migrants
without registration permits are excluded from the benefits to which the rest
of the urban poor are entitled to, such as exemptions from school fees and
health care cards; and they face difficulties in accessing other public services
(Poverty Working Group 1999: ADB et al., 2004). Both ethnic minorities and
urban migrants tend to share many of the other features that characterize the

7

MOLISA has adopted different poverty lines for different areas: approximately D80,000 per
month in island and mountainous areas; D100,000 in other rural areas; and D150,000 in
urban areas.
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poor in Viet Nam, such as a lack of education, poor housing, working in
agriculture, and living/coming from large families with many dependents.
Inequality in Viet Nam remains modest by international standards—the
Gini coefficient of per capita expenditures have risen from 0.34 in 1993 to
0.37 in 2002, while the ratio of the richest to poorest quintiles income share
increased from 4.9 in 1993 to 8.4 in 2002. Much of the increase in inequality
has been driven by differences in inequality between rural and urban areas,
where inequality tends to be much more pronounced (Poverty Working Group,
1999). Despite the relatively small increase in recorded inequality, the “richpoor” gap remains a serious concern for the Government of Viet Nam, and
questions are asked periodically about the reliability of the GSO’s income and
expenditure estimates (ADB et al, 2004).
Table 2.7. Poverty and Inequality
Poverty (%)
Poverty Headcount
Urban
Rural
Ethnic Minorities
Food Poverty Headcount
Urban
Rural
Ethnic Minorities
% of Households Living
Below MOLISA Poverty Line*
Poverty Gap
Urban
Rural
Ethnic Minorities
Population Living on Less
Than 1PPP$ per day
Inequality
Richest/Poorest Ratio
Gini Coefficient
(per capita expenditures)

1993

1998

2000

2002

58.1
25.1
66.4
86.4
24.9
7.9
29.1
52.0

37.4
9.2
45.5
75.2
15.0
2.5
18.6
41.8

18.5
6.4
21.5
34.7

9.5
1.7
11.8
24.2

39.9

16.4

4.97

5.49

6.03

0.34

0.35

0.37

28.9
6.6
35.6
69.3
10.9
1.9
13.6
41.5
17% (20%) **

13%***
6.9
1.3
8.7
22.8

15.2

13.6

*

MOLISA poverty line was changed in 2001; comparisons with previous periods are not,
therefore, possible.
** Rural poverty
*** MOLISA estimate.
Source: ADB et al. 2004; CPRGS. 2002.
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H. Summary
There can be little doubt that social and economic conditions in Viet Nam
have improved considerably since the late 1980s: GDP per capita has risen;
poverty rates have fallen; child and infant mortality rates have fallen; use of
and advice on contraception is widely available as are ante-natal care and skilled
assistance at deliveries; school enrolment rates have increased; and access to
clean water and sanitation has risen. These changes occurred in both rural
and urban areas, although most indicators remain significantly worse in the
former. They are worse also among the ethnic minorities, who make up around
14% of the population.
These changes are encapsulated in the national Human Development
Index, which increased from 0.58 in 1985 to 0.61 in 1995 and 0.68 in 2002.
Viet Nam’s international ranking has improved from 120 to 109 (out of 173
countries) since 1995—19 steps above its ranking based on GDP per capita
alone.
Despite these achievements, the situation in the 1,870 most
disadvantaged communes, which are mostly located in mountainous areas
where ethnic minorities are concentrated, remains acute:
(i)
(ii)

20–30% do not have roads leading to commune centers;
40% do not have enough classrooms, 5% do not have any permanent
health facilities, and 20% have no commune level markets;
(iii) 55% do not have access to safe water and 40% have commune
centers without electricity;
(iv) 50% do not have enough small-scale irrigation works; and
(v) every year 1–1.5 million people qualify for emergency relief in these
communes.8

III. The Definition of Social Protection in Viet Nam
There is no formal definition of SP in Viet Nam that is as all-embracing as the
ADB definition. This is not altogether surprising as the term “Social Protection”
has only been adopted by IFIs in recent years; it is also not in common usage
in many developed countries. The main ministry involved with SP activities
is the Ministry of Labor, Invalids and Social Affairs (MOLISA). One of its

8

Socialist Republic of Vietnam. 2003. The Comprehensive Poverty Reduction and Growth
Strategy (CPGRS). (pp. 20–21). Hanoi.
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constituent departments, the Department of Social Protection,9 is responsible
for social assistance programs, disaster relief, child protection (but more
restricted than ADB definition) and overall coordination of the major Hunger
Eradication and Poverty Reduction Program (HEPR). Other MOLISA
departments are responsible for social insurance policy, labor and employment
policies, vocational training, and programs to reduce drug abuse and
prostitution. Virtually all MOLISA’s activities, therefore, come under ADB’s
definition of SP. However, some aspects of ADB’s definition do not fall within
MOLISA’s remit, e.g. assistance with education and health costs, area-wide/
microschemes, and some aspects of child protection.
In the Comprehensive Poverty Reduction and Growth Strategy
(CPRGS),10 the relevant chapter is entitled “Development of Safety Nets
for the Poor and for Victims of Natural Disasters.” This chapter includes
policies to:
(i) provide subsidies/exemptions to the poor for their health and
education costs;
(ii) help disabled and vulnerable people to be more self-sufficient and
integrated into mainstream society;
(iii) expand the coverage of social insurance policies, including
community-based schemes;
(iv) expand SP and safety-net schemes for the poor, the hungry, and
those unable to work and with no other means of support;
(v) protect and educate vulnerable children and those with special
needs (CWSN), e.g. orphans, child workers and street kids,
disabled children (including victims of HIV/AIDS and Agent
Orange);
(vi) improve labor market access for the poor and the vulnerable;
(vii) enhance the labor legislation to protect workers’ rights and increase
safety at work;
(viii) develop an effective system of emergency social relief solutions;
and
(ix) expand the participation and role of nongovernmental organizations
in developing and implementing safety net policies.
There is a high degree of concordance between the policies contained
in this chapter and the ADB definition of SP. The main differences are the

9

10

It is understood that a more accurate translation of the Vietnamese name for this department,
Bao Tro Xa Hooi, would be Social Assistance.
CPRGS, 6/2002.

060150 SPI Pub-1 Vietnam 7.pmd

377

30/06/2006, 3:23 PM

378

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

exclusion from the CPRGS chapter of social funds (i.e. area-based schemes to
improve basic community infrastructure), early child development, and
adolescent reproductive and sexual health.
Overall, despite the absence of a formal definition, Vietnamese notions
of SP approximate the more traditional view that SP should be seen as primarily
consisting of direct assistance to poor and vulnerable households, as well as
insurance and other schemes to reduce vulnerability to risks arising from
unemployment, old age and disability.
In this context, it should be noted that IFIs operating in Viet Nam also
tend to use a more restrictive definition of SP than the ADB. The UN/MOLISA
report on Basic Social Services in Viet Nam (Hanoi, 1999) limited their chapter
on SP to social insurance, social assistance, employment services, disaster relief,
and programs for the disabled and children with special needs. The Poverty
Task Force Consultation Document on Reducing Vulnerability and Providing
Social Protection (Hanoi, 2002) widened their discussion to also include
mention of informal household and community-based SP mechanisms, the
Hunger Eradication and Poverty Reduction Program (HEPR), microfinance,
crop insurance, subsidized access to health care, and agricultural extension.
The 2004 Viet Nam Development Report—Poverty11 finally uses the term
“Social Safety Nets” to concentrate on the direct transfer of resources to
households under the Hunger Eradication and Poverty Reduction Program
and the SOE Retrenchment Program, which also involved household level
transfers.
In general, the review of SP definitions used by the Vietnamese and
IFIs operating in Viet Nam reveals a more restrictive approach to SP than the
ADB definition. This is particularly the case in the ADB Area-based and Child
Protection subcomponents and those related to social funds/area development
and early child development. The ADB definition includes programs for smallscale community level infrastructure as well as nutrition, health education,
immunization and pre-schooling that are not included in definitions currently
prevailing in Viet Nam.
In other respects, there is a high degree of consistency between ADB
and Vietnamese definitions. Thus, labor market activities, social assistance
and social insurance programs, direct subsidies to households for educational
and health costs, emergency relief, and programs targeted at children with
special needs are considered to be part of SP irrespective of whose definition
is adopted. Conversely, microfinance is generally seen as falling outside the
definition of SP.
11

ADB et al. 2004.
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It seems to be essential to distinguish between SP programs and activities
and those that fall logically into the more widely defined categories of overall
poverty reduction, and social development. For example, poverty reduction
activities include policies and programs to promote economic growth and to
improve the physical infrastructure of a country that should not be considered
to form part of SP. Similarly, social development includes general health and
education programs designed to benefit a country’s entire population and
increase its development potential, which also fall outside the definition of
SP. Yet some of ADB’s SP components contain elements of all of these, e.g.
vocational training, area development/social funds, early child development.
The definition of SP to be used for this study is: “The set of policies and
programs that enable vulnerable groups12 to reduce, mitigate and /or cope
with the risks associated with their particular circumstances and that do not
fall under activities normally associated with other sectors such as rural
development, basic infrastructure, health and education, and that are both
targeted at these groups and involve cash or in-kind transfers.”
A detailed discussion of the definition including ADBs definition of SP
can be found in the forthcoming section Social Protection Index and
Multicountry Analysis of this book. Based on the above definition, Table 3
contains a schedule of the types of programs that are considered to fall within
the above definition. The Table also indicates those programs falling within
ADB’s categorization of SP activities that will not be considered in this study.
The latter primarily include programs that either involve the construction of
physical or social infrastructure, and integrated community development
schemes and programs that traditionally fall within the education and health
sectors, e.g. primary and pre-school education, immunization, health and
nutrition education, pre- and post-natal care.

12

The primary target groups for SP policies, which reflect ADB’s definition of SP, are the
unemployed/underemployed, the elderly, the sick, those affected by natural disasters, the
poor, the disabled, and children with special needs.
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Table 3. Inclusion/Exclusion of Social Protection Programs
Component/Subcomponent
of Social Protection
Labor Market Programs
Direct Employment-Generation (microenterprise
development and public works)
Labor Exchanges and Other Employment
Services
Skills Development and Training
Labor Legislation (including minimum age,
wage levels, health, and safety, etc.)
Social Insurance Programs
Programs to cover the Risks Associated with
Unemployment, Sickness, Maternity,
Disability, Industrial Injury, and Old Age
Health Insurance
Social Assistance and Welfare Programs
Welfare and Social Services (targeted at the
Disabled, the Indigent, Those Affected by
Disasters, and Other Vulnerable Groups)
Cash/In-kind Transfers (e.g. food stamps,
health cost exemptions or subsidies)
Temporary Subsidies for Utilities, Housing,
etc.

Included/
Excluded
Included
Included
Excluded
Included

Comments

Includes loan-based programs to
support small businesses, etc.
Includes retrenchment programs
Unless targeted at particular groups,
such as the unemployed or
disadvantaged children
Not amenable to quantification

Included
Included
Included
Included
Included

Only if imposed in times of crisis and if
targeted at particular vulnerable groups.
General subsidies are excluded even if
their rationale is to assist the poor

Micro and Area-based Schemes
Microinsurance/Microfinance Schemes

Included

Agricultural Insurance

Included

Social Funds

Excluded

Disaster Preparedness and Management

Included

Microfinance seen as an important aspect
of SP. Mainstream rural credit programs
will be excluded.
Agricultural insurance will rarely be
affordable and therefore, targeted at
the most vulnerable farmers
Except where direct transfers to
households occur
Reconstruction of physical infrastructure
is excluded. De-mining programs
included. Number of beneficiaries not
amenable to quantification.

Child Protection
Child Rights and Advocacy/Awareness
Programs Against Child Abuse, Child Labor, etc
Early Child Development Activities

Included

Not amenable to quantification.

Excluded

Direct assistance for health and
education would be included in
following categories. Otherwise, these
programs fall within basic health and
education programs, which are excluded.
Will generally be included under social
assistance

Educational Assistance (e.g. school feeding,
scholarships, fee waivers)
Health Assistance (e.g. health cost reduced fees/
subsidized medicines for vulnerable groups)
Family Allowances

Included

Street Children/Child Worker/ Orphan Initiatives

Included

Included
Included

Would not include transfers through
the tax system

Source: Authors.
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IV. Current Social Protection Activities and Programs
A. General
In this chapter, the main SP programs and activities that are currently operated
by government agencies, IFIs, and national and international NGOs in Viet
Nam are described. The objectives are twofold:
(i) to present the main features of each program; and
(ii) to provide the quantitative information needed to give the basis
for the formulation of an SPI.
The key variables that are seen as the building blocks for the SPI13 are:
(i) the cost/expenditure of SP programs;
(ii) the coverage of the programs in terms of the number of
beneficiaries; and
(iii) the impact of these programs on the poor in terms of the proportion
of program beneficiaries who are categorized as poor, using the
current national poverty line.
Sections B to F of this chapter are structured around the components
and subcomponents of the ADB’s definition of SP listed in Table 3.
Unless otherwise stated:
(i) Information on government programs comes from interviews with
agency officials;
(ii) Data on IFI projects comes from the Viet Nam Cooperation Report
(UNDP, 2003), the NGO Directory (NGO Resource Centre, 2003),
publicity material/handouts of selected INGOs, and IFI websites;
(iii) Poverty levels are based on the GSO poverty line, including food
and nonfood expenditures. It should be noted though that SP
programs targeted at the poor use the MOLISA poverty line as
the criterion (see section II.G).

B. Labor Market Programs
1. Labor Legislation and Standards
General. The current Viet Nam Labor Code14 has been developed since
labor legislation was first enacted following the 1945 August Revolution. In
its own words, the Labor Code “protects the rights to work, interests and
13

14

For details, see the forthcoming section Social Protection Index and Multi-Country Analysis
of this book.
Socialist Republic of Vietnam. 2002.
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other rights of workers and, at the same time, the lawful rights and interests
of employers thereby creating conditions for a harmonious and stable labor
relationship.” It contains 17 chapters and 196 articles. The Labor Code is
comprehensive in its coverage of labor issues in that it includes provisions
relating to aspects such as vocational training and social insurance that are
often dealt with in separate legislation. In terms of this study, the most
important provisions are:
Chapter I: General P
Provisions.
rovisions. The Code applies to all enterprises
employing workers under a labor contract (Art. 2) (30% of employment in
Viet Nam falls into this category); establishes the right to work independent
of “sex, race, social class, beliefs or religion” (Art. 5); establishes a minimum
wage (Art. 7); provides employees’ rights “to form, join and participate in
(trade) union activities … in order to protect his legal rights and benefits …
and to participate in the management of the business” (ibid.); allows for
collective bargaining and the involvement of Trade Unions in discussions
relating to labor relations (Art. 8); encourages share ownership and capital
investment by workers (Art. 11); provides for Trade Unions to work with State
bodies and other organizations (Art. 12).
Chapter II: Employment. This provides for the State to formulate
policies to increase job creation and investment and to increase the
employment of ethnic minority workers (Art. 14); establishes a national
employment program and a National Employment Fund (Art. 15); provides
for retrenchment payments (one month’s wages per year of employment) and
retraining (Art. 16); establishes employment exchanges (Art. 17).
Chapter III: V
ocational T
raining. This contains various provisions relating
Vocational
Training.
to the establishment and regulation of vocational training establishments
(responsibility for vocational training lies with MOLISA and not the Ministry
of Education).
Chapter IV
IV:: Labor Contract. This comprises of requirements and
conditions relating to labor contracts (compulsory for all employees of
registered enterprises) including conditions of work, remuneration, sick pay/
leave, termination etc.
Chapter V
V:: Collective Labor Agreements. This provides for and sets
down conditions for collective labor agreements that “must” include provisions
relating to working hours, wages/bonuses, occupational safety, and social
insurance (Art. 47).
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Chapter VI: W
ages. This establishes the State’s right to set a minimum
Wages.
wage in consultation with Trade Union and employers’ representatives (Art.
56) (minimum wage raised from D210,000 a month in 2002 to D290,000 in
2003); makes bonuses mandatory subject to a firm’s profitability and its
workforce’s productivity (Art. 64).
est. This contains provisions
Chapter VII: T
orkRest.
Time
Workork-T
ime of W
Time of R
relating to working hours, payment for bank holidays, annual leave, and
compassionate leave.
Chapter VIII: Occupational Safety and Hygiene. This has key provisions:
“An employer shall be responsible for providing adequate means of protection
to the employees ensuring occupational safety and hygiene for the employees
(Art. 95). The Government shall establish a national program on labor
protection, occupational safety and hygiene including (in consultation with
the Vietnam General Confederation of Labor) technical research and
promulgation of laws and regulations.” (ibid.) Other provisions cover the duty
of employers to provide a safe working environment, provide protective
devices and warnings for dangerous machinery (Art. 97/8); health care and
first aid (Art. 103); payment of compensation in case of industrial injury or
death (Art. 107).
Chapter IX: Separate P
rovisions Concerning F
emale Employees. This
Provisions
Female
contains policies to improve training and employment of female workers
(Art.110); maternity leave (with benefits as included in the Social Insurance
scheme) (Art. 114).
Chapter X: Separate P
rovisions Concerning Junior W
ork
ers and Other
Provisions
Work
orkers
Categories of W
ork
er
.
Work
orker
er. This contains prohibition, except in certain defined
situations, of children under the age of 15 (Art. 120) and restrictions on the
employment of children aged 15–17 years (Art. 121): preferential treatment
for the training and employment of disabled workers, including the
establishment of a quota for disabled workers15 (Art. 125–8) (see also 2 below).
Chapter XI: Social Insurance. This establishes the framework and
contents of the Social Security system (see C.1 below for details).

15

Currently 2–3% of the workforce (see Hong, 2002).
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Chapter XII: T
rade Unions. This establishes the mandatory setting up
Trade
of Trade Unions (Art. 153) and the provision of in-house facilities for the
operation of the Trade Union (Art. 155).
Chapter XIII: Labor Disputes. This has procedures for resolving
collective and individual labor disputes.
Chapter XIV
XIV:: Labor Inspections. This contains functions and
responsibilities of the State Labor Inspection office.
There are two IFI-funded programs to strengthen the implementation
of the Vietnam Labor Code:
(i)

(ii)

UNDP is assisting MOLISA to enhance its administrative capacity
to implement effectively the Labor Code of Vietnam—c. $1.6
million over five years; and
the ILO, with German government finance, has a project to
strengthen the labor inspection system through training and
modernization—c. $100,000 per annum.

Relating to Disabled P
ersons. The 1998 Ordinance on Disabled Persons
Persons.
contains the most important statement of national policy towards the disabled:
“The State encourages and creates favorable conditions for disabled persons to
exercise their right to on an equal basis their political, economic, cultural and
social rights and develop their abilities to stabilize their life, integrate themselves
into the community and take part in social activities” (Chapter 1, Article 3).
Other legislation ranging from the Labor Code (see above), laws,
decrees, and circulars, seek to enshrine the rights of the disabled and to
ensure that their needs and aspirations are taken into account in as many
areas of government responsibility as possible. The Ministry of Health in
1997 issued a Plan for the Development of Rehabilitation 2000-2020. This
plan, while concentrating on the physical rather than vocational
rehabilitation, made the statement that declares “every disabled (person
is) guaranteed on their education, economic status, job opportunity and
improvement of quality of life.”
2. Direct Employment Creation
Viet Nam does not have any significant public works program, but does operate
a revolving credit fund that makes small loans to small and household
enterprises expressly for the purpose of job creation. The National Employment
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Promotion Fund (NEPF, also known as Program 120) makes advances of
approximately D200 billion per annum, which is divided among Viet Nam’s
61 provinces, with an view to making small loans to assist job creation (about
D10 million minimum for one work place to about D300 million maximum
per entrepreneur). The NEPF was established in 1992 and has loaned a
cumulative total of D21,000 billion. In 2001, under Decision 143, the NEPF
was merged with the HEPR into the HEPR-EC.16
NEPF statistics from 1997 indicate that nearly 1.5 million people had
found jobs on NEPF-approved projects. Fraser (1997) comments that if these
statistics are credible (which he clearly does not believe them to be), they
would be a very impressive achievement involving the creation of more than
300,000 jobs per annum for five years.17 The latest MOLISA estimates, from
2003, are that around 350,000 jobs a year are created by the HEPR-EC. The
Employment Service Centers (ESCs) administered by mass organizations
report equally impressive statistical results.
If the statistical and other evidence presented to this and other missions
is accurate, there is a potential for the HEPC-EC program to generate up to
300,000 jobs per annum at minimal cost to the national budget. As Fraser
(1997) comments with reference to the NETP, this could constitute a “very
strong case for putting a lot more cash into the Fund.” At the same time, he
cautions that a major increase in the size of the NEPF would require a major
increase in the capacity to administer it. In this case, MOLISA’s ESCs network
would be the obvious choice as the enhanced administrative arm of the HEPCEC. However, untilMOLISA and other mass organizations’ estimates of the
number of jobs created by the NETP/HEPR-EC can be verified, most donors
view funding of the program with caution. In terms of expenditure, the total
projected value of the fund for 2001-2005 is around D3,000 billion. In 2003,
disbursements were estimated at D972 billion with repayments of D734 billion;
outstanding and nonperforming loans amounted to D211 billion.18
3. Employment Service Centres
Following participation by MOLISA staff in an ILO conference on employment
and training in 1987, Viet Nam was one of the first countries in the world to
16

17

18

The same decision renamed the Viet Nam Bank for the Poor as the Viet Nam Bank for Social
Policy.
Frasers add that MOLISA stated rate of job creation is “even more remarkable” when two
other factors are considered. First, that the repayment rate on loans is 96%. Second, that the
NEPF administrators believe that for every project approved there are another six projects
that could be approved, if funds were available.
VBSP unpublished data received through personal communication.
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establish Employment Service Centres (ESCs) in its major urban centers.
ESCs in Viet Nam operate as a loose confederation of several networks rather
than a single network. The major network is under the jurisdiction of MOLISA
(who operates 61 centers, one in each province) with other ESC networks
operated by a range of other government and mass organizations (e.g. trades
union, women’s union, youth union). A key point to note is that, in contrast to
ESCs in most developed countries, ESCs in Viet Nam operate as both job
brokers and centers for skills upgrading.
According to Fraser (1997), a typical ESC in Viet Nam undertakes most,
although probably not all, of the following functions:
(i) providing counseling and advice concerning job opportunities and
training options to job seekers;
(ii) registering job seekers and trying to assist them to find work;
(iii) assisting employers (especially public, joint venture and foreign
employers) to find suitable workers;
(iv) collecting information about the operations of the labor market;
(v) operating vocational training centers that provide short-term
employment-oriented training for skills in demand (both for paid
jobs and for self-employment);
(vi) operating small productions centers that both provide jobs for a
few people and provide a bridge of experience between training
and obtaining a job in the wider labor market;
(vii) operating skill-training centers for disabled people, primarily with
the aim of helping them to become at least partly self-supporting;
and
(viii) administer applications for credit and provide skill training for
migrant workers returning from overseas.
Before 2002, about two thirds of the ESC placements were to employers
in public sector enterprises and joint ventures, and to foreign employers. The
2002 Amendment to the Labor Code allowed foreign enterprises to recruit
workers directly and since then, more than 1,000 small private employment
agencies have been established. However, like the ESCs, all private
employment agencies are urban-based and mostly concentrate on serving the
needs of skilled workers and those workers wishing to work overseas—according
to MOLISA (2004), approximately 360,000 Vietnamese workers went overseas.
Over the period 1993–1996, returns from ESCs indicate that about
430,000 people obtained training and 800,000 were assisted to find work
(Fraser, 1997). In 2003, there were 176 ESCs in Viet Nam, which trained
100,000 workers and assisted 280,000 job seekers. Anecdotal evidence suggests
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that most ESC networks do very little by way of systematic contact with either
employers or school leavers, with most ESCs’ focus being on the government
and joint venture that “used to be based on them” to recruit their workers.
Furthermore, there is evidence to suggest that the range of MOLISA and
mass organization CES offices in any one province are located without any
attempt to either make it easy for job seekers to find them, get to them or
even know of their existence. There is also no apparent attempt to coordinate
their employer contacts or services. These serious operational problems are
being addressed by a three-year project between MOLISA and the US
Department of Labor-funded project, which is working with 10 ESCs operated
by MOLISA, the Viet Nam General Confederation of Labor and the Viet Nam
Cooperative Alliance to develop new models to be “rolled out” to the other
166 ESCs in Viet Nam. The models under development focus on enhancing
the capacity of the ESCs to promote employment through staff development
(including employer outreach, job interviewing skills, vocational counseling,
cooperation with other training institutions, and personnel/human resource
management) and the provision of new equipment and job matching software
(Aurora Associations International, 2003).
4. Skills Development and Training
Since 1999, MOLISA has taken over all responsibility for vocational training
from the Ministry of Education. There are currently 213 state-funded
vocational training schools, 82 privately funded training schools and 44 training
school belonging to state-owned enterprises. In addition, there are 160
government-funded training centers and 137 vocational secondary schools.
MOLISA’s Department of Vocational Training estimates that 55% of the costs
of vocational training schools are met by trainees, with the State budget
contributing a further 26% of their costs, SOEs contributing 15% and
international donors about 3%. The number of persons trained by the vocational
schools in 2003 was 1,074,000 with total government expenditure of around
D1,000 billion in 2002. It should be noted that there are conceptual issues
about how much, if any, of these establishments should be considered to form
part of SP. In particular, vocational training for school leavers would appear to
be more logically included as part of other forms of further education, e.g.
universities, teacher training colleges, etc.
Table 4.1 summarizes the information on training programs that are
targeted towards particular vulnerable groups.
The ESCs are also involved in vocational training. Most of their vocational
training courses are of relatively short duration (2 weeks to 1 month) and are
offered on a fee-for-service basis. About 100,000 workers per annum are trained
by the ESCs.
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Table 4.1. Targeted Components of Vocational Training, 2002/03
2002

Program

Number of
Beneficiaries

Children of War
Invalids
Children of Poor
Households
Ethnic Minorities
Children
Total

9,496

Expenditure
(D million)
Total
Per
Trainee

Number of
Beneficiaries

2003
Expenditure
(D million)
Total
Per
Trainee

0.90

10,102

9,280

0.92

0.87

19,750

18,090

0.92

0.97

15,052

14,630

0.97

0.91

44,904

42,000

0.94

8,537
17,973
15,557
14,299
41,768

13,898
37,992

Source: Estimates by the General Training Department.

Since both the vocational training schools and ESCs charge fees to their
trainees and operate mainly in urban areas, they should be regarded as selftargeting SP programs with little impact among the poor (who make up less
than 9% of the population of urban areas).
5. SOE Equitization (Retrenchment) Program
In mid-2002, the Social Safety Net Fund was established to assist workers
made redundant from SOEs as a result of the latter’s restructuring. This Fund,
in its first year, provided an average of D28.8 million to 14,500 workers laid off
from 374 SOEs,19 indicating a total expenditure of D416 billion. In all, SOE
restructuring could lead to 250,00 redundancies by 2005.

C. Social and Health Insurance20
Viet Nam’s social security system contains two formal contributory nationwide
scheme—Viet Nam Social Insurance (VSI) and Viet Nam Health Insurance
(VHI)—plus a number of smaller area-based microinsurance schemes. In 2002,
it was announced that the social insurance and health insurance were to be
merged. However, the two schemes currently still operate as distinct entities
and remain under the direction of two different Ministries (MOLISA and the
MoH) and thus, are discussed separately.

19
20

ADB et al. 2004. (pp. 90–91)
The material in this section is drawn from agency interviews and the following sources: Von
Hauff, 2003; Mekong Economics, 2003. Poverty Task Force, 2002; and UN, 2003.
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1. Viet Nam Social Insurance
Viet Nam’s Social Insurance scheme was separated in 1996 to provide both
short- and long-term benefits to public sector workers, military personnel,
employees of state-owned enterprises, and waged employees of registered
private companies. Short-term benefits include maternity leave, sickness
benefits, employment injury, and redundancy pay, but unemployment benefits
are specifically excluded. Long-term benefits include old age pensions and
invalidity benefits for workers and their spouses. Contribution levels are 5%
of salary for employees and 15% for employers. Until April 2003, membership
of the VSI was compulsory only for enterprises with 10 or more employees,
but since then it has applied to every registered company and enterprises.
Nonetheless, the majority of workers in the informal economy do not
participate in the voluntary social insurance scheme. Overall, it is estimated
that 5.9 million workers are covered by social insurance out of a potential nine
million wage employees.
The VSI’s total expenditure in 2002 was D8,551,998 million, with the
number of beneficiaries totalling 3,029,504. Table 4.2 gives a breakdown by
category of beneficiary. In theory, the social insurance fund is autonomous of
the state budget, but until 1999 the State was still the single largest source of
social insurance financing. As shown in the table, the state budget still
accounted for the majority of both beneficiaries and expenditures for pensions,
death benefits, and professional diseases and accidents.
Table 4.2. Social Insurance Beneficiaries and Expenditure, 2002
Type of Benefit

Number of Beneficiaries

All
Pensions

Total
State budget
VSI fund
State budget
VSI fund

Assistance to Families
of Deceased
Invalidity Benefit
Sickness Benefit
Pregnancy Benefit
Professional Diseases
and Accidents

State budget
VSI fund

3,029,504
1,074,518
196,165
151,786
33,665
311,813
1,107,821
114,971
12,286
11,022

Expenditure (D million)
Total
State budget
VSI fund
State budget
VSI fund

State budget
VSI fund

8,551,998
5,646,296
1,281,206
154,346
34,218
922,567
163,746
316,171
18,191
15,257

Source: Department of Social Insurance, MOLISA

The level of benefits received by individuals cannot be ascertained with
any accuracy, but table 4.3 shows the full benefit/compensation rates payable
in 2003.
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Table 4.3. Viet Nam Social Insurance Benefit/Compensation Rates, 2003
Type of Benefit

Rate(D)

Military Pension
1,131,589/month
Civil Service Pension
666,750/month
Compensation for Death
5,015,246
Burial Costs
2,320.000
Sickness
152,733/month
Pregnancy
3,812,257/month
Retreat Leave
673.214/month

Type of Benefit

Rate(D/month)

Professional Disease
Professional Disease/Accident
Professional Accident Care

2,647,285
174,450/month
232,000/month

Clause 28
More than 30 working years
Commune Staff
Commune/Ward Staff Allowance

3,131,870
3,059,911
3,343,286
242,000

Source: Department of Social Insurance, MOLISA.

In addition to the formal VSI, a number of informal social insurance
schemes have been tried in Viet Nam in recent years. According to Von Hauff
(2003), these schemes exist in the provinces of Bac Ninh, Hay Tay, and Nghe
An; 265 villages and wards belonging to 29 districts; and cover approximately
200,000 rural laborers of whom 35,867 have received benefits. The operation
of the main schemes in Bac Ninh, Hay Tay, and Nghe An can be summarized
as follows:
(i) Bac Ninh. Now-defunct provincial contributory pension scheme
for farmers established in 1991. Farmers over 60 years of age
received pensions of D10,000/month once they had contributed
100 kg of paddy to the scheme;
ay
(ii) Hay T
Tay
ay. Now-defunct contributory pension fund for farmers
established in the early 1980s. At its peak, about 42,000 farmers
were members of the fund but it collapsed in 1988 following the
hyperinflation of 1986-1987, which had eroded all most of its assets;
(iii) Nghe An. Contributory pension fund first established in 1998 and
covering five districts and approximately 74,000 farmers. Members
are mostly farmers but also include agricultural laborers and other
wage earners not covered by the VSI. Members participating in
this scheme can choose between three contribution levels—
D10,000; 20,000; and 30,000 per month—and are expected to pay
contributions for at least 20 years. Notional benefits are D50,000,
100,000 and 150,000 per month at age 60 for men and 55 for
women.
2. Health Insurance
Health insurance in Viet Nam started in 1993. It is administered by Viet Nam
Health Insurance (VHI) under the umbrella of VSI. There are three main
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health insurance schemes over and above the sickness and death benefits
provided under the social security scheme:
(i) the formal compulsory health insurance scheme;,
(ii) voluntary health insurance, and
(iii) health insurance for the poor.
Formal Health Insurance Scheme. This is compulsory for all formal sector
employees, essentially those involved in wage labor in government and private
enterprises employing more than 10 people.21 Employees contribute 1% of
their earnings, while employers contribute 2%. Premiums are designed to cover
80% of all medical examination and treatment expenses with the insured paying
the balance; hospital expenses are reimbursed directly. Social diseases,
employment injury, and road accidents are not covered. About six million
people22 are currently enrolled in the compulsory scheme. Of these, 60% are
current employees (over 80% of these are public sector workers); the remainder
are either pensioners or social-priority groups such as war veterans, invalids,
the disabled, and orphans. Thus, despite its compulsory nature, coverage among
workers outside the state sector is extremely low (Poverty Task Force, 2002).
Voluntary Health Insurance Scheme. This is mainly targeted at
households not qualifying for either of the above programs. Annual premiums
are D80–140,000 in urban areas and D60–100,000 in rural areas. Benefits are
similar to those payable under the compulsory scheme. Uptake is low, however,
due to the level of premiums and the high transaction costs incurred by local
social security agencies. In 1998, only 124,000 people participated in this
scheme.
There is also a policy of enrolling schoolchildren in this scheme. Parents
pay annual premiums of D30–70,000 and D15–50,000 in urban and rural areas
respectively. These premiums are generally collected by the school authorities
at the same time as they collect school fees and other costs. The number of
schoolchildren enrolled in the VHI has expanded considerably in recent years,
from around three million in 1998 to more than eight million (approximately
45% of all schoolchildren) today. Benefits for schoolchildren will not be as
extensive as those under the formal scheme.

21

22

It is understood that the scheme is in the process of being widened to include employees of
all registered enterprises irrespective of the number of paid employees.
Estimates vary substantially from year to year: 6 million in 1998, 6.4 million in 2000, 5.8
million in 2002.
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HEPR23 has a major program to provide free health insurance cards and
health certificates to poor households and those in mountainous areas forming
part of Program 135. The program has been in operation since 1998. In 2002,
Prime Ministerial Decision 139 made this program national and mandatory.
This decision requires provinces to provide health insurance cards or to cover
the medical costs of the following categories: (i) poor households as defined
using the MOLISA poverty line; (ii) households in communes in particularly
difficult conditions (Program 135); and (iii) ethnic minority households in
the Central Highlands and six provinces in the Northern Mountains. Thus,
the scheme is administered by the provinces that are constrained by lack of
funds in many cases; and so are unable to issue cards/certificates to all eligible
persons. Eligible households are identified at commune level by the People’s
Committees using a combination of the MOLISA poverty line and peer group
identification.
The cards/certificates basically provide exemption for the first D30–
50,000 of health expenditure and, in some cases, additional support to cover
treatment costs in public hospitals. By 2002, around 4.4 million people in
poor households24 were registered and the annual expenditure was estimated
to be around D70 billion. Coverage is estimated to be around 45% of all
potentially eligible households.
The scheme is not without its problems. Recent PPA25 reports in Dac
Lak, Ha Giang, Ninh Thuan, and Quang Tri reported that Decision 139 had
not yet been fully implemented due to delays in preparing the lists of eligible
households, according to provincial officials. There are also problems of
implementation; in some cases, quotas were imposed at provincial or district
level that precluded some eligible persons from receiving them. Other problems
relate to their usage: in two communes in Nghe An province, only just over
half those with cards had used them; in the Ninh Thuan PPA, the percentage
was just under two-thirds. A number of reasons were advanced for this fact—
lack of cooperation by health staff; cards issued per person, not per household;
cumbersome procedures (sometimes making it necessary to travel to district
facilities and so incurring additional travel costs). This low usage probably
explains the low average expenditure per card. In addition, it is uncertain to
what extent health centers are reimbursed for the costs of treating people
23

24

25

HEPR is a large multicomponent poverty reduction program. An overview of HEPR is to be
found in section E.
Around 40% have certificates and 60% have cards. Benefits are much the same irrespective
whether certificates or insurance cards are held.
See IOS/JICA, 2003; CRP, 2003; Long An Primary Health Care Centre, 2003; MOLISAILSSA, 2004; RDSC, 2003; Turk, 2004; Trinh et al., 2003.
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with health cards, especially if these primarily involve consultations. In contrast,
the Nghe An PPA does provide some examples of how the program has
improved access to health services for some poor people.
Total coverage and expenditures of the three heath insurance schemes
are shown in Table 4.4. To this figure should be added another 1.7 million
people who have health certificates that exempt them from the first D30–
50,000 of their health expenditure. In total, 18.5 million Vietnamese (23% of
the population) have some level of health insurance cover.
Table 4.4. Health Insurance Coverage and Expenditure
Number of Participants
Coverage
% of
Year
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
Formal
Voluntary
Free (HEPR)

(millions)

population

3.8
4.3
7.1
8.9
9.5
9.8
10.5
10.6
11.3
13.2
16.8
6
8.1
2.7

5.4
5.9
9.6
11.8
12.4
12.5
13.8
13.9
14.5
17.0
20.7

Amount Collected

Amount Paid Out

(D billion)

(D billion)

110.0
256.0
400.0
520.0
570.0
669.0
760.0
943.8
1,150.9

75.0
189.9
310.4
489.0
500.0
522.0
587.1
650.6
813.0

1,625
1,440
116
69

Source: Various, see footnote on previous page.

There are also three small area-based microinsurance schemes:26
armers. The project was initiated
(i) Voluntary Health Insurance for F
Farmers.
in 2001 in Soc Son district, Hanoi Province and was targeted at
farmers who qualified for neither the formal VHIS scheme nor the
Health Insurance for the Poor program under HEPR. The scheme
operated under the aegis of Hanoi Social Insurance (Voluntary
Health Insurance Section) in cooperation with Hanoi People’s
Committee (HPC). Premiums were set at D50,000 per annum of
which D15,000 was provided from the HPC budget; additional
applicants from the same household paid reduced premiums.
26

Information from Mekong Economics, Stocktaking Report on Social Security and Health
Insurance Schemes in Viet Nam, for the Government of Germany, Hanoi, 2003.
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Around 25,000 people signed up—17% of the population not
covered by either of the above-mentioned schemes. Current status
is not known, but it was observed that the level of premiums was
difficult for many farmers and that health care services needed to
be improved.
omen
’s Union
(ii) TYM fund of the W
Women
omen’s
Union. A microinsurance component
was grafted on the existing TYM microcredit and savings scheme.
Premiums are set at D200 per week (D10,000 per annum).
Members are guaranteed one payout of D200,000 for illness or
conditions that requires surgery or prolonged treatment. Benefits
are also payable on death or diagnosis of cancer; all outstanding
loans are also written off. The scheme operates in 15 TYM branches
in seven provinces. The number of members is not known, but is
probably around 15,000. Current plans are to expand this to 29,000
members by 2006.
und of W
omen under the Action Aid
(iii) Mutual Assistance F
Fund
Women
Microfinance Scheme in Uong Bi District, Quang Ninh P
rovince
Province
rovince.
As with the TYM fund, the Mutual Assistance Fund has “piggybacked” on to an existing microcredit scheme. Premiums are
D1,000 per month (D12,000 per annum). Benefits are D200,000
on death (D100,000 for other family members); D20,000 per
consultation; and D200,000 per serious accident or illness. Mutual
Assistance Funds have been established only in three out of the
ten communes in the district where microcredit scheme operates.
In the most active of these, over 400 people participate and the
fund now stands at D18 million; around D3 million has been paid
out. The level of premiums remains below the potential of many
households and no more than half of those participating in the
microcredit scheme have joined up. There are proposals to increase
the payout per visit to D30,000 and extend the serious accident
benefit to other family members but this may not be feasible given
the current premium level.
Total coverage of these three schemes is, however, negligible in
comparison with the VHI/HEPR schemes.
Several agencies are investigating the possibility of piloting informal
insurance schemes among those falling outside the compulsory, voluntary, and
free schemes, including ADB, GTZ, ILO, and WHO. These are, however,
unlikely to make a significant impact in the near future given the problems
encountered by the three microinsurance schemes described above.
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D. Social Assistance27
1. Welfare Programs (MOLISA)
MOLISA’s Department of Social Protection operates a number of regular relief
programs to provide support to the elderly on their own, the disabled, and the
mentally ill.28 These programs have been in existence for a number of years.
In 2000, eligibility became mandatory and the system of allowances was
simplified. Support is provided either through cash allowances or through
residential care. Levels of support are broadly similar: cash allowances of D45–
100,000 per month with the amount varying between rural and urban areas
and between provinces; the average is around D60,000. The most destitute
or those unable to be cared for in the community are provided with residential
care in SPCs at a cost ranging from D150–300,000 per month.
Those qualifying are:
(i) the elderly living on their own and with no source of income, and
those aged 90+ years. Around 78,000 elderly persons receive this
benefit of which about 6,000 receive residential care in SPCs; and
(ii) Physically and mentally disabled persons. MOLISA’s currently
provides assistance to 120,500–10,500 of whom are cared for in
SPCs.
MOLISA recognizes that funds are inadequate to meet demand, 90% of
which are distributed by central government to provinces for local
disbursement. This is apparent given that MOLISA estimates that around
363,00029 people are severely disabled enough to merit inclusion in the program
and that there are around 105,000 elderly people and 130,000 orphans living
on their own. An evaluation of the program is scheduled for next year and is
likely to examine this issue along with the fact that current allowances are
well below the poverty line. As recent PPA respondents said, “Granting regular
benefits does not help stabilize people’s livelihood, but somewhat lessens
their difficulties. This assistance cannot help people overcome their poverty”30
and ‘(official support programs) only partly help people overcome their
difficulties.’”
Total expenditure on these programs in 2003 was D150 billion with just
over 250,000 people31 being assisted annually, representing between 40% and
27
28

29
30
31

Programs primarily targeted at children are described under Child Protection, see below.
MOLISA also provides support to orphans and street children. These are discussed under
Child Protection in Section F below.
This figure is not comparable to that contained in Table 2.6, which also includes war invalids.
IOS/ JICA, 2003. (p. 66).
This figure includes persons resident in the SPCs.
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45% of the eligible population. One fifth of this expenditure (D35 billion)
goes to the SPCs, which cater to 18,000 vulnerable adults. There are around
24032 Social Protection Centers, although a number of these will cater primarily
to children.33 Health costs are also subsidized for SPC residents. Future policy
is likely to involve a shift away from residential care to care in the community.
Another department of MOLISA, the Department for War Invalids and
Heroes, operates a social assistance program for war veterans and their families.
Allowances are based on a sliding scale of the extent of disability, ranging from
those with 21% disability and above. Allowances are based on a proportion of
the minimum wage, which recently increased from D210,000 to D290,000
per month. Allowances start at 40% of the minimum wage (D120,000 per
month) for low levels of disability and rise to 160% (D450,000) for those with
90% or more disability. School costs for children of veterans with over 60%
disabilities are also provided, while the most severely disabled receive full
health care. Parents of war victims also receive allowances. Statistical data on
this program proved hard to come by and only aggregate data could be obtained.
In 2003, the number of beneficiaries was 1.38 million and total expenditure
was D3,724 billion. There have been debates as to whether this program should
be included as a bona fide SP program. Government officials are adamant that
it should and, given that many of the benefits go to those with disabilities or
to elderly parents, there is no justification for excluding it.
The Department for the Prevention of Social Evils operates programs to
reduce drug abuse and prostitution. The Anti-Drug Action Plan for 2001–
2005 is a National Targeting Program reflecting the importance attached to
this issue by the Government. The program seeks to establish model
detoxification and rehabilitation centers (these are separate facilities); and
establish guidelines for the management and operation of these centers,
including training, management courses, procedures and methods to identify,
treat and rehabilitate drug users. Annual expenditure in 2002/03 averaged
D135 billion of which around two-thirds was provided by central government
and the remainder by provincial administrations. In 2003, 58,000 persons were
being treated under this program representing just below half those “eligible.”
The 2001–2005 Anti-Prostitution Action Plan, which MOLISA
coordinates with several other ministries and Provincial Peoples’ Committees,
provides for the construction and operation of rehabilitation centers. In the

32

33

There are actually 300 SPCs, but 20% cater exclusively for drug addicts and prostitutes (see
next subsection).
Some deal exclusively with the mentally disabled, while one is for children with HIV/AIDS.
Many of the remainder are mixed and cater to more than one vulnerable group.
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last three years, 12 new centers have been constructed bringing the total in
operation to 70 with a total capacity of 40,000. In Hanoi, the Action Plan is
piloting programs to provide jobs and loans for prostitutes, so that they can be
reintegrated into normal society. Publicity campaigns are also featured,
especially at local level. Total annual expenditure is around D21 billion with
around 12,500 being assisted in the last three years.
Nationally, there are around 600 production and business establishments
that are dedicated to providing employment for the disabled. 34 Total
employment in these establishments would be around 25,000, 78% of whom
are disabled. Disabled employment in other enterprises was around 1%, lower
than the 2–3% stipulated in the Labor Code and under-law documents. The
Vietnam Association for Blind People has also used loans from the National
Fund for Employment Promotion to create jobs for over 40,000 visually impaired
people between 1992 and 2000. The total value of loans received exceeded
D16 billion for 706 projects.
2. Social Welfare Programs (Other Agencies)
Vietnam Red Cross operated the “Assistance Fund for Victims of Agent Orange.”
This fund, established in 1998, provides funding for health care, rehabilitation,
vocational training, educational scholarships, and job creation to this target
group. Around 220,000 people have been assisted in the last three years. Annual
expenditure in 2003 was D34 billion.
Substantial social assistance is provided by the “Day for the Poor Fund,”
which is operated by the Motherland (or Fatherland) Front. The total fund in
2003 was D230 billion, which was raised exclusively from public donations
and has grown ten-fold since its launch in 2000. Funds are targeted at the
poorest households (i.e. those below the food poverty line) based on lists
established through participatory processes at the village level. Funds are used
to improving housing, provide free health care, and assist with education costs,
emergency food and production inputs. The existence of these forms of
irregular relief is corroborated by some recent PPAs. Over 100,000 households
benefited from this program in 2003.
Another “irregular” relief fund is provided by the “New Year Gifts to the
Poor and Agent Orange Victims’ Movement,” operated by Vietnam Red Cross.
This movement launches its activities nationwide once a year, one month
before the New Year Festival (Tet) to raise cash and in-kind donations from
the public to support the poor and Agent Orange victims with new year gifts.
The gifts range from cash to sticky rice, clothes, blankets, mosquito nets,
34

Grossed up from partial data cited in Hong, op. cit.
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cakes etc. Beneficiary households received cash and in-kind donations of
D200,000 and D100,000 respectively. Around 66,000 households benefited in
2003 compared with 41,000 in 2001. Total expenditure in 2003 was D20 billion.
Some villages also established local relief funds. In one village, D5 million
had been collected which was topped by a grant of D2 million from the district.
This was then distributed among the poorest families, based on a locally
executed assessment, often during the Tet holiday. However, the amounts
distributed were small and they were not seen as particularly effective because
they were often unexpected and did not, therefore, provide anything other
than a brief respite from severe poverty. Informal assistance can also be provided
by neighbors and other residents to families who have fallen on particularly
hard times, but there is no way of gauging the extent of this informal assistance
or its prevalence.
3. Assistance with Educational and Health Costs
Educational subsidies and scholarship programs are discussed under child
protection in Section F, while health insurance for the poor has been reviewed
in Section C.
4. Subsidy Programs
The only substantial direct subsidy program currently in operation is that
operated by the Committee for Ethnic Minorities (CEM). Its overall aim is to
support disadvantaged ethnic minority communities through subsidies on key
production (e.g. seeds and fertilizer) and consumption (e.g. kerosene, salt)
items to ensure that they pay the same prices for key production inputs and
consumption items as people who live in mountainous towns. Subsidies cover
transportation cost and some other cost from the town (or from the factory
supplying the inputs) to inter-commune centres. Iodine salt is provided free
of charge to poor households in extremely disadvantaged communes, subject
to budget availability at the local level. Total value of these subsidies in 2003
was around D232.5 billion.35 No information is available on the number of
beneficiaries, although the total population in the Program 135 communes is
around 10 million. Anecdotal evidence has also suggested that the impact of
this program is diminished by the difficulty in ensuring that benefits accrue
to the targeted communes and are not retained by traders and transporters.
The total population theoretically benefiting from this scheme is around 20
million.36
35
36

Excluding D26 billion spent on providing free newspapers to these communities.
From UN/MOLISA, 1999.
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5. House Improvement Loans
Under the HEPR housing loan, poor households living in poor quality housing
or in areas prone to natural disasters can access credit to improve their housing
conditions. Consideration is being given to making all households eligible.
The main targeted areas are the Mekong Delta and the Central highlands. In
the former, applicants can borrow up to D17 million for construction of
foundations, floor slabs, walls, and roofs. In the Central Highlands, up to D7
million is provided in-kind through the provision of materials. Loans are
repayable over 10 years at 3% interest per annum; there is a five-year grace
period.
Between 2001 and 2003, more than 196,000 households have obtained
assistance for housing loan. A total of D850 billion has been disbursed in the
three-year period.
6. Agricultural Tax Exemption
Since 2001, all poor (using the MOLISA definition) rural households are
granted exemption from agricultural tax under HEPR. According to VLSS2002,
7.9% of all households, 11% of rural households (or about 1.4 million households
in all) benefited from this exemption. Using the MOLISA poverty line, about
20% of rural households are classified as poor. While some of these will not
own agricultural land, it appears that a significant number of poor rural
households are not receiving this exemption. There is no estimate of the annual
“value” of this exemption. An estimate can, however, be made by using the
1998 survey that contains a detailed breakdown of expenditures on land tax
by quintile. These ranged from D84,000 in the lowest quintile to D170,000 in
the richest. Applying these to the observed distribution of land tax exemptions
by quintile in 2002 gives rise to an average payment of D98,000 per annum.
Grossing this up using the 2002 estimate of 1.4 million households receiving
this exemption, gives an estimated value of this exemption of around D134
billion.
7. Disaster Relief Assistance
MOLISA’s coordinates the Contingency Relief Fund for Pre-Harvest Starvation
and Disaster Relief with other government ministries and national NGOs,
such as the Mother Front, Red Cross, the Youth Union and the Women’s Union.
The program is targeted at people affected by natural disasters and drought,
such as Typhoon Lynda in 1996, flooding in the Central Region in 1999 and
flooding in the Mekong Delta and land slides in the north in 2000. Assistance
consists of one to three months of food aid; D1–2 million for each household
losing a family member; D0.5–1 million for hospital fees; D1–3 million per
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house damaged/destroyed; and D10–30 million per commune affected by
drought.
The annual cost of this program inevitably fluctuates considerably from
year to year. Annual expenditure in 2003 was around D280 billion (80% from
central government funds, 20% from provinces) to assist around 900,000
people. Also distributed was 13,500 tons of rice; at the current price of D3,500
per kg, this is equivalent to an expenditure of D47 billion. In 1999 with large
scale and severe natural disaster, the fund was mobilized through the Mother
Front up to D128 billion.
In years where the problems are particularly serious, e.g. 2000-2001,
emergency assistance is also received from IFIs and INGOs. Externally funded
emergency relief (including food aid, house reconstruction, and infrastructure
rehabilitation) averaged $8.8 million (c. D140 billion) annually between 1998
and 2001. To put this figure in context, the government spent around D750
billion in 1999. Highest and lowest expenditures were in 2000 and 2001, when
$11.5 million and $3 million (D180 and 50 billion) were spent respectively.
Much of the foreign emergency funds are not spent directly, but are
channeled through organizations such as Red Cross Viet Nam, which has spent
an average of D24 million in each of the last three years; around 70% of which
comes from foreign donors, with the remainder being raised from local
donations. Activities include fund raising, needs assessments, and the planning/
implementation and monitoring of aid distribution. Relief provided to 25–
30,000 households annually consists of emergency food, family tool kits (water
tank, filter and kitchen accessories), reconstruction of houses and schools,
life vests, and engine-operated boats.
8. Overseas Funded Projects
In general, IFIs fund few projects that can be construed as SP, apart from
those that provide emergency relief or are targeted at children.37 These
programs fall into three main categories:38 (i) programs to assist the disabled,
(ii) the treatment and prevention of HIV/AIDS/STIs,39 and (iii) drug abuse.

37
38

39

See following sections for details of these programs.
In this category programs and projects designed to promote human rights in general and to
women in particular were excluded, e.g. more responsible and effective governance, enhanced
local participation in democratic and decision-making process, and reforms to make the legal
system more effective and responsive to the needs of the poor. These programs were seen as
constituting a distinctive group of activities that could be categorized as “governance.”
There are grounds for considering these programs to be part of the health sector rather than
SP, particularly as other disease control programs (e.g. for leprosy, TB, and malaria) are not
considered to be part of SP.
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Table 4.2 lists the largest of these projects, i.e. those with a total commitment
in excess of $500,000 or an annual expenditure in excess of $100,000.
Total annual expenditure on these projects in 2001 was around $3.8
million (D60 billion).
NGOs are also active in the fields of disability and HIV/AIDS prevention.
A recent report on disability identified 19 national and international NGOs
working in this field. Projects are varied and include community-based
rehabilitation, development of employment opportunities, advocacy and rights
awareness, promotion of self-help groups, training for the care of the disabled,
design and provision of prosthetics and hearing devices, and provision of loans
to assist the visually impaired and partially sighted. In many cases, these NGOs
will be the implementers of or the local partners for programs funded by the
IFIs.
Similarly, around 18 INGOs are involved in HIV/AIDS/STI projects. Few
details of these programs are available, although as with the disability programs,
many will be subcomponents of the internationally funded programs contained
in Table 4.5. As an example, Worldvision has:
(i) trained more than 250 community volunteers among the vulnerable
mobile population in Haiphong to publicize and reinforce behaviorchange messages;
(ii) trained volunteers to work with service providers along NH1 to
reduce high-risk behavior;
(iii) established an HIV/STI clinic at Doson, a popular recreation and
resort area, as well as developed a network of peer educators to
raise awareness and provide counseling care and support to people
living with AIDS. Annual expenditure is around $350,000.
Action Aid Viet Nam has developed HIV/AIDS components as part of its
multisectoral programs involving raising awareness, establishing and training
a network of program facilitators and communicators, and the preparation of
training materials. The largest of these interventions was in HCMC, where
3,900 “at risk” people attended a major communication/training meeting and
training to work with people living with HIV/AIDS.

E. Micro-/Area-Based Schemes
1. Microinsurance and Agricultural Insurance
There are currently insignificant agricultural insurance schemes operating in
Viet Nam. The crop insurance scheme previously operated by BAOVIET has
been discontinued. Three small microinsurance schemes do operate; these
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1996-2002

WHO

Sweden, USA, Italy
USA
Australia, Sweden

Institutional strengthening and policymaking
Capacity-building
Promotion of viable alternatives to drug
cultivation
Institutional strengthening at national and
provincial levels
To improve treatment and immunization
against STI
Treatment and prevention of STIs through
training of outreach workers and provision
of equipment

1994-2006
1998-2002

Germany
USA

1998-2002
2001-2007

WHO
Canada

1999-2003

2002-2004

2001-2003

1998-2003

USA

Period

2000-2002
1998-2002

Funding Source

UNV
USA

Training of social workers
Policy-making and improvements to
prosthetic services
To improve quality of rehabilitation services at
provincial level and improve ‘disability’ training
of medical personnel
Improve production of orthopedic aids*
Improvements in care of the disabled

Type/Description

*This is an important issue as a significant number (some estimated 68%) of the disabled have not received any orthopedic aids.
NB1. Table includes only projects with an annual expenditure in excess of $100,000.
NB2. Table excludes programs completed by 2001 and those directed primarily at children; these are described in section F.
Source: UNDP. 2003. Viet Nam Co-operation Report, 2003. Hanoi.

HIV/AIDS Community Clinics Network

National Centre for Orthopedic
Training and Care, Hanoi
Thermoplastic Orthotics
Rehabilitation Program
Development of National Programs
on Mental Health
Drug Abuse and Prevention
Support for the 2001–2010 National
Drug Control
Masterplan Formulation
Song Ma Alternative Development
Project
HIV/AIDS/STIs
HIV/AIDS Capacity Training building
for Policy Formulation, Management
and Coordination of HIV/AIDS
Prevention and Care Programs
STI, including HIV/AIDS

Assistance to the Disabled
Social Work Support Program
Disability Policy and Prosthetic and
Rehabilitation Project
Vietnam Rehabilitation Project

Project

Table 4.5. Internationally Funded Social Assistance Programs

3.1

1.3

0.9

1.5

0.4

0.7

6.4
1.7

2.4

0.3
3.0

0.7

0.3

0.2

0.5

0.13

0.1

0.5
0.4

0.4

0.1
0.6

Funding ($ million)
Total
Annual
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have been described in section C. It is also understood that an ILO project
that has the objective of developing a microinsurance program is currently in
preparation.
2. Microcredit/ Finance (MCF)40
Microcredit, in general, is not part of the ADB’s definition of SP, although it
can be included if MCF projects “include microinsurance, promote community
self-help or other social protection policies.” In Viet Nam, most MCF projects
are directly targeted at the poor, often through NGOs, involve loans for as
little as $100, operate through small household credit groups, with interest
rates (especially of the government schemes) often subsidized and requiring
little or no collateral. MCF schemes form an important component of both
government and foreign-funded integrated poverty-alleviation projects. They
are also seen as being potentially effective in adding to the assets of poor
households. Finally, they are programs directly targeted at poor households,
which we see as being one of the important criteria for SP programs. For these
reasons, we consider that they should be considered to fall within the definition
of SP.41 The following paragraphs provide a brief summary of operating MCF
programs in Viet Nam with emphasis on the quantitative aspects.
The principal provider of credit to rural households is the Viet Nam
Bank for Agriculture and Rural Development (VBARD), which lends at
commercial rates. Although its “social” lending functions were transferred to
the Viet Nam Bank for the Poor (VBP, now Social Policy Bank) in 1996, VBARD
still provides loans to low income households42 (LIHs) due, in part, to it having
the most extensive nationwide network of branches. Much of its funds come
from IFIs and, in particular, WB, ADB, and the German Bank for Reconstruction.
It is estimated that by 2001, VBARD’s customer base was around five million of
which just less than half were LIHs. Much of its lending is channelled through
mass organizations—Viet Nam Women’s Union, Viet Nam Farmers’ Association
and the Viet Nam Youth Union. However, in some ways, VBARD operates as a
commercial provider of rural credit, using commercial rates and insisting on the
provision of collateral. On this basis, it definitely falls outside the ADB criterion
for considering MCF schemes to be part of SP.
The main provider of microcredit to the poor is the Viet Nam Bank for
Social Policy (VBSP formerly Viet Nam Bank for the Poor), which operates
40

41

42

The information in this subsection comes from McCarty, 2001; SCUK, 2003; ADB, 2003;
Save the Children Japan, 2003; Izumida, 2003.
Although Viet Nam is not a prime example, microcredit in some Asian countries (e.g.
Bangladesh) is likely to be the most important means of directly assisting poor households.
Defined as 40% of households with the lowest incomes.
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nationwide providing loans without collateral of up to D7 million ($400–450);
this ceiling may be raised to D10 million in the near future. The objective is
to lend to the poor. In order to obtain a loan, applicants must appear on
schedules of poor households drawn up at the commune-level based on a
combination of the MOLISA poverty line and a community-level identification
of poor households. Households deemed extremely poor (i.e. with negligible
repayment capacity) are excluded. Interest rates are subsidized to the tune of
0.4 to 0.65% per month, giving cause for concern that this scheme is not
sustainable in the long term. In this context, the HEPR budget allocation
includes an annual subsidy of D150 billion for its loan component. In 1998,
VBP, had lent to 2.3 million poor households and it was estimated to have 1.3
million current customers. In 2003, VBSP planned to lend D2.1 trillion; thereby,
increasing the number of households obtaining small loans to 2.7-2.8 million
(16-17% total households) with the loan amount of D9,600 billion.
The third large provider of credit to the poor is the People’s Credit Fund
(PCF), which has branches in just below 900 communes. Local, self-managed
credit and savings funds are established in participating communes. Interest
rates are not subsidized; 66% of capital funds are mobilized from savings;
much of the remainder come from ADB as part of its Rural Credit Project.
There are no maximum loans; average loan size in 2001 was D4.1 million
(although this fluctuates widely from province to province); repayment levels
are reported to exceed 95%. To date, it has lent to 630,000 members (about
5% of all rural households); 2-3% of these were categorized as “very poor.”
Microcredit schemes have also been established by over 50 INGOs, with
the oldest dating back to 1993. The number of exclusively poor households
covered (around 164,000) is, however, relatively insignificant in comparison
with the “formal” schemes—although these schemes are more likely to access
the poorest households, who may not qualify for loans from the “formal” sector.
These schemes operate through local partners, almost always the Women’s
Union, and invariably involve the formation of mutual guarantee household
credit groups following the Grameen Bank model. Interest rates for these
schemes, unlike the VBSP schemes, are generally not subsidized. NGO
involvement includes providing the initial credit fund, training of scheme
personnel and establishing the first credit groups. The longer-term objective
is to hand the schemes over to the local partners and transfer resources to
another area. Several of these schemes are now self-sufficient. Loans tend to
be smaller than those from official sources—around D1.5 million compared to
loans from other sources. Around 90% of loans are used for productive
investment, mainly livestock, agriculture, and to a much lesser extent, small
businesses.
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A detailed evaluation of the long-running SCUK scheme lists a number
of measurable improvements in social and economic conditions in communes
where microcredit has been introduced—reduced child malnutrition and
poverty, improved school attendance, and general health. The majority of
INGO microcredit schemes are operated as part of multisectoral projects (see
below) so benefits directly related to the provision of microcredit cannot easily
be identified. While official microcredit programs are designed to target the
poor and evidence from the VLSS02 indicates that they are being at least
partially successful, NGO-assisted programs are generally considered to be
more effective at reaching the poorest households.
Data on MCF is available from household surveys as well as the cited
reports. The data is not comparable, however, as the report data tends to
refer to all customers, while the survey data provides a snapshot of households
obtaining loans in the previous year. For the purposes of this project, the latter
information is what will be used as the objective is to provide data on all SP
activities in a single year. Table 4.6 summarizes accordingly the VHLSS02
data on loans obtained in the previous year together with the estimated total
value of the loans. In total, 570,000 households took out loans in the previous
year to a total value of just below D2 trillion.
It should be noted that while the figures for average loans look reasonable,
the incidence of loan take-up appears to be on the low side, particularly for
VBARD, which would be expected to be the most important source. As
mentioned previously, there are, however, strong grounds for excluding VBARD
activities as being mainstream rural lending programs rather than targeted
microcredit operations.
3. Area-based Development Schemes/Social Funds
There are no social funds as such, although there is a large number of integrated
rural and community development projects funded by government, IFI loans,
bilateral grants, and NGOs. The great majority of these are multisectoral and
include some or all of the following: irrigation improvement, agricultural
extension services, water supply and sanitation, construction of local health
centers and schools, local capacity-building, microcredit, health education,
and other community services. Most also involve a high degree of community
participation and involvement in their design and implementation. Total annual
funding for all Area Development Programs in 2001 was around $100 million
(UNDP). International NGOs’ expenditure on these types of program was
around $20 million in 2002, although much of this will have come from IFIs
and be included in the UNDP total. Short descriptions of five such programs
follow.
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Table 4.6. Summary Data on Major Rural Finance Providers, 2001/02
Institution

VBARD
VBSP
PCFs
Total

Customers
(000)

178
374
18
570

% Rural
Households

1.0
2.1
0.1
3.2

Average Loan
(D 000)

Total Value
of Loans
(D billion)

4,361
3,089
2,202

776
1,155
40
1,971

Source: Authors’ analysis of VHLSS02.

Program 135. It is a government program that has operated since 1998.
Its full name is “The Programme on Socio-Economic Development of
Communes facing the Greatest Difficulties in Remote and Deep-lying Areas.”43
Originally targeted at around 1,000 communes from an initial list of 1,750
almost all of which were situated in mountainous areas, the program in 2003
then targets 2,362 communes of which all bar 129 were allocated central
government funds. The lead agency for program 135 is CE, which collaborates
with all other relevant central government agencies. Its main components
are:
(i) construction of commune-level infrastructure: roads, health
centers, primary schools, electrification, small-scale irrigation,
improved water supply, markets, and land reclamation;
(ii) construction of inter-commune facilities: roads, polyclinics, post
offices, markets, etc;
(iii) funding for the resettlement and sedentarization of ethnic
minorities;
(iv) improved agricultural extension services in extremely difficult
communes; and
(v) training of commune-level staff.
Program 135 funds are transferred to the provinces. In principle, D500
million (up from D400 million in 2002) is allocated to each targeted commune
for commune-level infrastructure, with the remainder being allocated to other
components. CEM guidelines do not specify whether districts or communes
are to control the disbursement of funds at local level. The UNDP, PPAs, and
VDR 2004 report widely differing practices with some communes exerting
substantial control over the identification and disbursement of funds; whereas

43

The following information comes from UNDP, 2004 and interviews with CEMMA.
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in others, districts retain the majority of control. While the participatory nature
of the program varies considerably across the country, the emphasis on smallscale community infrastructure justifies Program 135’s inclusion under the
ADB definition of social funds.
Achievements between 1999 and 2003 include: 70% of targeted
communes have completed five project components—roads, power, school,
irrigation, and health unit; 84% now have primary and 73% lower secondary
schools; 93% can provide primary health care; 48% have marketplaces; 560 are
linked by road to the commune centre; and 84% have electricity. CEMMA
estimates that just below 10 million people have benefited in some way from
the program.44
Total expenditure in 2003 was around D1,450 billion, over 50% higher
than in 2000. Around 80% of funds are allocated to commune-level projects,
18% to inter-commune infrastructure, and the remainder to training,
agricultural/forestry extension and resettlement.
The other big government-targeted poverty-reduction program is the
Hunger Eradication and Poverty Reduction and Employment Creation
Program (HEPREC),45 which was established in 2001 and combines the preexisting National Target HEPR and Employment Creation programs. Overall
responsibility lies with a steering committee chaired by the Deputy Prime
Minister with the minister of MOLISA as the standing vice chairperson and
the vice ministers of all other relevant ministries as members. HEPR objectives
are to reduce the number of poor households, provide basic infrastructure to
all poor communes, provide jobs at the rate of 1.4 to 1.5 million annually
until 2005, and reduce unemployment (urban areas) and underemployment
(rural areas).
HEPR project components fall into four basic categories:
(i) Direct support to the poor:46 in terms of subsidies for education
and health, and land tax exemptions. These are described in this
chapter;
(ii) General projects: State Bank of Vietnam subsidy to existing VBSP
credit programs targeted at the poor—D150 billion annually (see
preceding subsection on microcredit). The other two general
44

45
46

In 2002, according to the VHLSS, around 15% of households (about 12 million people) resided
in program 135 communes, of whom more than 55% were classed as poor using the GSO
classification and 30% using the MOLISA definition. The discrepancy could result from the
fact that some communes included in the program may not yet have received any direct
benefits and/or conflation with similar components of HEPR.
The majority of this information comes from UNDP, 2004 (op. cit.).
Using the MOLISA definition, which is broadly equivalent to GSO’s food poverty category.
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projects are increased agricultural extension services and the
replication of HEPR development models in other areas (about
D20 billion per annum each);
(iii) Commune-targeted components: improvements to basic
infrastructure; resettlement and sedentarization; training and
development of non-agricultural enterprises. These are, to all
intents and purposes, similar to the components of Program 135,
but targeted at 700 poor communes not covered by Program 135.
The average annual projected cost of these programs is around
D740 billion in three year 2001-2003 from local budget. The
sedentarization and resettlement are expected to result in the
relocation/settlement of around 350,000 households; and
(iv) Job creation: this component and its constituent elements have
been described in Section B above.
HEPR-EC essentially consists of a number of subprograms operated by
different line ministries. Several of these are described in this chapter with
only those directly targeted at communes falling within the definition of a
social fund. The number of beneficiaries under this component are estimated
over 20 million. Total annual expenditure was around D878 billion in 2003.
This figure excludes agricultural tax exemptions, 500 billion as medical
expenses free for the poor and 216 billion as free tuition for poor households
children. In overall, it amounts to just below D1,600 billion. Contributions
from the communities themselves were also significant, but cannot be
estimated.
Community-Based R
ural Infrastructure P
roject.47 With $103 million WB
Rural
Project.
loan over six years, this will provide essential infrastructure to the 2.4 million
people living in 540 poor communes in Viet Nam’s north, central and southern
coastal regions. This project directly compliments the Government’s own
program to assist poor remote and mountainous communes (Program 135).
CBRIP is a community-driven participatory project that will provide small
grants to poor communes to build, rehabilitate or replace degraded public
infrastructure as identified through a consultative decision-making process
by local communities. Eligible infrastructure includes transport infrastructure
(such as improved road access, tracks, trails, bridges, and ferry crossings),
schools and health centers, irrigation and flood protection works, drinking
47

Almost certainly some communes targeted under this and other major overseas-funded
integrated development projects and Program 135/ HEPR communes.
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water systems and sanitation, markets, and sources of electricity. Sixty
communes will be targeted in the first year.
Northern Mountains P
overty R
eduction P
roject. With $32.5 million over
Poverty
Reduction
Project.
six years financed by WB/IDA loan (80%), by communes (15%), and by other
donors (including DFID), it is a multisectoral, decentralized project that will
help about one million rural poor (85% of whom are ethnic minorities) in over
1,700 communes through investments in rural roads and markets, irrigation
and water supply, basic education and health, and community development.
The main responsibility for planning and prioritization of specific project
activities and works will rest with the Commune People’s Committee, working
with the Commune People’s Council, the Fatherland Front and other mass
organizations, including the Women’s Union, Farmers’ Association, Youth
Union, and Veterans’ Association. In preparing proposals for project support,
the communes will solicit and screen proposals from village leaders as well as
other officials and groups. Designs for projects “approved” by the commune
would be reviewed and validated by technical staff of the District People’s
Committee (District governments typically include staff with sufficient
technical training to capably review most of the small-scale activities and works
of the project).
Improved Livelihoods for Mountainous Communities (ILMC) P
roject.
Project.
It is funded by CIDA and implemented by CECI. The project seeks, over a
five-year period and with around $6 million funding, to improve the livelihoods
of over 100,000 people in 276 communes in two districts in Thanh Hoa
province. There are three main components: (i) income-generation (through
improved agriculture and promotion of nonagricultural employment
opportunities); (ii) social services development (through health education,
investment in district and commune health centers and schools, and training);
and (iii) institutional strengthening and capacity-building at district, commune,
and hamlet levels to promote participation in poverty reduction activities.
Area Development P
rograms. Worldvision operates 18 of these programs
Programs.
in communities throughout Viet Nam. These are integrated programs designed
to improve livelihoods (construction of tanks, dams, and canals), for social
development (construction and equipping of classrooms and clinics, training
of pre-school teachers and volunteers, health education, health checks on
children, and surgical operations); and for community involvement (capacitybuilding of local partners and community participation). Worldvision’s total
annual funding is around $7 million and an estimated 800,000 people have
benefited from these and other Worldvision programs.
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While these and many other programs are considered to fall into the
definition of social funds, there are difficulties in including them within this
study because:
(i) They are multisectoral and frequently include components that
fall outside the definition of SP: rural development, infrastructure
construction, microcredit, basic health, and education services.
They would, thus, appear to fall more logically into the definitions
of overall poverty alleviation and social development than SP;
(ii) A clearer definition is required as to the criteria for inclusion of
area development programs that involve different levels of
community impacts and involvement in decision-making;
(iii) Costs are incurred over a number of years and the number of
beneficiaries increases similarly. Yet, it is not realistic to limit the
number of beneficiaries to those gaining in any one year. Benefits
will persist throughout the economic life of buildings and physical
infrastructure and as long as support in terms of teaching, health,
and agricultural extension staff are provided (though this can be
captured through depreciation);
(iv) They rarely involve direct transfers of resources to individual
households or significant social assistance or social insurance
components;
(v) The multiplicity of the programs makes the compilation of relevant
information a daunting task, especially when it becomes necessary
to estimate counterpart funding and to allow for communes
benefiting from more than one project—there are almost certainly
overlaps between 135 communes and IFI-funded programs;
(vi) This review of Area-Development excludes forestry, fishery, and
slum upgrading/relocation projects, which are all mentioned as
SP projects by ADB in their progress report on the Social Protection
Strategy.48 Inclusion of these types of project would further widen
the scope of this category of activity.
4. Disaster Preparedness and Management
Direct support to disaster victims has been described in Section D above.
This section reviews programs that relate to the mitigation of natural disasters.
Based on UNDP statistics for 2001, just over $2 million was disbursed
by IFIs on disaster preparedness activities covering early warning and food
information systems, relief planning, and institutional preparedness. Specific
48

ADB, 2002, Appendix 3.

060150 SPI Pub-1 Vietnam 7.pmd

410

30/06/2006, 3:23 PM

VIET NAM

411

projects included establishing typhoon and flood warning systems and
establishing a Disaster Management Unit and a Disaster Management Training
Team—to provide training in disaster preparedness at all government levels,
teaching children how to look after themselves and their families during floods
or storms, developing longer-term measures to reduce the impact of flooding
(especially in the Mekong delta), area-based physical (e.g. flood control) and
institutional projects to reduce vulnerability to flooding in coastal areas. Some
of these programs (e.g. AUSAID’s North Dam Flood Control Project and CIDA/
CECI’s Capacity-building for Adaptation to Climate Change Project) are
arguably more akin to Area Development Programs in that they include local
participation, farm production, nutrition/health, and the design of local
infrastructure and houses to be more resistant to flooding. Worldvision includes
a disaster preparedness component in all its ADPs (see above) and its work on
the Quang Tri Disaster Mitigation Project included construction/reinforcement
of water courses, equipping rescue teams, and community-level awareness
raising.
An important issue related to this item is whether expenditure on major
flood control projects, e.g. the construction of flood protection barriers and
dykes, should be included.
War L
egacies. Based on NGO Resource Centre information, seven
Legacies.
international NGOs are involved in de-mining and unexploded ordnance
mapping and clearing. Total annual expenditure of those dealing exclusively
with de-mining and providing assistance to persons handicapped by
encounters with unexploded ordnance (e.g. Peace Trees, Clear Path
International, Viet Nam Veterans Memorial Fund, and Viet Nam Veterans of
America Foundation) is around $3 million.49 Total expenditure will be higher,
but it is not possible to disaggregate war legacy expenditure from total
expenditure of Oxfam Hong Kong and Australian Volunteers International.

F. Child Protection
1. Child Rights and Advocacy/Awareness Programs
Viet Nam ratified the Convention for the Rights of the Child (CRC) in 1990
and established the Committee for the Protection and Care of Children
(CPCC) in 1991 with branches extending to district levels. At the same time,
the Law on the Protection and Care and Education of Children was enacted
and National Programme of Action (NPA) for Children was adopted.
49

This total includes some expenditure on assistance to the disabled.
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Achievements since then include:
(i)
(ii)

development of local NPAs at district and commune level;
strengthening the capacity of the CPCC to carry out its mandated
advocacy, coordinating, monitoring, and reporting functions;
(iii) holding of national seminars on child rights and many training
courses and workshops;
(iv) the Young Pioneers Organization has established child rights clubs
in selected cities and provinces;
(v) promulgation of around 100 legal instruments relating to children
and moves towards the harmonizing of Viet Nam legislation with
CRC requirements; and
(vi) improvements to the statistical database relating to children.
Government efforts have been heavily supported by UNICEF. At
present, the major ongoing project (Rights Promotion), with a fiveyear budget of $4 million is designed to achieve further progress
on the above-mentioned issues by creating the enabling process
and environment needed to enhance human rights for children
and women.
Although details are not available, most NGOs working with children
will include advocacy and child rights components as part of their integrated
projects, especially at district and commune level.
2. Early Childhood Development (ECD)
This subcomponent of SP is defined as including programs that “ensure the
balanced psychomotive development of the child through basic nutrition,
preventive health and educational programs.” The most important government
programs that fall into this category are:50
(i)

50

Child Immunization. There are national programs to provide
immunization for all children against tuberculosis (BCG), measles,
polio, and diphtheria, with the latter requiring three vaccinations
each. Whereas immunization coverage is almost complete in urban
areas, coverage rates in rural areas drops off significantly, especially
for the second and third doses of the polio and diphtheria vaccines.
Nevertheless, virtually all children have at least one of the

The following information mostly comes from the report on the Demographic and Health
Survey (DHS) 2002 published by GSO in 2003.
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vaccinations and around two-thirds (over 90% in urban areas) have
had all of them;
(ii)

Nutritional Supplements. Iodized salt is subsidized under the
previously described CE program in poor and mountainous
communes; although the DHS also found that it was available in
under 15% of rural communes compared with 30% of urban
communes. ORS packets, iron tablets, and vitamin A are much
more widely available; and

rograms. Clinics throughout the country
(iii) Health Education P
Programs.
operate preventive health campaigns covering the following topics:
nutrition, breast-feeding, diarrhea control, immunization, vitamin
A use, iodine deficiency, and sanitation. Coverage of these programs
is widespread, but by no means universal. With the exception of
immunization campaigns, which operated in over 80% of clinics,
the coverage rate varied between 40% and 55% of communities.
There is a number of ECD programs operated by IFIs and NGOs. These
include:
(i) Save the Children UK (but often in collaboration with other SCFs
and agencies) has been promoting ECD in minority areas for several
years. By 2002, 47 classes for five year olds have been established
in minority areas; support has mainly been in the form of teachers’
salaries. SCUK has also worked with MoET in three districts in
Quang Ninh to establish a nine-month pre-school program for five
year olds with a view to its wider adoption in the future. SCUK is
about to start a project to assist communities in establishing
kindergartens, train teachers, and generally assist the development
of preschool children. A new project to establish kindergartens,
train teachers and provide community education on child
development in 150 communes in three provinces has just been
approved. Annual expenditure of about $600, 000 is projected;
(ii) Plan International operates two ECD programs. The first, the
Poverty Alleviation and Nutrition Programme has two components:
(i) bi-monthly weighing of all under five years old; and (ii) the
Nutrition Education and Rehabilitation Program for underweight
children, which provides advice and education on nutrition to their
mothers, and provides money to purchase basic lunches for
malnourished children for two weeks every month (D2,500 per
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lunch per child). Around 22,000 children have participated in this
program in the last three years. The second relevant program is
the Pre-School Education Program, which has built and equipped
127 preschool classrooms in the last three years;51
(iii) UNICEF’s Early Childhood Care for Development Project is a
five-year project with a total budget of around $5 million. Operated
through MOET, the project is targeted at 80% of preschool children
in 35 poor districts. Its primary aim is to promote preschool
education and stimulation through emphasis on family and
community action;
(iv) UNICEF also has a five-year Health and Nutrition Promotion
project with an aim of consolidating the national goals on the
reduction of child malnutrition, child mortality, and maternal
malnutrition mortality and morbidity targeted at 66 districts. The
program has an annual expenditure of around $1.3 million and is
operated through MoH; and
(v) Worldvision placed a strong emphasis on ECCD in their 18 Area
Development Programs (see above) through intensive training
programs for teachers and volunteers. Children aged three to five
years are targeted.
The above are examples of programs related to ECD operated by
government and nongovernment agencies. Many other international NGOs
operate in this field as part of holistic and integrated projects. It is not practical
to identify and describe them all.
3. Assistance with Basic Education
The most important program falling into this category is the HEPR educational
component, which provides exemption from lower secondary school fees for
children in designated communes. Education costs are reduced for children
in poor families (using the more restrictive MOLISA definition), orphans,
children with over 20% assessed disability, and students of vocational schools
for the disabled or catering for ethnic minority children. The following benefits
are provided:
(i) Exemption from lower secondary school fees (there are no fees for
primary schools): 50% exemption for children of poor households
except in communes in poor mountainous areas targeted by
51

Plan International is also heavily involved in constructing, equipping, and training personnel
for community schools and health centres.
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Program 135 (see next section);
Exemption of eligible primary school children from ancillary costs,
e.g. school improvement, and parent association fees, and insurance
costs. In some cases, free textbooks are provided;
(iii) Scholarships worth up to D120,000 per month to attend higher
secondary school;
(iv) Additional financial monthly support of D60,000, D90,000 and
D120,000 for preschool, primary, and secondary school pupils,
respectively; and
(v) Support to 10 boarding schools for ethnic minority children in the
10 most difficult provinces.
(ii)

It should be noted that application of these benefits varies considerably
across the country and that by no means all children receive all these benefits.
The nonfee costs of education can be substantial and among the poorest
families, can act as a deterrent to poor families to keeping their children in
school.52 Assistance is also greater for orphans and children with disabilities.
Total annual expenditure is in the order of D216 billion53 with about 2.5
million children currently benefiting from the program out of an estimated
3.4 to 3.6 million who are theoretically eligible.
VBSP has now taken over the Education Fund previously operated by
the Industrial and Commercial Bank of Viet Nam. This fund provides loans of
up to D200,000 per month to students from poor and war invalid households.
Guarantors are required for the loans, which are repayable in three to four
years after completion of studies. However, repayment rates are poor. VBSP
budgeted D38 billion to this fund in 2003, which would provide for around
20,000 students.
A large number of NGOs have education programs. These primarily
involve the construction, rehabilitation and equipping of school facilities in
poor areas, and teacher training. They rarely involve significant subsidies to
poor/vulnerable households to increase school attendance, although some offer
scholarships (Worldvision provided about 3,000 scholarships in 2003). Total
NGO expenditure on education in 2002 was around $15 million.

52
53

See for instance, IOS/JICA (2003), pp. 47-51.
This figure almost certainly excludes school fee exemptions, which would not be “made up”
by additional school revenues.
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4. Assistance with Health Costs
Direct subsidies to allay the health costs of the poor and the vulnerable have
been discussed in Section D above, while health insurance schemes were
described in Section C.
As with education, there is considerable IFI and NGO involvement with
the health sector and again, this involvement is primarily related to improving
physical facilities, training, local capacity building, health education, and
national health administration and budgeting rather than direct assistance to
individual households. From discussions, the current trend is to improve access
to facilities through the expansion of mobile services and publicity. Total
grant expenditure on this sector amounted to around $75 million in 2001.
Total NGO expenditure in 2002 was around $25 million; this figure also
includes expenditure on preventing HIV/AIDS and caring for those affected
by the disease.
5. Children with Special Needs (CWSN)
a. Orphans/Street Children
MOLISA’s has a long-standing program of providing assistance to orphans,
street children, and children with special needs (CWSN), such as the disabled
and the mentally ill. Most of those assisted live in the community and are
provided with allowances of D45–60,000 per month as well as free health care
and school fee exemptions (see above). Total annual expenditure on orphans
is about D30 billion and these programs cover approximately 43,500 orphans
out of an estimated 128,000.
MOLISA estimated that there are around 200 residential centres being
ran by other agencies, including the Red Cross, the Association of War Veterans,
SOS village, Buddhist and Christian churches, and other INGOs in addition
to the SPCs described previously. MOLISA staff considered that these homes
would be smaller, in general, than the government SPCs with an average of
around 100 children per home. On this basis, the number of children cared for
in NGO run homes could be in the region of 20,000 (although some may cater
for adults). An indicative estimate of annual expenditure is around D40 billion
(assuming D200,000 per child per month).
MOLISA estimates that there are 20,000 street children in Viet Nam,
mostly concentrated in Hanoi and HCMC. Initiatives to assist these children
include:
(i) MOLISA assists 2,000–3,000 street-children annually at a cost of
around D3 billion. Assistance comes in the form of food and shelter
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for up to two weeks before they are returned to their homes or put
into care;54
(ii) Plan International provides basic and vocational education to street
children (around 1,100 children) and has established counseling
centers that have received visits by 7,000 children since their
inception;
(iii) Catholic Relief Services (CRS) has constructed a vocational center
for street children in Danang at a cost of $67,000, excluding
counterpart funding;
(iv) The European Union’s (EU’s) Disadvantaged Youth and Street
Children in Hanoi and Hue projects work with local People’s
Committee to improve conditions of street children. Total
expenditure in 2001 amounted to $290,000; and
(v) ActionAid is working with street children in HCMC and local
residents and employers to provide more secure employment.
Approximately 3,600 children are involved although not all will be
street children.
b. Children with Disabilities (CWD)
“Programmes [sic] designed specifically for disabled children are limited but
growing. The community-based rehabilitation program now operates in 30
out of 64 provinces.”55 In addition, pilot programs are being developed to enable
42,000 disabled children to attend regular school.
There are also less than 100 training centers that cater exclusively for
the disabled. Total annual out-turn is 5,000–6,000 trained workers with
disabilities. Two of the largest of these are vocational centers for young people
with disabilities in Ha Tay and Thu Duc. Together, these two schools cater to
1,200 students every year. Courses are provided in tailoring, electronics,
electrical work, carpentry, mechanics, and information technology. Subventions
of D5.4 million per student are provided, implying an annual expenditure of
an amount of about D6.5 billion. Extrapolating from this data, total annual
expenditure on training for the disabled would, therefore, be about D25 billion.
Important internationally funded projects targeted at children with
disabilities are:
(i) UNICEF’s Child Protection project, with annual funding of around
$1.2 million, is designed to assist the Government to reduce the
54

55

Estimated from 1996-1999 data as current information is not available due to local
administration of the program and imperfect report. The data comes from MOLISA, Statistics
on Social Safety Nets in Vietnam, p. 171-2, Hanoi, 1999.
UNICEF, 2000.
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prevalence of children in need of special protection both through
pilot projects (see above) and at national level, to further increase
awareness and continue implementing policy and legislative
reforms;
(ii) USAID has four major programs: (i) HCMC Assistance to Children
with Disability, (ii) Expansion of Community Support for Children
with Disabilities (CWD), (iii) Inclusive Education for Hearing
Impaired and Deaf Children in Viet Nam, and (iv) The Adaptive
Vocational Training Programme for Adolescents with Disabilities.
Objectives of these programs (which had a combined expenditure
in 2001 of around $1.3 million) are to improve educational
opportunities for CWD, improve the ability of teachers to address
the needs of CWD, raise community awareness of CWD, develop
models for the community-based rehabilitation and acceptance of
CWD, and provide adaptive training programs. A fifth, much
smaller program is designed to reduce accidents that result in the
death or injury of adolescents;
(iii) The Czech Government is financing the construction of a
specialized rehabilitation and orthopedic center for disabled youth
at Thai Nguyen. The project includes training and operation for
10 years at a total investment of $1.5 million; and
(iv) World Concern runs a program for disabled adolescents in several
provinces in the country teaching similar courses to those provided
at the government-run training schools. Annual expenditure is
around $450,000.
A number of other local and international NGOs work with children with
disabilities, both through direct involvement and capacity building and policymaking. These programs/organizations are either much smaller or have been
mentioned previously under the Social Assistance Programs.
c. Youth P
rograms
Programs
MOLISA has no targeted youth programs, although programs described
previously relating to disability, orphans, street children, vocational training,
drug abuse, and prostitution will all involve a significant number of teenagers
and young adults.
There is also heavy involvement of aid agencies in programs to combat
drug abuse, especially, and prostitution/child trafficking. Those programs not
specifically targeted at children are summarized in Table 4.3 above. The US
government, working with MOET, has a project to develop and pilot drug-
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prevention education modules for schools with associated teacher training
(annual expenditure in 2001 is $42,000).
The ILO with DFID finance has initiated the Viet Nam Project to
Combat Trafficking in Children and Women with interventions consisting of
awareness raising, advocacy, capacity-building, and direct assistance at
community level involving pilot projects that increase employment and incomegenerating opportunities in vulnerable communities. As with many other
projects, other issues such as HIV/AIDS, literacy, family planning, and gender
equality are included. Local partners include MOLISA, the Border Guard
Command, VWU, and the CPFC. The project is targeted at the border regions
along the Mekong and is part of similar projects in southern China, Laos,
Cambodia, and Thailand. ActionAid Vietnam and SCUK are also involved in
this project (expenditure not known).
SCUK (with EU funding) is carrying out the Child Focused HIV/AIDS
Intervention and Management Project to increase awareness among children
in Haiphong and HCMC in order to reduce their vulnerability to HIV infection
and reduce the impact of the AIDS epidemic on children in Viet Nam. This
program, which has a four-year funding of $640,000, is notable for the high
degree of children participating in the project. To date, around 28,000 school
children and 11,000 out-of-school young persons have benefited. A similar
but larger project, Healthy Living and Life Skills for Young Children and
Adolescents, is being ran by MOET in selected communes with funding of
about $450,000 per annum. This project is taking place in several communes
and covers life skills and training in healthy living as well as HIV/AIDS. Both
these projects essentially involve health education. USAID is running the
community-based Awareness-raising and Behavioral Change for Viet Nam
Youth Project to improve the ability of the Viet Nam Youth Union to deliver
community-based HIV/AIDS activities through publicity campaigns, education
courses and training. Total expenditure is about $0.9 million over a five-year period.
The EU is funding projects at a national level and in Hanoi and Hue
designed to improve adolescent reproductive and sexual health. Annual
expenditure for all three programs is around $850,000. CARE international is
involved in the capacity-building of local institutions to deal with similar issues;
funding in 2001 was $164,000.
There are some programs to improve employment opportunities for
adolescents (over and above those targeted at children with special needs).
The ILO and the Dutch Government are collaborating in a project (Promoting
More and Better Jobs for Young Women: the Transition from School to Work)
to strengthen the capacity of employment service centers to cater to this group
and to run courses in basic and life skills. The total budget is $215,000 over
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three years. A similar project—Strengthening the Capacity of the Hoa Sua
Vocational Training School for Disadvantaged Girls (funded by UN
Volunteers)—is designed to increase opportunities for girls from orphanages
and poor families; funding in 2001 was $128,000.
Although bonded child labor is largely absent in Viet Nam, a significant
proportion of children work, particularly in rural areas. Child employment
also appears to be on the increase in urban areas despite the fact that it is
illegal to employ children under the age of 15 years. The ILO (with Dutch
Government funding) is developing a national strategy for the prevention
and reduction of child labor in the country. The program involves a combination
of institutional development and direct action, including research, advocacy,
and awareness-raising, capacity-building and training, and pilot projects to
improve conditions of or withdraw children working in nonagricultural sectors.
The program is expected to address directly the needs of 1,500 child workers.
Total expenditure is around $550,000 over three years.
d. Children with Special Needs—Summary Information
Data on the number of CWSN in Viet Nam is incomplete and open to debate.
What exists is summarized in Table 4.7.Child Protection—Methodological
Issues.
This review of programs and activities related to Child Protection has
revealed that there are a large number of programs operated/funded by the
Government, IFIs, and NGOs relating to Child Protection. A number of issues
theoretical and practical issues emerge.
The key theoretical questions are:
(i) Whether health programs targeted at young children (e.g.
immunization, child and mother nutrition, heath education)
should be considered to fall under the SP umbrella. These
traditionally are seen as part of the heath sector. Is it logical to
include programs targeted to mothers and children and exclude
ante-natal care and family planning? Why should immunization
programs be included but not programs to control other diseases?
These other diseases include TB and malaria, for which there is
considerable WHO funding;
(ii) On preschool education, this is a nascent concern in rural Viet
Nam. In urban areas, most women work and child care is provided
by a combination of family members, and kindergartens/crèches
provided by private operators or work units. Is it logical to consider
pre-school education as part of SP when primary education is
specifically excluded? Arguably, SP should only embrace
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educational issues where they involve the types of targeted
subsidies or school-cost exemptions such as those described above;
and
(iii) On youth programs, should reproductive and sexual health
programs be considered as part of SP or part of the health sector?
The practical issues, several of which have already been raised in
connection with other SP components, are:
(i) The multiplicity of NGO programs that are wholly or partly
directed at assistance to children in general, or those with special
needs in particular. PACCOM information identifies more than
250 programs related to education and over 480 related to heath,
with a combined annual expenditure of $40 million (in 2002);
(ii) The general absence of program-by-program information on
expenditures and beneficiaries, and the multisectoral nature of
many of the programs that, as with Area Development Schemes,
makes it virtually impossible to disentangle Child Protection
expenditure (and beneficiaries) from total program expenditure,
even where this is available;
(iii) How to assess beneficiary numbers when the major components
of projects are advocacy, promotion of child rights, legislative
reforms, training, capacity-building, physical construction and
equipment? All of these will lead to benefits long after the formal
completion of the project; and
(iv) On the inter-relationship between the Government, IFI, and NGO
expenditures, most IFI expenditure is channeled through
government agencies; but it is also channeled through NGOs
(especially international ones), leading to substantial potential for
double counting.

V. Synthesis of Results
In this chapter the information obtained from the review of current SP activities
in Viet Nam is synthesized in order to derive indicators that can be used in
the formulation of an SPI. In accordance with the methodology proposed,
this information concentrates on the following items:
(i) annual expenditure on SP;
(ii) the coverage of SP programs and activities, i.e. the number of
beneficiaries; and
(iii) the distributional impact of SP activities.
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MOLISA/ UNICEF

Estimated 30%
345,000

Many hearing and visually
impaired children have
received assistance
Many amputees have been
fitted with prosthetics

By subtraction

MOLISA/ UNICEF

42,000 CWD attend regular
school5,000-6,000 CWD
trained every year

30/06/2006, 3:23 PM

56

Very few

Estimated 90%

63,500*
10,000

No. Assisted

Classified as invalids in
the 1999 Census.

Incl. Kids living with
adults with IV/AIDS
1999 Census— working
13/14 year olds

MOLISA
MOLISA

Source

Several NGOs run projects for CWD. There are
also some major IFI-funded projects. But data
on the number of beneficiaries are almost
completely lacking.
A number of CWD will be provided with
residential care in children’s homes (see
above under orphans).
Many CWD will be assisted as part of
programs targeted at the disabled in general.

ILO project has just started

MOLISA
Indicative based on MOLISA, NGOs, and
consultants
A number of NGOs work in this field

Source/Comments

There is considerable uncertainty about the number of disabled children. MOLISA also gives an estimate of 1–1.2 million (including up to 200,000
affected by Agent Orange (The Viet Nam Economic Outlook [March 2004 edition] also gave an estimate of 74,000 persons affected by this abdomination).

*Including an unknown number with disabilities who are not orphans.
NB. There are unavoidably overlaps between the categories in both totals and those assisted.
Source: See table.

800,00056
1,566,500

400,000

Partially disabled

Sub-total
All CWSN

275,000

125,000

Children with Disabilities
Very severely disabled

Severely disabled

584,000

Child Workers

34,500

128,000
20,000

Orphans
Street Children

Children with HIV/AIDS

Number

Category

Table 4.7. Children with Special Needs
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For details concerning the methodology, see the section Social Protection
Index and Multicountry Analysis of this book.

A. Social Protection Expenditure
There are two potential approaches to deriving information on SP expenditure:
the “top-down” and the “bottom-up” approach.
Ideally, total expenditure on SP should be capable of derivation from
the Government budget and other “top level” information. In 2001 and 2002,
expenditure on social subsidies averaged D13 trillion ($840 million), but was
projected to increase to D17 trillion (c. $1.1 billion) in 2003. Further
investigation revealed that this budget includes the following items: (i)
financial support to social assistance centers; (ii) financial support to social
assistance outside these centers (i.e. in communities); (iii) other social
programs such as anti-drug and anti-prostitution; and (iv) poverty-targeting
programs—HEPR, program 135.57 It proved impossible to obtain further
disaggregation of the overall social subsidies’ budget into these more detailed
categories. By the same token, no breakdown of the budgets for other line
items was available that enabled the identification of SP components of these
budgets, e.g. education/training or health. Total projected spending in 2003
on these sectors was D29 trillion.
Aggregate information on IFI-funded projects is provided in the annual
Vietnam Cooperation Report.58 However, it is not possible to identify SP
expenditure directly as the sectoral breakdown used results in SP programs
occurring in several different categories. In any case: (i) the great majority
of this funding is channeled through government organizations and would
thus be included in the budget estimate for social subsidies; and (ii) IFI
funding of SP programs is relatively modest compared with the funds devoted
to other sectors.
Total annual INGO expenditure was just below $100 million (around
D1.6 trillion) in 2002. Of this $21 million (around D300 billion) was devoted
to almost 500 projects targeted at the disabled, vulnerable children, and people
trafficking, all of which fall within the definition of SP. There are also other
SP projects classified under education (e.g. scholarships), economic
development (microfinance) or health (HIV/AIDS prevention) that cannot
be identified separately. In any case, INGO expenditure is insignificant in
terms of total government expenditure on SP— about 2%, if INGO “social”
sector projects only are included. It should also be pointed out that a substantial
57
58

Ministry of Finance and World Bank.
UNDP, 2003.

060150 SPI Pub-1 Vietnam 7.pmd

423

30/06/2006, 3:23 PM

424

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

proportion of INGO funding comes from IFIs and therefore, care must be
taken to avoid double counting.
Given these shortcomings in the aggregate data on SP, reliance had to be
placed on the “bottom-up” approach, whereby expenditures on SP were
identified from data on individual SP activities and were then aggregated.
This information is presented in Table 5.1 by SP subcomponent, while Table
5.2 contains a summary of this information by SP subcomponent. The majority
of the information presented is based on information obtained directly from
discussions with agency representatives and data gleaned from a multiplicity
of reports, published and unpublished; in some cases, it has been necessary to
derive estimates that can only be considered as indicative. The fact that so
little of this information was available in easily accessible published reports
made the compilation of Tables 5.1 a painstaking task.
We do not, however, consider that there are any major omissions. We
also have no reason to believe that the cited expenditure on the largest programs
is incorrect and we are consequently confident that the overall magnitude of
SP expenditure, which is broadly comparable to that derived directly from the
national budget, is also correct. Omissions mainly concern the institutional/
advocacy aspects related to the application of the labor code, and NGO projects
dealing with the disabled and vulnerable children, which only make up a small
proportion of total SP expenditure.
Table 5.2 shows that expenditure on SP in Viet Nam is dominated by
the expenditure on social/health insurance and social assistance; together, these
two components accounted for over 70% of Viet Nam’s total SP expenditure
of just under D19 trillion. Within these categories, VSIF and assistance to war
invalids and heroes accounted for over 60% of total expenditure. In terms of
individual programs, the largest single program in terms of expenditure;
expenditure on health insurance accounted for another 9%.
Indicators that could be used as a component of SPI are:
(i) total SP expenditure as a percentage of GDP: 3.5%; and
(ii) total SP expenditure as a percentage of government expenditure: 11.7%.
Only the first of these should be retained. GDP already includes
government expenditure. Using government expenditure as the denominator
would reduce comparability as different countries would have different levels
of government participation in the overall economy. Furthermore, when a
combination of the two indicators was suggested, the weight assigned to SP
expenditure as percentage of government expenditure was only 20%, which is
considered too low to significantly affect the overall indicator. Finally, using
one indicator reduces the complexity of the overall SPI.
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Labor Market Programs
Employment Service Centers
HEPR-EC—Job-creation program (loans to businesses)
SOE Equitization Program
Vocational and Technical Training
Subtotal
Social Insurance
VSIF
Contributory Health Insurance (VHI)
Voluntary Health Insurance
Health Insurance for the Poor
Subtotal
Social Assistance
War Invalids and Contributors
Disabled
Elderly on Their Own
Social Protection Centers
Drug Addiction
Prostitution
Land Tax Exemptions (HEPR)
House Improvement Loans (HEPR)
Day of the Poor Fund (Motherland Front) Orange
New Year Gifts to the Poor and Agent
Victims Movement (VRC)
Assistance Fund for Agent Orange Victims

SP Component/Program
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Public/ NGOs

2003

2003
2003
2003
2003
2003
2003
2002
2001/03
2003
2003

MOLISA
MOLISA
MOLISA
MOLISA
MOLISA
MOLISA

Govt./
Govt./
Govt./
Govt./
Govt./
Govt./
Govt.
Govt.
Public
Public

2003
2003
2003
2003

2002
2003
2003
2002

MOLISA
MOLISA
WB
MOLISA

Govt. VSIF
Govt. VHI
Govt. VHI
Govt./ MOH

Govt./
Govt./
Govt./
Govt./

Funding/ Year

Table 5.1. Annual Expenditure on Social Protection Programs by Subcomponent
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3,724
83
47
24
135
21
191*
200
230
20

8,552
1,440
117
69
10,178

28
972
418
42
1,461

Annual Cost
(D billion)

continued next page

Extrapolated from survey data

Social assistance only

Essentially self-financing
2003 disbursements
VDR 2004
Targeted training only

Comments

VIET NAM
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2003
2003
2003
2001/03
2001
2001

2003
2001
2002

2003
2003
2003
2002
2003
2003
2001
2001
2001

Govt. CEMMA
MOLISA
CEMMA
Public/ Foreign
Foreign
Foreign

All
IFIs/ INGOs
INGOs

Foreign
Govt. MOET
Govt. MOLISA
Govt./ Foreign
All NGOs
Govt. MOLISA
Foreign
Foreign
Foreign

Funding/ Year

20*
216
30
15*
60*
25*
55*
26
3*
450
18,680

1,195
32
50*
1,277

230
327
71
24
26
61
5,314

Annual Cost
(D billion)

Indicative estimate only

Indicative estimate only
Indicative estimate only
Indicative estimate only
Indicative estimate only

Indicative estimate only

Indicative estimate only

VHLSSS02; excl. VBARD

E.g. disability, HIV/AIDS

Comments

NB. IFI- and INGO-funded projects have only been included where we are confident that they are not already included in government-funded programs.
Source: Chapter 4 and authors’ estimates(*).

Subsidies on Key Goods in Mountainous Areas
Emergency Relief (MOLISA)
Emergency Relief (CEMMA)
Emergency Relief (Red Cross Vietnam)
Emergency Relief (overseas funding)
Miscellaneous Social Assistance Programs
Subtotal
Micro/Area-Wide Programs
Microcredit (PCFs, VBP, INGO schemes)
Disaster Protection and Emergency Relief
War Legacies
Subtotal
Child Protection
Child Rights and Advocacy
Educational Subsidies (HEPR)
Orphans
Street Children
Nongovernment Children’s Homes
Training for the Disabled
Assistance to Disabled Children
HIV/AIDS Youth Programs
Protection/Prevention of Child Labor
Subtotal
Grand Total

SP Component/Program

Table 5.1. Annual Expenditure on Social Protection Programs by Subcomponent (continued)
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Table 5.2. Summary of Annual Social Protection Expenditure and Indicators
SP Component

Expenditure (D billion)

Labor Market Programs
Social Insurance
Social Assistance
Micro/Area-wide Programs
Child Protection
Total
Indicators of Social Protection Expenditure
As % of GDP
As % of Government Expenditure

1,461
10,178
5,314
1,277
450
18,680

(%)
7.8
54.5
28.4
6.8
2.4
100.0

3.5%
11.7%

Source: Table 5.1; Consultants’ estimates.

B. Coverage of Social Protection Programs
The second proposed component of a Social Protection Index is the coverage
of SP programs. Table 5.3 presents available information on the number of
beneficiaries59 of the SP programs listed in Table 5.1. Although data is missing
for some of the smaller programs, particularly those that are foreign-funded
programs and targeted at the disabled and children, data is available or can be
estimated for virtually all the largest programs.
There are three important points to make about the information
contained in Table 5.3:
(i) Quantification of the number of beneficiaries is not possible for
those programs dealing primarily with capacity-building/training,
awareness-raising, and institutional/legislative reform;
(ii) Some programs have multiple target groups, especially those
targeted at children; and
(iii) Some programs target the same people, e.g. land tax exemptions
and educational subsidies both target poor households (as do
several others). Conversely, other programs may target different
groups—some HIV/AIDS programs will target children and adults.
Table 5.4 shows the relationship between the categories of SP programs,
the corresponding target groups, and the reference population. It also defines
the “reference” populations that will be used to derive the coverage indicators.
Table 5.4 presents two definitions of the reference population: the “narrow”
59

In most cases, the number of beneficiaries = the number of people actually receiving benefits.
The main exception are health insurance schemes, where it is more appropriate to use scheme
membership, i.e. the number of persons who are covered by the scheme even if they do not
receive any benefit from it.
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Day of the Poor Fund
New Year Gifts to the Poor and Agent
Orange Victims Movement

Land Tax Exemptions
House Improvement Loans

Elderly on Their Own
Drug Addiction
Prostitution

VSIF
Health Insurance—All Schemes
Social Assistance
War invalids, Veterans, and Martyrs
Disabled

SOE Retrenchment Program
Vocational and Technical Training
Social Insurance

Labor Market Programs
Employment Service Centers
Job-Creation Program

SP Component/Program

460
66

78
58
4

1,380
121

3,029
18,500

29
45

280
300

People

1,460
141

Hholds

Beneficiaries
(000s)

Table 5.3. Beneficiaries of Social Protection Programs

9,000
80,000

7,600

5,600

People

Severely poor
Severely poor

MOLISA poor
MOLISA poor

Single elderly
Drug addicts
Prostitutes

10,400
10,400

2,600hh
9,600hh

121
125
14

War veterans
1,380
Severely disabled; appears low. 1,800

Wage employees
Total Pop.

SOE unempl
Total labor force entrants and
unemployed/underemployed

Unemployed/
underemployed

Description

Reference Population
(potential target group)

30/06/2006, 3:23 PM

continued next page

MOLISA estimate but incapable of
verification
Beneficiaries from VHLSS 2002
Annual beneficiaries based on a 3 year
period
Pop.living below food poverty line
Provided to those not receiving assistance
from elsewhere

Census estimate excludes c. 3.2 million
partially disable

5.9 million people are covered
Persons covered

Definition of target population is not clear
cut

Beneficiaries = no. of job seekers assisted
Govt. estimate that has not been
independently verified

Comment
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* Excluding VBARD.
Sources: Various, see Chapter 4.

Emergency Relief (overseas funding)
Miscellaneous Social Assistance Programs
Micro/Area-wide programs
Microcredit
Disaster Protection and Emergency Relief
War Legacies
Child Protection
Child Rights and Advocacy
Educational Subsidies (HEPR)
Orphans
Street children
Non-government Children’s homes
Training for the Disabled
Assistance to Disabled Children
HIV/AIDS Youth Programs
Protection/Prevention of child labor

Emergency Relief (CEM)
Emergency Relief (Red Cross Vietnam)

Assistance Fund for Agent Orange Victims
Subsidies on Key Goods in
Mountainous Areas
Emergency Relief (MOLISA)

SP Component/Program

2

2,500
4
10
10
6
42

900

82
10,000

People

Disaster victims

900

100
10,000

Agent Orange Victims
135 communes
Disaster/pre-harvest/
drought victims
Very poor in 135 communes
Disaster victims

People

Description

Reference Population
(potential target group)

Varies year by year. All needy persons
likely to receive assistance.

Using lower MOLISA estimate
Impact highly uncertain; pop. of 1,000
mountainous districts
Assumed assistance provided to all needy

Comment

3,500
128
20
128
400

MOLISA/ MOET estimate
MOLISA estimate
MOLISA estimate
No. of orphans
Excl. partially disabled (Table 4.5)
Beneficiary information either not known or not applicable, i.e. programs do not always
provide direct assistance.
Projected out-turn of ILO project
Child workers
584

Children in poor hhs
Orphans
Street children
Children in difficulties
Disabled kids

Beneficiary calculations are not applicable

Majority of projects do not directly assist target groups as they involve capacity-building and
training. No beneficiary information on those that do bring direct benefits, e.g production of
prosthetics, assistance to HIV/AIDS sufferers.

25

Hholds

Beneficiaries
(000s)

Table 5.3. Beneficiaries of Social Protection Programs (continued)
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Table 5.4. Categories of Social Protection Programs and Primary Target Groups
Target Group

Types of SP program

Reference Population—
Narrowly Defined*

Reference Population—
Widely Defined

The
Unemployed
and
Underemployed

All labor market
programs (relevant
training and jobcreation through SME
support); food for work
programs; targeted
public works programs

The unemployed
and underemployed

Total labor force/
active population

The Elderly

PensionsSocial
assistance to the elderly

Population aged
60+ years

Population aged
60+ years

The Sick

Formal health
insuranceMicroinsurance
Subsidized health costs
or exemptions Senior
citizen treatment
allowance

Total population

Total population

The Poor
(especially the
severely poor
and
disadvantaged)

All recipients of basic
social welfare/
assistance
paymentsAllowances to
senior citizens, widows,
conflict-hit
personsSocial welfare
centers, old age
homes,but excluding
education and health
programs as well as
those for the disabled .
Microfinance/credit

Poor population

Total population

The Disabled

All forms of assistance
programs for the
disabled (including
recipients of social
assistance, training
programs)

Poor population
The disabled
population

Total population
The disabled
population

Children with
Special Needs
(CWSN)

Educational programs
(e.g. fee exemptions,
scholarships, school
feeding programs, etc.)
All other identified child
protection programs

Poor children
aged 5-14 years

All children aged
5-14 years

*These groups are broadly similar to those identified in PTF (2002), They also recur, with some
variation, in most PPAs undertaken in Viet Nam, Turk (2004), and in many poverty
assessments undertaken throughout the world.
NB. Victims of natural disasters have been excluded for two reasons. Firstly, this group varies
dramatically from year to year with the occurrence or non-occurrence of natural disasters.
Secondly, there is no convincing way of assessing the target population in order to derive a
coverage indicator for emergency relief assistance.
Source: Consultants.
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definition of the reference population attempts to approximate the target
population, while the “wide” definition includes the total population who
could receive benefits from each category of program.
The next step is to relate the information on SP programs contained in
Table 5.3 to the target groups shown in Table 5.4. The results are presented
in Table 5.5. It is important to note that some of the information presented
may not be completely accurate, since the exact numbers of program
beneficiaries were not always available. In these cases, the authors either
used estimates based on discussions with the relevant officials or especially
where no published data existed, derived their own estimates. In Viet Nam
however, this potential problem was reduced by the availability of data on the
coverage of some SP programs from VHLSS02.
Table 5.5 presents coverage rates for both the narrow and wide reference
populations. In interpreting the information presented in Table 5.5, it should
be remembered that beneficiaries from some programs can appear under more
than one target group. In estimating the total number of beneficiaries within
each target group, major overlaps have been allowed for. There are bound to
be some remaining minor overlaps, but it is considered that these overlaps
will have a negligible impact on the calculated coverage rates.
Table 5.5 reveals coverage rates, using the narrow reference population,
between 23% and 48% for the majority of target groups: the elderly, the sick,
the poor, the disabled, and children with special needs. These rates reflect
the wide range of SP programs operated by the Vietnamese Government. Some
of these programs have existed for many years (social insurance and relief to
war invalids), while the others have been developed since the late 1990s as
part of the Government’s major objective of reducing poverty.
Furthermore, analysis of VHLSS02 reveals that 37.3% of all households
were in receipt of some SP benefits in 2002. This is much higher than the
equivalent proportion in 1998 which was 24%. The reasons are the following:
(i) coverage of certain programs has increased since 1998, e.g.
educational subsidies; and
(ii) a number of assistance programs have come into operation since
1998—health insurance, land tax exemptions, irregular relief
mobilized by national NGOs.
Unlike the information on cost, which consisted of just one indicator,
the coverage component involves seven indicators. In the section Social
Protection Index and Multicountry Analysis of this book, the seven indicators
of coverage will be combined into a single indicator for the SP coverage
component.
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Applicable Programs
(these should be specified for each country)
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d

c

b

a

See Table 5.4 for definition. Figures are in 000s.
Based on 5.8% unemployment and 26% under-employment (working <25
hours per week)
Assumes all recipients are elderly and no overlaps with pension recipients;
no more data available.
Indicator designed to indicate what proportion of the elderly currently hs
to pensions or other assistance.

The Unemployed
and
Underemployed

5,450

18,800

80,000
5,670

80,000

23,200

23,200
5,670

80,000

8,000

8,000

80,000

39,400

12,600b

Reference
Populationa
Narrow
Wide

48

7.6
35

26

23

34

5.2

14

35

2.2

7.5

23

34

1.7

Coverage
(%)
Narrow
Wide

Overlaps are likely to be significant in this category.
VBARD excluded as being a general rural credit program using commercial
rates and conditions, i.e. it is not targeted and has no real SP component.
g
Assumes all beneficiaries are disabled; no other data available.
Source: Authors’ estimates derived from preceding tables using VHLSS02,
interviews, and reports.
f

e

2,633

1,764
1,960

6,000e

18,500

2,728

660

Beneficiaries
(000s)
Program
Total

ESCs, SOE retrenchment
310
NEPF/targeted training
350
Food for work, public works
Do not exist
programs
1,380
War invalids and heroes c
Pensioners receiving SI benefits
1,270
The Elderlyd
The elderly on their own
78
(receiving social assistance)
Formal Health Insurance Schemes (VSIF)
6,100
The Sick
Schoolchildren
8,000
Subsidized treatment costs/health cards
4,400
Microinsurance negligible
Land tax exemptions
5,360
The Poor
Regular social assistance
250
House improvement loans
620
Day for the Poor
460
New Year gifts to the Poor
66
1,683
The Poor/Microcredit VBSP
PCFs
81
Programsf
Disability Programs
1,380
War invalids and heroes g
SI invalidity beneficiaries
312
Regular social assistance to the disabled
120
Agent Orange victims
148
HEPR education component
2,500
Children with
Street kids; orphans; disabled children
132.5
Special Needs
(CSWN)
(incl. children receiving direct social assistance)

Target Group

Table 5.5. Coverage of Major SP Programs by Priority Target Group
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C. The Distributional Impact of SPI Programs
This is the third proposed component of the SPI. It can be assessed in two
complementary ways:
(i) by estimating the extent to which SP programs target the poor,
i.e. the poverty-targeting rate, which is defined as the proportion
of the poor population (i.e. with incomes below the poverty line)
who are beneficiaries of SP programs; and
(ii) by examining the impact of SP expenditure on the incomes of the
poor, i.e. the Income Impact.
While the poverty-targeting rate provides an indication of the coverage
of the poor population by SP programs, the Income Impact gives some idea of
the effectiveness of these programs in raising the income of poor households.
1. The Poverty-Targeting Rate
There are two basic steps in the derivation of the overall poverty-targeting rate:
(i) estimating the number of poor beneficiaries for each of the
identified SP programs; and
(ii) estimating the overlaps between schemes so as to avoid double
counting.
The base data for deriving this indicator is the information on SP programs
and their beneficiaries from Tables 5.3 and 5.5. The required information on
the Poverty Targeting of these programs can either be obtained on an ad hoc
basis from knowledge of the targeting of each program - e.g. programs such as
the relief and social assistance funds can be assumed to exclusively benefit
the poor whereas social insurance schemes that only benefit government or
formal sector employment can be assumed to have few, if any, poor beneficiaries
- or through the analysis of household survey data. The second approach is
likely to yield more robust results:
(i) Institutions responsible for executing the major SP programs rarely
maintain data disaggregated by poor and nonpoor households; and
(ii) Household survey information also permits the identification of
overlaps between programs (i.e. households receiving benefits from
more than one program).
Fortunately, the VHLSS02 has a substantial amount of information
on the poverty-targeting of the most important SP programs. Table
5.6 presents this information; the main findings are:
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(i) Of the beneficiaries from the HEPR health insurance,
microcredit loans, agricultural tax exemptions, education subsidy,
and housing assistance programs, 56-76% are poor; 30-46% are very
poor. As these programs are explicitly targeted at the poor, these
proportions indicate that the targeting is generally successful;
(ii) Although the targeting of most of these programs is good,
inclusion rates remain low. Only the agricultural tax exemptions
and education assistance reach more than 20% of the poor; the
social allowances and health assistance (insurance or certificates)
are the other programs whose coverage exceeds 105 of the poor
population. It should, however, be noted that targeting for these
programs is based on a combination of MOLISA’s poverty line,
which is lower than GSO’s,60 and self-identification by the
communities; additionally, unofficial quota systems also operate.
In consequence, these programs would not be expected to have
targeting rates that cover very high proportions of the ‘GSO’ poor
population; and
(iii) The war invalid program, SI pensions, and insurances are not
targeted at the poor; this is shown by the high percentage (7085%) of not poor beneficiaries.
If there were no overlaps between programs, 102% of the poor population
(the sum of the last column) receives SP assistance; this is clearly implausible.
The overlap between the programs listed in Table 5.6 can, however, be obtained
from VHLSS02 by identifying poor households that received benefits from at
least one of the above programs. On the basis of this analysis, it was found
that just under half the poor population (49.6%) in Viet Nam, around 2.55
million households, received assistance from at least one of the programs listed
in Table 5.6.
While VHLSS02 covers most of the important SP programs, it does not
cover them all. It is, therefore, necessary to estimate the poverty-targeting
rates and overlaps between the programs listed in Table 5.6 and other SP
programs. This procedure is shown in Table 5.7. There were two steps—
estimating the poverty-targeting rates and then the likelihood of overlaps with
the major SP programs. These estimates were made based on discussions with
officials involved in the programs and the authors’ own knowledge.

60

The MOLISA poverty line is closer to the GSO’s food poverty line, both if which give
headcount poverty rates under that derived using the standard GSO poverty line (see Table
2.7 and Section 2.G).
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Table 5.6. Poverty-Targeting of SP Programs, 2002
Households
That Benefit

Program

(%)
Pensions
Social Allowance
The Invalid, Heroic
The Elderly/ Disabled
Insurances
Health Insurance*
VBSP
PCF
Agricultural Tax Exemption
Education Assistance
Housing Assistance

13.0
10.2
7.4
1.2
2.1
5.1
2.2
0.1
8.2
13.8
0.5

Beneficiaries
(%)

Nonpoor
81.6
51.6
70
51.5
84.5
35.6
31.6
43.4
26.7
44.0
24.3

Poor***

PovertyTargeting—Poor
Beneficiaries as
% of the Poor
Population

18.4
48.4
30
48.5
15.5
64.4
68.4
56.6
73.3
56.0
75.7

8.3
17.1
7.7
2.0
1.1
11.4
5.2
0.2
20.8
26.7
1.3

* Health insurance cards or fee exemption certificates.
*** Using GSO poverty line which is not always used for the targeting of these programs (see text).
Number = poor beneficiaries / poor population * 100
Source: Consultants’ analysis of VHLSS02.

From Table 5.7, the “best estimate” poverty-targeting rate is 51%,61
indicating that just over half the poor population of the country receives some
form of SP assistance in 2002. It also is only slightly higher than the 49.6%
obtained from VHLSS02; thereby, confirming that VHLSS02 “captures” all
the major Vietnamese SP programs. This poverty-targeting rate is also much
higher than the 1998 figure of 19% (obtained from a similar analysis by the
consultants of VLSS98), even if this figure took into account fewer programs.
2. Impact of SP Programs on Household Expenditures
While the poverty-targeting rate provides an indication of the extent to which
SP programs reach their target populations, it gives no information on the
magnitude of the assistance provided. This is a crucial issue and any SPI
developed without taking this aspect into consideration would be deficient.
The ideal method for estimating the impact of SP assistance on household
incomes is to analyze survey data on the income received from SP programs.
In the great majority of cases, this approach is not, however, considered to be
feasible, due to the following:
61

It is noteworthy that a very similar “best estimate,” 49% was obtained by the authors using
their own estimates of poverty-targeting rates, i.e. independently of the VHLSS02 data.
This, to a considerable degree, demonstrates that the ad hoc approach to poverty-targeting
can be adopted with some confidence where no survey data is available, based on professional
judgement.
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Source: Tables 5.3, 5.5, 5.7 and Consultants’ Estimates.

All Poor Beneficiaries
Poor Population
Poverty-Targeting

80%

100%

141

66

New Year gifts to the poor

100%
100%

50%

62
460

Prostitutes and drug addicts
Day for the poor

100%

15%
29%

15%

82

27

Residents of Social Protection
Centers

The Poor and
Vulnerable

Agent Orange victims(excluding
Day for the Poor)
Street kids, orphans, disabled
children

305
45

NEPF
Targeted training programs

Disability
Programs
Child Protection

310

Covered by VHLSS02
ESCs, SOE retrenchment

Beneficiaries Poverty(000s)
Targeting

SP Programs Not
The
Unemployed
and
Underemployed

SP Programs Covered by VHLSS02
All
Pensions, SI, health insurance,
educational assistance, land tax
exemptions, regular social
assistance, etc.

Target Group

Table 5.7. Poverty-Targeting of Social Protection Programs

Upper-bound

No overlaps

12,374
23,200
53%

113

41

66

62
460

27

45.8
13.1

46.5

11,500

Poor
Benefs.

Moderate: Agent Orange
can affect anyone
High

Very high

Estimate
Very high

Very high

Focused on urban areas
where poverty rate is
under 7%
National poverty level

Comments

25%

75%

75%

0%
75%

0%

25%
100%

25%

0%

Overlap

27

34
0

35

11,500

Poor
Benefs.

62
Many likely to receive
115
health cards and/or tax
exemptions and also
overlaps between these 2
programs.
Overlap with other SA
17
programs and Day for
the poor
Likely to overlap with
10
education. Health subsidies
Some overlap with health/
educational programs
85
Excluding overlaps
11,883
23,200
Best Estimate
51%

Most SP programs are
unlikely to target the
urban unemployed
Groups targeted are the
same as for major SP
programs
These beneficiaries are
unlikely to be affected
by other programs

From VHLSS02, 49.5%
of the poor population
(see Table 5.6 and text)

Comments
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(i)
(ii)

The household survey database will not be available;
The quality of the information on SP transfers must be good. This
is not always the case, particularly with regards to irregular relief
for emergencies or special occasions (e.g. Tet) and the imputing
of values for benefits received in-kind (e.g. food, clothing, seed).
Missing values can also be significant, e.g. where someone states
that they have received a particular benefit but there is no entry
for the value of the benefit;
(iii) Imputation is also necessary to estimate the cash value of transfers
where no money is received, e.g. exemptions from school and health
costs and taxes. These will not always be known to the beneficiary;
(iv) The time and technical expertise required to manipulate a survey
database in this way is substantial and will not be available in many
countries; and
(v) Household survey information is only likely to become available
every few years; thus, precluding the more frequent updating of
the SPI.
An indicator of the importance of SP transfers to poor beneficiaries can,
however, be developed using the same approach as for the poverty-targeting
rate by substituting information on program expenditures (from Table 5.2)
for the numbers of beneficiaries in Table 5.7 and expanding the table to include
all programs listed in Table 5.6. These expenditures are then multiplied by
the already derived poverty-targeting rates and summed to give an estimate
of the total SP expenditure going to the poor. The procedure is actually simpler
as there is no need to consider the overlaps between programs. The results of
this exercise are presented in Table 5.8.
Table 5.8 shows that total SP expenditure on the poor in 2002/03 was
around D5,500 billion, just under 30% of total SP expenditure. Just over half
of this expenditure comes from pension payments and assistance to war heroes
and invalids. This indicator is, however, not very useful for international
comparisons, as it will clearly vary with the incidence of poverty in each country;
although it could be “standardized” by taking it as a ratio of the overall poverty
ratio. Overall however, we consider it preferable to derive an indicator where
SP expenditure on the poor is expressed as a percentage of household income/
expenditure. The derivation of these indicators is shown in Table 5.9.
Table 5.9 contains the summary results and derived indicators, which
could be used in the formulation of an SPI. Average SP expenditure on the
poor is D223,300 per capita. This can be compared to the current (2002)
annual per capita poverty line income, D1.93 million. Based on this, the ratio
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Table 5.8. SP Expenditure on the Poor
Category

Labor Market
programs
Social/Health
Insurance

Social Assistance

Microcredit

Disability
Programs
Child Protection

SP Program

ESCs, SOE retrenchment
NEPF
Targeted training programs
VSIF
Contributory health
insurance (VHI)
Voluntary health insurance (VHI)
Subsidized treatment costs/
health cards (HEPR)
War invalids and heroes
Regular social assistance
(excl. SPCs)
Residents of SPCs
Rehabilitation of prostitutes
and drug addicts
Day for the poor
New Year gifts to the Poor
Land tax exemptions
House improvement loans
VBSP
PCFs
Loans from other sources
Agent Orange victims
Other foreign funded—
disability programs
HEPR education component
Street kids; orphans; disabled
children
All Programs

Expenditure Poverty- Expenditure
(D billion)
Targeting
on Poor
(%)
Beneficiaries
438
973
42
8,552

15.0
15.0
29.0
18.4

66
146
12
1,574

1,440
116

15.5
15.5

223
18

69
3,724

64.4
30.0

44
1,117

117
35

48.4
100.0

57
35

156
230
20
191
200
1,155
40
0
84

100.0
100.0
100.0
73.3
75.7
68.4
56.6
0.0
50.0

156
230
20
140
151
790
22
0
42

111
216

50.0
56.0

56
121

200
18,109

80.0
28.6

160
5,180

NB. Poverty-targeting rates for shaded programs have been obtained from VHLSS02; others have
been estimated.
Source: Tables 5.2, 5.6, 5.7 and consultants’ estimates.

of the SP expenditure per poor person to the poverty line income per capita is
12.4% increasing to 22.7%, if only poor beneficiaries are considered.
The above indicators have their own advantages and disadvantages and
which one should be used in the formulation of the SPI is by no means clear
cut. The section Social Protection Index and Multicountry Analysis of this
book will discuss this issue in more detail.
Irrespective of differences between the above estimates, it is apparent
that the impact of SP transfers on total per capita expenditure can be
significant. At the same time, the disparity between the high poverty-targeting
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rate (51%) and the much lower impact on incomes underscores the need to
include an indicator of this type into the SPI.
It is also noteworthy that the analysis of VLSS98 revealed that transfer
payments to poor beneficiaries were equivalent to 11.6% of their income,
around half the figure estimated in Table 5.9. Even allowing for the difference
in methodologies,62 the implication is that SP assistance to the poor has
increased in recent years. This conclusion, when set against the higher current
poverty-targeting rate is perhaps the first demonstration of how this type of
work can produce useful information.
Table 5.9. Impact of SP Expenditure on Incomes of Poor Households
Variable

Value

Total Expenditure on the Poor (D billion)
Poor Population (‘000)
SP Expenditure/Poor Person (D per poor person)
Poverty Line Income/Expenditure Per Capita (annual) (D/person)
Per Capita SP Expenditure as a Percentage of Per Capita Poverty Line Income
As Above but for Beneficiaries Only

5,180
23,200
223,300
1,930,000
11.6%
22.7%

Source: Table 5.8 and information in Chapter 2.

62

The analysis of 1998 data used observed transfers rather than expenditure estimates of SP
programs. This will inevitably lead to lower estimates of the impact on recipients’ incomes
as it excludes any administration expenses and benefits from health and education programs
where benefits do not come in the form of direct transfers.
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8 SPI and Multicountry
Analysis
BOB BAULCH
JOE WOOD

Table 1. Key Statistical Data for Participating Countries
Variable
Population
Annual Growth
Rate
Urbanization
Age Structure
GDP Per Capita*
Government
Expenditure
Agriculture
Employment Rate

Agricultural
Employment
Infant Mortality
Rate
Life Expectancy
at birth
Primary
Schooling*
Literacy
Poverty
(headcount)
Human
Development
Index**

Unit

Bangladesh

Indonesia

134
1.6%

214
1.5%

2.5
1.8%

23
2.3%

149
2.5%

80
1.7%

23%
39%

42%
30%

58%
23%

14%
53%

34%
44%

24%
30%

$1,720
13%

$2,990
15%

$1,650
38%

$1,350
19%

$1,940
18%

$2,240
38%

% of GDP
Empl. as
% of pop.
Aged 15+
% of total
employment
Per 1,000
live births
Years

23%
70%

15%
60%

21%
61%

39%
84%

23%
47%*

23%
71%

47%

74%

42%

69%
18

Completion
Rate
% 15 +years
% poor

Million
% pa
% population
% aged
0-14 years
$PPP
% of GDP

Rank
(out 0f 175
countries)
Value

45%

Mongolia

Nepal Pakistan Viet Nam

65

47

23

71

82

62

66

63.6

59%

61

70%

91%

82%

65%

59%

100%

48%
34%

94%
18%

98%
36%

49%
42%

42%
32%

90
29%

139

112

117

143

144

109

0.502

0.682

0.661

0.499

0.499

0.688

Source: Country Reports except:
* World Bank. 2004. World Development Report 2004 – Making Services Work for Poor People.
World Bank/ Oxford University Press. Washington.
** United Nations Development Programme. 2003. Human Development Report 2003 – Millennium
Development Goals: A Compact among Nations to End Human Poverty. Oxford University Press.
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I. Summary and Main Results
A. The Definition of Social Protection (Chapter II)
In order to develop a feasible and sound methodology for the creation of a
Social Protection Index (SPI), ADB’s definitions of Social Protection (SP) as
well as those that exist in the participating countries were carefully reviewed.
Taking into account the numerous conceptual and practical issues, the
conclusion was that it was necessary to narrow ADB’s definition of SP, which
is particularly wide-ranging, to concentrate on programs that (i) generally fall
outside the purview of other development sectors such as education, health,
and rural/ community development; and (ii) involve direct transfers, whether
in cash or kind, to beneficiaries. Table 2.1 summarizes the types of programs
which have, and have not been included, in the definition of SP. Without
some refinement of ADB’s definition of SP for the purposes of this study, it
would have been difficult, if nor impossible, to achieve the objectives of this
study.

B. General Approach and Methodology
(Chapters III and IV)
The SPI that has been developed is made up of four different aspects of SP—
(i) expenditure, (ii) coverage, (iii) poverty-targeting, and (iv) the impact on
the incomes/expenditure of the poor. The definition of these summary
indicators is shown in Table 1.1.
Table 1.1. Definition of Summary SP Indicators
Component

Description

Social Protection
Expenditure (SPEXP)

SP expenditure as % of GDP

Social Protection Coverage
(SPCOV)

Combination of coverage
rates of 7 priority target
groups

Using the narrow reference
population and a
combination of unweighted
and weighted means (see
Chapter IV.B.6)

Poverty-Targeting Rate (PTR)

Poor SP beneficiaries as % of
poor population

Double counting of
beneficiaries needs to be

Social Protection Impact
(SPIMP)

Per capita SP expenditure on
the poor as % of current
poverty line

Similar methodology to PTR
but no need to allow for
overlaps
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Every attempt was made to keep the SPI as simple and as understandable
as possible through the selection of the summary SP indicators and by using a
formulation that is similar to that used in the now widely accepted Human
Development Index (HDI) (see Chapter III).
If the actual formulation of the SPI is relatively straightforward, the
compilation of the necessary input data was not. Data was only rarely available
in published reports, thus necessitating a painstaking data collection exercise
involving numerous, and often repeated, meetings with agencies responsible
for individual SP programs and activities. Furthermore, considerable
cross-checking of the data was needed to ensure both its accuracy and its
comparability with that obtained from the other participating countries. The
difficulties in obtaining the key information such as expenditure, eligibility
criteria, number of beneficiaries, and the incidence of poverty among these
beneficiaries, should not be underestimated. The detailed information needed
to create the SPI has been presented in the country analysis of this book.
In Chapter III, the algebraic formulations of the four summary indicators
are presented while Chapter IV describes the rationale for their selection and
issues related to their definition and computation. This is straightforward for
the “expenditure indicator,” but much less so for the “coverage indicator,”
despite its conceptual simplicity. The chosen approach for this indicator is to
first derive separate coverage indicators for seven broad categories of programs.
These seven categories are targeted at the vulnerable groups that are usually
seen as being priority groups for SP activities namely the unemployed/
underemployed, the elderly, those requiring health care, the poor (for both
social assistance and micro-credit), the disabled, and children with special
needs. There was considerable debate among the authors as to how to best
define the reference populations, i.e. the denominators needed to calculate
the coverage rates from the data on beneficiary numbers. In the end, it was
concluded that the best approach was to define the reference populations in
such a way as to approximate the actual target group for each category of
programs as far as possible. These reference populations are presented in
Table 4.3.
It also proved difficult to decide how best to combine these target group
coverage rates into a single overall coverage indicator. There are three basic
alternatives: (i) using an unweighted (arithmetic mean); (ii) using a weighted
average base on the size of the reference population; and (iii) assigning weights
based on expert opinion. Using the arithmetic mean means that each target
group is accorded equal importance irrespective of their size; this biases the
indicator towards the smaller groups, e.g. the elderly, the disabled, and children.
Conversely, using the weighted mean, gives much greater emphasis to health
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insurance/assistance. Both have advantages and disadvantages; expert opinion,
canvassed during the October workshop and the Manila conference, was split
on this issue. It was decided to obtain the overall coverage indicator by averaging
the weights implied by the unweighted and weighted approaches (see Table 4.5).
The third SPI component indicator is the Poverty-Targeting Rate (PTR),
which is defined as the number of poor beneficiaries as a percentage of the
poor population, after accounting for overlaps between program beneficiaries.
While the PTR provides an indication of the extent to which SP programs
reach the poor, it gives no information on the magnitude of the assistance
provided. A fourth indicator, the Impact on Expenditures (or incomes) indicator
has, therefore, been developed to reflect this crucial aspect of SP provision. It
has been defined as the ratio of SP expenditure going to the poor, expressed
on a per capita basis, divided by the poverty line income. Both of these
indicators are obtained by applying PTRs obtained from the analysis of
household income and expenditure surveys, discussions with officials,
information gleaned from project reports, and professional judgement on the
data already obtained on the expenditure and numbers of beneficiaries of
individual SP programs.

C. Cross-Country Comparisons (Chapter IV)
Chapter IV presents the resultant indicators alongside a number of
cross-country comparisons. These reveal similarities and dissimilarities
between the countries:
(i) In all countries except Bangladesh, SP expenditure is dominated
by formal social security schemes for old age pensions and health
insurance. In Bangladesh, microcredit is, by some way, the largest
component; Nepal is the only other country where micro-credit
constitutes a significant proportion of total SP expenditure. All
countries are also similar in the low proportions of SP expenditure
on child protection, the disabled, and labor market programs.
Expenditure on social assistance programs is significant in all
countries except Pakistan and Nepal, and especially so in
Bangladesh and Viet Nam;
(ii) Coverage rates for the seven priority groups fluctuate dramatically
between countries with little consistency either between countries
or between target groups. Coverage rates range from under 1%
(the disabled in Pakistan and Bangladesh) to almost 100% (the
elderly in Mongolia). The overall coverage rates are: Pakistan,
6.5%; Bangladesh, 10.2%; Nepal, 10.5%; Viet Nam, 21.7%;
Indonesia, 34.6%; and Mongolia, 54.6%;
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(iii) Similar cross-country variations are shown by the PTRs: Viet Nam,
Mongolia, and Indonesia have poverty targeting rates in excess of
50%, i.e. more than half the poor population receives some form of
SP. The PTRs of Nepal and Bangladesh lie between 25% and 35%,
while in Pakistan it barely exceeds 5%;
(iv) The Impact Indicator provides a broadly similar pattern to the
overage indicator: the highest Impact percentage (21%) is achieved
by Mongolia, followed by Bangladesh (15%), Viet Nam (12%) and
Indonesia (11%); values for Nepal and Bangladesh do not exceed
7.5%; and
(v) It is important to note that, in virtually every case, the summary
SP indicators are dominated by a few large programs, although
different programs dominate different summary indicators. SP
expenditure is usually dominated by formal social insurance
programs that, as they tend to be restricted to public servants, the
military and formal sector employees, rarely benefit the poor. In
contrast, the programs that provide most benefits to the poor
beneficiaries are the major targeted social assistance programs:
free or cheap food, assistance with health and education costs,
and microcredit.

D. The Social Protection Index (Chapter V)
In order to compute the SPI from its four constituent components, it was
necessary to combine them. As each of the summary SP indicators has different
ranges, we have scaled them based on the maximum value in the data set.
This provides an easily understandable measure of how countries compare to
each other and how any country “lags” behind the best performer. Then,
replicating the HDI, equal weights were applied to each summary indicator
in order to derive the final SPIs for the six participating countries. The results
are summarized along with the scaled values of the summary indicators
presented in Table 1.2; Figure 1.1 provides a graphical representation of the
four summary indicators.
Conclusions and comments on the final SPI values are inevitably
constrained by the fact that this study only relates to six countries. The main
conclusion is that the final SPI values replicate the rankings shown by the
summary SP indicators to a large extent. For all countries except Bangladesh
and Indonesia, the ranking of the indicators barely alters. In contrast,
Bangladesh’s rankings range from 2 to 5 while Indonesia’s range from 1 to 6.
Indonesia has high rankings for the two coverage components but low rankings
for the expenditure and impact indicators; Bangladesh exhibits the reverse
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pattern, largely due to its extensive microcredit operations. Given that the
summary indicators reflect very different aspects of SPI, the above consistency
in their ranking is encouraging as it implies that increasing the number of
indicators making up the SPI would not materially affect the final SPI values.
Table 1.2. Country SPI Values and Summary Indicators

Country

Scaled Values
Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam
Ranking
Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

Composite SPI

Social Protection Indicators
Expenditure
Coverage
PovertyTargeting

SP Impact

0.44
0.58
0.96
0.29
0.13
0.51

0.36
0.18
1.00
0.21
0.19
0.33

0.21
0.62
1.00
0.27
0.17
0.47

0.47
1.00
0.82
0.36
0.07
0.70

0.71
0.52
1.00
0.33
0.10
0.55

4
2
1
5
6
3

2
6
1
4
5
3

5
2
1
4
6
3

4
1
2
5
6
3

2
4
1
5
6
3

Figure 1.1. Summary SP Indicators by Country
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Essentially, the countries fall into three groups: (i) Mongolia with a high
level of SP provision; (ii) Viet Nam, Indonesia and Bangladesh (if microcredit programs are included) with moderate levels of SP provision; and (iii)
Nepal and Pakistan with low levels of SP provision. Reasons for these relative
SPI values are:
Mongolia’s high SPI reflects the existence of a comprehensive social
insurance and social assistance dating from the days of its status as a Sovietdominated command economy. Recent evidence suggests that the maintenance
of these comprehensive SP programs is under strain.
Indonesia and Viet Nam have major SP programs, which are targeted
and well targeted at the poor. These include free or subsidized food, health
insurance cards for the poor, and educational assistance for poor children to
attend school. In contrast, their traditional social assistance programs are much
more limited in scope and targeted at the very poor.1
Bangladesh’s values are heavily influenced by widespread and welltargeted pro-poor microcredit programs. If these programs were eliminated
from the SPI, all four of Bangladesh’s summary indicators would decrease
significantly.
Pakistan and Nepal have few social assistance programs that achieve
significant coverage of the poor particularly, and concentrate their relatively
limited budgets for these programs on groups (such as public servants and the
military) that are not poor.

E. Sensitivity Tests (Chapter VI)
While the authors are confident about the definition of the four summary SP
indicators and the approach to combining them into a composite SPI, they
considered it desirable to undertake some sensitivity tests to examine how
the SPI might alter if there were changes in either the indicators or the
combination methods. The sensitivity tests looked at the following: (i)
different definitions of the reference populations used for the coverage
indicator; (ii) an impact indicator based on the poverty gap rather than the
poverty line income; (iii) the effect of excluding microcredit programs; (iv)
alternative scaling methods; and (v) alternative weighting of the summary
indicators in the final SPI formulation. In general, these sensitivity tests
resulted in little variation in the final SPI values and no change in the relative
country rankings. These results go some way to corroborating the overall
robustness of our preferred SPI formulation.
1

Note that the very low SP expenditure value for Indonesia is, at least partly, a reflection of
the large subsidies on fuel and electricity prices. If these subsidies were included in the SPI,
Indonesia’s value would be considerably higher.

060150 SPI Analysis 8.pmd

447

30/06/2006, 3:21 PM

448

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

Also ILO’s approach to formulating a composite indicator of SP was
examined. The ILO bases its indicator around the same components of SP
expenditure, coverage; and impact (or depth); and they use generally similar
indicators. The major difference is that ILO combines these into a single
indicator and that they take no account of the distributional impact of social
protection, i.e. poverty-targeting. In this study it is considered that the SPI
has to incorporate this aspect given that poverty reduction is ADB’s overarching policy goal. The ILO approach has also been formulated with developed
rather than developing nations in mind and it has yet to be operationalized.
At present, it can not be seen as a viable alternative to the SPI.

F. Use of the SPI
The SPI can be used in two ways. First, the SPI can be used to compare the
overall level of SP provision across countries and over time on a consistent
basis. Second, the SPI can be used as a starting point for diagnostic work of a
country’s SP program and activities. In this case, it is the four summary
indicators and the information on individual SP programs rather than the SPI
values and rankings that are more likely to generate policy implications.
When assessing the summary indicators it is, however, important to
recognize that while higher values of two of the four indicators (coverage and
poverty-targeting) are unambiguously good, this is not the case for the other
two indicators (expenditure and impact). Because of the trade-offs between
SP and other spending priorities, neither the expenditure nor the impact
indicators have benchmarks against which they can be assessed. A low
percentage of GDP devoted to SP expenditures, for example, can be indicative
of either a relatively well-functioning and secure economy (in which few social
protection programs are needed), or an extremely poor and vulnerable one (in
which social protection programs are desperately needed, but cannot be funded
from a limited revenue base). This is because the expenditure indicator is a
product of both the relative wealth of a country and its development priorities.
For this reason, it is not said that the expenditure indicator of the SPI reflects
“affordability” of SP activities.
Unlike the expenditure indicator, the summary coverage indicator is an
indicator with a clear benchmark, since in most countries the goal will be to
reach 100% of the target population. However, as the coverage indicator is
itself composed of coverage rates for seven different target groups, most
attention should be focused on these constituent coverage rates. In countries
where the coverage rate for many programs is low (as in Nepal and Pakistan),
there will be grounds for developing new programs, using government, donor,
or NGO finance. These will, however, need to be set against other
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development priorities, e.g. the promotion of economic growth and provision
of basic infrastructure. Scrutiny of program-specific coverage rates can also
help answer questions such as whether programs reach their designated target
groups and whether eligibility criteria or spending limits restrict the ability
of SP programs to reach the needy and the vulnerable. Answers to these
questions will assist policymakers in refining existing SP programs and
formulating new ones.
A low coverage rate does not, however, necessarily demonstrate the need
for an increase in SP. Consider the case of educational assistance where the
need for such assistance will depend on how the provision of education is
funded. If education is provided free, the demand for additional assistance
will be a lot less than if fees are payable. However, if school nonattendance is
high and inability to pay fees is seen as its major cause, the case for additional
targeted assistance will be much greater. Similar considerations will apply for
health assistance.
A common objective of overall SP policy will be to provide assistance to
the poor and hence, raise PTRs. The achievement of a 100% PTR will,
therefore, constitute the long-term goal for this indicator. Where the PTR is
low, the emphasis should be on identifying ways in which it can be raised by,
for instance, modifying eligibility criteria of existing programs, improving the
targeting of these programs by reducing “leakage” to the nonpoor, and
expanding the coverage of SP programs (e.g. pensions and health insurance)
that do not currently reach the poor. Analysis of program-specific PTRs then
allows who is and who is not being reached by these programs to be assessed.
In general, an objective of an SP policy will be to raise the “impact on
expenditures” indicator. Examining this indicator will help assess whether
the level of transfers to protect the poor and the vulnerable is adequate and
how their effectiveness could be improved. There are four main ways to do
this: (i) by increasing a program’s benefits; (ii) by improving the povertytargeting of existing programs; (iii) by increasing the coverage of existing
programs; and (iv) introducing new programs. All of these, with the exception
of (ii), will involve additional expenditure. Given budgetary constraints, this
is most likely to come through the reallocation of funds from other sectors or
from other existing SP programs. While this is clearly easier said than done,
opportunities do present themselves. In Indonesia, the long-term overall policy
is to reduce the fuel and electricity subsidies and to use these funds for targeted
SP programs. In Viet Nam, expenditure on providing assistance to war invalids
and victims’ families is likely to decrease in years to come as age takes its toll,
thereby providing scope for increasing the funding of other SP programs.
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In all the above, the SPI and its components indicators provide the
starting point for the appraisal of existing SP provision. Once this initial stage
has been achieved, attention can be focused on the information on the coverage
of the priority target groups (the subcomponents of the coverage indicator)
and then on the expenditure, coverage and targeting of individual SP programs
based on the information provided in the country reports This more detailed
analysis can identify where there are major problems in a national SP system,
what the reasons are for this, and how the situation could be improved.
Overall, and in many respects, this approach to using the SPI and its
constituent information is analogous to the use of the HDI, the examination
of which is only a prelude to a more detailed analysis of a country’s human
development situation focusing particularly on the education and health
sectors.

G. Conclusions
SP is increasingly seen as an important tool for poverty reduction. To date,
however, there has been little quantitative assessment of SP activities. This
study goes some way to remedying this situation and has led to the formulation
of an SPI that:
(i) is composed of four indicators that reflect very different aspects
of SP provision;
(ii) is not difficult to calculate, notwithstanding unavoidable
difficulties in data collection;
(iii) can be easily understood and interpreted;
(iv) has been developed with substantial inputs from SP specialists
from various organizations;
(v) enables international comparisons of SP activities to be made as
well as the monitoring of these activities by individual countries
over time;
(vi) along with the summary indicators and program specific
information, will provide the basis for more rigorous diagnostic
evaluations of countries’ SP provision.
Furthermore, the very process of obtaining the information needed to
calculate the SPIs as well as its publication will increase interest in SP nationally
and internationally and lead to a more rigorous evaluation of current SP
programs and activities. At present the SPI has only been developed for six
countries. For it to gain widespread acceptance, it is vital that it is calculated
for more countries. Increasing international interest in SP as a tool for poverty
reduction will be complemented by a thorough quantitative underpinning.

060150 SPI Analysis 8.pmd

450

30/06/2006, 3:21 PM

SPI AND MULTICOUNTRY ANALYSIS

451

It is the intention to develop the index including the corresponding
country studies for all Asian Developing Member Countries of ADB and
beyond. The only realistic and satisfactory way of obtaining SPIs for the other
countries is through similar studies such as this one. Therefore, in the course
of the study, a handbook was elaborated, which will guide future experts when
elaborating the index and the country studies.2

II. The Definition of Social Protection
A. ADB’s Definition of Social Protection
The definition of SP has both conceptual and practical implications for this
study:
What is SP and how should it be distinguished from the more allembracing concepts of poverty reduction and social development?
How can SP be defined in such a way that the primary objective of this
study—the creation of a SPI—can be achieved? In this regard, key
considerations are the need for quantification and ensuring a similar approach
for all the participating countries.
The starting point for this study was ADB’s definition of SP. The ADB
has defined SP as “the set of policies and programs designed to reduce poverty
and vulnerability by promoting efficient labor markets, diminishing people’s
exposure to risks, and enhancing their capacity to protect themselves against
hazards and the interruption/loss of income”.3 Furthermore, SP is defined as
comprising five major kinds of activities: (i) labor-market policies and programs,
(ii) social insurance, (iii) social assistance, (iv) micro/area-based schemes, and
(v) child protection’.4 Table 2.1 lists the types of programs and activities that
are considered to fall into each of these components of SP.
The wide-ranging nature of this definition is immediately apparent when
one considers the different types of activity that are deemed to fall into each
of the above SP components. While the “traditional” components of SP are
included—e.g. social assistance and social insurance along with labor market
policies—so, too, are aspects of early child development such as immunization
and nutrition, which are more usually classified as falling within the health
policies. Similarly, area-based projects such as social funds involve activities
as those found in many integrated rural, urban, and community development

2
3
4

The handbook can be obtained from ADB upon request.
Ortiz, 2001. (p.41).
ADB. 2001. Social Protection Strategy. (p. 13) Manila.
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projects, e.g. community-based infrastructure development. The variety of
activities that ADB includes as falling within SP is shown in Appendix 3 of
the ADB, Social Protection Strategy-Progress Report to the board of Directors,
Manila, 2002. This appendix includes projects such as Rural Health (Viet
Nam), Coastal Community Development and Fisheries (Indonesia), Fisheries
Resource Management (Philippines), Agriculture Sector Development
Program (Mongolia), Basic Education (Laos) and Health and Nutrition Sector
Development Programs (Indonesia). These programs not only involve a much
wider range of activities, but also appear to extend the definition of SP cited
above.
Table 2.1. ADB’s Components and Subcomponents of Social Protection
Component/Subcomponent of Social Protection
Labor Market Programs
Direct employment-generation (micro-enterprise development and public works)
Labor exchanges and other employment services
Skills development and training
Labor legislation (including minimum age, wage levels, health and safety, etc.)
Social Insurance Programs
Programs to cover the risks associated with unemployment, sickness, maternity,
disability, industrial injury, and old age
Social Assistance and Welfare Programs
Welfare and social services targeted at the sick, the indigent, orphans, and other
vulnerable groups
Cash/in-kind transfers (e.g. food stamps)
Temporary subsidies for utilities and staple foods
Micro and Area-based Schemes (Community-Based)
Microinsurance schemes
Agricultural insurance
Social funds (usually involving the construction, operation and maintenance of smallscale physical and social infrastructure)
Disaster preparedness and management
Child Protection
Early child development activities (e.g. basic nutrition, preventative health, and
educational programs)
Educational assistance (e.g. school feeding, scholarships, fee waivers)
Health assistance (e.g. reduced fees for vulnerable groups)
Street children initiatives
Child rights and advocacy/awareness programs against child abuse, child labor etc,
Youth programs to reduce health risks (especially HIV/AIDS and drugs) and anti-social
behaviour. Family allowances (e.g. in-kind or cash transfers to assist families with young
children to meet part of their basic needs)
Source: Derived from I. Ortiz ed. 2002. Defining an Agenda for Poverty Reduction - Proceedings
of the First Asia and Pacific Forum on Poverty, Volume 2, p. 57. ADB: Manila. ADB. 2001.
Social Protection Strategy. pp. 14–22. Manila.
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It should also be noted that the range of SP programs identified in Table
2.1 fall into four general types:
(i) Programs that bring direct and tangible benefits to subgroups of
the poor and the vulnerable through cash or in-kind transfers—
e.g. most social assistance payments, scholarships or other
educational assistance, health subsidies, food/disaster aid, food for
work programs;
(ii) Programs, especially insurance, that provide coverage to a group
far larger than actually direct benefit from the service;
(iii) Programs that benefit communities as a whole rather than
individual households—e.g. social funds, area-based schemes; and
(iv) Legal and legislative measures covering sections of the poor and
the vulnerable, but do not bring “measurable” benefits—e.g. labor
codes, child protection laws.
The feasibility of quantifying expenditures and beneficiaries, the critical
variables as far as the SPI is concerned will vary considerably between each of
these categories of SP activities.
ADB’s Progress Report on the Social Protection Strategy (ADB, 2002) is
contradictory in some senses. The SP projects listed in Appendix 3 reflect the
range of programs listed in Table 2.1 and constitute a very wide portfolio,
including urban infrastructure development/upgrading, fishery sector
development, general vocational and technical education, microfinance, heath
sector development (in general), and forestry development among others. Yet
the footnotes to the tables imply a more restrictive approach.5 Furthermore,
the reported SP activities undertaken by ADB reveal an emphasis on labor
and vulnerability issues as well as the targeting of vulnerable groups. SP training
provided has also been targeted at topics such as labor standards/legislation,
and social security and assistance. Appendix 4 to this report also highlights
the incorporation of basic labor protection safeguards into a number of major
ADB projects. The implication is that the ADB’s current SP activities cover a narrower
and more “traditional” range than is implied by the definition it has adopted.

B. Country Definitions of Social Protection
In order to further explore the issues relating to the definitions of SP, definitions
were reviewed and discussed in the participating countries. It was revealed
5

ADB, 2002. For instance, under Child Protection Programs (Table 5, Appendix 3), the footnote
states that “basic education…projects are normally excluded” yet the Table includes the
Laos Basic Education (girls) project.
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that most countries do not have formal definitions of SP. This is not altogether
surprising as the term “Social Protection” has only been adopted by multilateral
and bilateral development agencies in recent years; it is also not in common
usage in many developed countries. The result of the country analysis was
that SP should definitely include the “traditional” components of SP such as
social insurance, social welfare, and other programs (e.g. health and education
assistance) targeted at vulnerable groups, e.g. the poor, the elderly, the
unemployed/underemployed, the sick, children with special needs, and the
disabled.
Even in the absence of a formal definition of SP, all countries had programs
targeted at most of these groups. For example Viet Nam’s recently adopted
Comprehensive Poverty Reduction and Growth Strategy (CPRGS),6 that is
entitled “Development of Safety Nets for the Poor and for Victims of Natural
Disasters” includes policies to:
(i) provide subsidies/exemptions to the poor for their health and
education costs;
(ii) help disabled and vulnerable people to be more self-sufficient and
integrated into mainstream society;
(iii) expand the coverage of social insurance policies, including
community-based schemes;
(iv) expand SP and safety-net schemes for the poor, the hungry, and
those unable to work and with no other means of support;
(v) protect and educate vulnerable children and those with special
needs (CWSN) e.g. orphans, child workers, street kids, and
disabled children (including victims of HIV/AIDS and Agent
Orange);
(vi) improve labor market access for the poor and the vulnerable;
(vii) enhance the labor legislation to protect workers’ rights and increase
safety at work;
(viii) develop and effective system of emergency social relief solutions;
and
(ix) expand the participation and role of nongovernmental organizations
(NGO) in developing and implementing safety net policies.
Some of the other components implied by ADB’s definition, e.g. health
education and nutrition programs, local infrastructure development, integrated
rural/community development programs, could lead to a definition of SP that
would:
6

Socialist Republic of Vietnam, 2003, Comprehensive Poverty Reduction and Growth Strategy,
Hanoi.
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(i)

include types of programs generally associated with other sectors
such as health, education, and rural development;
(ii) create difficulties in terms of quantification, especially for projects
targeted at communities where implementation and expenditure
are often phased over a number of years. The population will also
continue to benefit from the resulting infrastructure and technical
assistance (e.g. agricultural extension services) for many years
despite the formal completion of the project. How could the
beneficiaries from these programs be related to the annual numbers
of recipients of direct social assistance, pensions, etc.;
(iii) divert attention away from the “traditional” social insurance and
welfare aspects of SP; and
(iv) require a level of resources for data collection and analysis not
available to this study. It was soon realized that obtaining the
required information would be difficult and time-consuming given
the multiplicity and varied nature of current SP projects and
programs, the wide range of implementing agencies (government
and non-government), and the absence of much in the way of
consolidated sources of information.
Although not reviewed in detail, the definition of SP adopted by other
development organizations, if they have them indeed, tend to be narrower
and restricted to the “traditional” components—social welfare and social
insurance. The case of Viet Nam confirms this. The UN/MOLISA report on
Basic Social Services in Viet Nam (Hanoi, 1999) limited their chapter on SP
to social insurance, social assistance, employment services, disaster relief, and
programs for the disabled and children with special needs. The Poverty Task
Force Consultation Document on Reducing Vulnerability and Providing Social
Protection (Hanoi, 2002) widened their discussion also to include mention of
informal household and community-based SP mechanisms, the Hunger
Eradication and Poverty Reduction Program (HEPR), microfinance, crop
insurance, subsidized access to health care, and agricultural extension.
Finally, the 2004 Viet Nam Development Report – Poverty,7 uses the
term “Social Safety Nets” to concentrate on the direct transfer of resources to
households under the Hunger Eradication and Poverty Reduction Program
and the SOE Retrenchment Program, which also involved household level
transfers.

7

ADB et al, 2004.
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C. Key Issues in the Definition of Social Protection
1. Training
ADB’s definition includes training programs (see SPS, p.15). The programs
implicitly referred to are those training programs targeted at particular
vulnerable groups, e.g. the unemployed, women, and the poor. So it does not
seem logical to simply include all vocational training within SP programs to be
enumerated while excluding other forms of tertiary education. More practically,
the inclusion of ongoing training programs operated by enterprises is unlikely
to be feasible due to the absence of any centralized data source.
2. Area-Wide Programs
The Viet Nam study reviews several (but by no means all) major integrated
area development projects implemented by government agencies, international
and national NGOs;8 these projects mostly had a substantial element of foreign
finance. These projects had some or all of the following characteristics:
(i) Their prime objective was poverty reduction;
(ii) They were area-based, usually with a clear geographic focus
consisting of a number of small communities;
(iii) They were multisectoral involving basic infrastructure (roads, water
supply, improved irrigation, electrification, construction of schools,
health clinics, and markets), improved agriculture and husbandry
through extension services and improved inputs, community
development and mobilization, health education, capacity-building
and institutional-strengthening, and microcredit and loans to small
businesses;
(iv) Considerable emphasis on local involvement in the identification,
implementation, and maintenance of projects; and
(v) Securing the involvement of local NGOs and organizations such
as Commune People’s Committees and Council’s, the Women’s
Union, the Farmer’s Association, and the Youth Union.
Although not termed “social funds,” these projects have many similar
characteristics in terms of their aims, their constituent components, their
community-based focus, and the emphasis on local involvement. Arguably,
8

Program 135 and Hunger Eradication and Poverty Reduction/Employment Creation
(infrastructure and commune-based components)—government programs; the Community
Based Rural Infrastructure Project and the Northern Mountains Poverty Reduction Project
(both World Bank), the Improved Livelihoods for Mountainous Communities Project (CIDA),
Area Development Programs (Worldvision).
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they would, thus, fall within ADB’s definition of SP. The same would be true
of other multisectoral projects in the forestry, fishery, and urban development
(slum upgrading) sectors.
It is considered that there are serious difficulties in including these types
of projects within this study:
(i) They are multisectoral and frequently include components e.g.
rural/agricultural development, infrastructure construction, basic
health and education services, that fall more easily within the wider
concepts of overall poverty alleviation and social development
rather than the narrower concept of SP;9
(ii) Costs are incurred over a number of years and the number of
beneficiaries increases similarly. Yet it is not realistic to limit the
number of beneficiaries to those gaining in any one year. Benefits
will persist throughout the economic life of buildings and physical
infrastructure and as long as support in terms of teaching, health
and agricultural extension staff is provided;
(iii) They rarely involve direct transfers of resources to individual
households or significant social assistance or social insurance
components;
(iv) The multiplicity of the programs makes the compilation of relevant
information a daunting task, especially when it becomes necessary
to estimate counterpart funding and to allow for communes
benefiting from more than one project—there are almost certainly
overlaps between Program 135 and programs funded by WB, ADB
and other development agencies; and
(v) Including these programs with annual expenditures exceeding
D2,000 billion and beneficiaries exceeding 10 million is likely to
“overshadow” the equivalent numbers for the “traditional” SP
activities e.g. social insurance and social assistance.
In summary, the inclusion of this type of integrated rural/community
development programs in this study would create methodological problems
in the estimation of costs and beneficiary numbers, and would detract from
the prime objective of this study, which is to develop an SPI and not an Index
for Poverty Reduction or Social Development.

9

ADB’s Social Protection Strategy clearly states that basic education and health programs do
not fall within its definition of SP.
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3. Microcredit/Microfinance
Microcredit and finance (MCF) programs are excluded from ADB’s definition
of SP unless they include microinsurance (which is not generally the case) or
“promote community self-help or other social protection policies.” However,
in some countries e.g. Bangladesh, MCF programs represent one of the most
prevalent forms of assistance to the poor. They also involve a direct transfer of
resources to a vulnerable group, the poor, and very often poor women. The
funds are most often used for income-generating purposes; and evidence
suggests that, in many cases, these programs contribute positively and directly
to the general welfare of recipients, most of whom are poor.
Furthermore, the dividing line between microcredit and loan-based job
creation programs is not always apparent. A program providing loans for the
purchase of a cow or some chickens would normally be seen as a microcredit
program, while loans to purchase several sewing machines would be classified
as a job creation program; but what about loans to purchase a single sewing
machine? Unless a clear demarcation between these two types of programs
can be established, the inclusion of one but not the other would be impractical
even if there was a sound logical case for so doing—which is far from certain.
There were many discussions among the authors and with a third party
on whether to include or exclude microcredit programs from this study. In the
end, the vast majority of experts involved and consulted voted for inclusion.
This is conclusive, in line with the above mentioned arguments and could be
achieved within the scope of this study.
4. Early Childhood Development
Programs included under this subcomponent of SP include immunization,
provision of food supplements/vitamins (e.g. iodized salt, vitamin A), postnatal
and preschool care, and health and nutrition education.
These programs as well as others related to child protection were
reviewed and the conclusion was that there were important methodological
and practical issues:
(i) Whether health programs targeted at young children (e.g.
immunization, child and mother nutrition, heath education) should
be considered to fall under the SP umbrella? These are traditionally
seen as part of the heath sector. Is it logical to include programs
targeted to mothers and children and exclude antenatal care and
family planning? Why should immunization programs be included
but not programs to control other diseases, such as TB, malaria,
and HIV/AIDS, for which there can be considerable funding;
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(ii)

Is it logical to consider preschool education as part of SP when
primary education is specifically excluded? Arguably, SP should
only embrace educational issues where they involve the types of
targeted subsidies or school-cost exemptions;
(iii) The general absence of program-by-program information on
expenditures and beneficiaries of NGO programs targeted at
children, and the multisectoral nature of many of the programs
means that it is virtually impossible to disentangle Child Protection
expenditure (and beneficiaries) from total program expenditure,
even where this is available. Furthermore, the majority of these
NGO programs involve health and nutritional education, and
improving school and health facilities rather than direct transfers
to recipients; and
(iv) How to assess beneficiary numbers when the major components
of projects are advocacy, promotion of child rights, legislative
reforms, training, capacity-building, physical construction, and
equipment; all of which will lead to benefits long after the formal
completion of the project?
With view to these problems, it was decided to exclude ECD programs
from the definition of SP.
5. Implications
The preceding paragraphs raise a number of important issues that need to be
resolved before the task of aggregating statistics leading to the formulation of
an SPI can be undertaken.
The key issue is whether SP is seen as a cross-cutting topic that includes
components from other sectors such as health, education, rural development,
community infrastructure, or whether SP is seen as forming a separate sector
with its own defined programs and policies.
Treating SP as a cross-cutting issue would be consistent with ADB’s
definition of SP. It would also recognize the all-embracing nature of SP, much
as gender issues are treated, i.e. that they occur within, and need to be
addressed by, virtually all sectors and projects. This approach would enable
the inclusion of programs such as immunization, mother and child health
promotion, and community-based infrastructure development. SP would,
therefore, include elements from virtually all sectors. However, it is difficult
to see how the demarcation line between SP, on one hand, and overall poverty
alleviation and general social development, on the other, would be drawn.

060150 SPI Analysis 8.pmd

459

30/06/2006, 3:21 PM

460

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

On the other hand, if SP is considered to be a stand-alone sector, there
would be much greater consistency with national and international definitions
of SP—this will increase the acceptability of the eventual SPI. SP programs
and activities would be defined so as to exclude those that are more traditionally
seen as being part of other sectors and would, therefore, be narrower, with a
primary focus on insurance schemes, social welfare, direct transfers to
vulnerable households via reduced health and education costs, and labor market
programs. Other programs such as area development would then remain within
the ambit of rural development, while preschool education would remain within
education, nutrition within health, etc. This approach would also eliminate
most of the difficult definitional decisions raised in the preceding paragraphs.
It would also enable SP policies and programs to concentrate on those aspects
that do “not” fall within the jurisdiction of other, long-established ministries
and would, thus, reflect the current sectoral approach to policy and program
formulation.
This issue is not just one of semantics. The practicality of collecting the
appropriate data is also critical, especially given the study’s objectives of
formulating an SPI that is simple, replicable, and can be computed with a
minimum of data. The preceding paragraphs have revealed the multiplicity of
activities that would be included with the current ADB definition of SP and
the difficulties involved in providing even the most basic statistical indicators.
Essentially, if all the types of programs listed in Table 2.1 and the
appendices to the above-mentioned Progress Report on the SPS were included
as part of this study:
(i) Few development projects not involving major infrastructure would
be excluded;
(ii) Expenditure and beneficiaries from “traditional” SP activities such
as social welfare and social assistance would, in many cases, only
represent a small minority of total SP expenditure and
beneficiaries. This would considerably weaken the usefulness of
the results, especially given that ADB’s current emphasis in regards
to social protection is on topics such as social and health insurance,
job creation programs and improving labor legislation, standards
and safeguards.
(iii) The difficult issues relating to estimating beneficiaries from
projects not targeted at individual households and with impacts
lasting several years would have to be resolved;
(iv) The data collection task would be monumental and would never
be easily replicable without considerable resources;

060150 SPI Analysis 8.pmd

460

30/06/2006, 3:21 PM

SPI AND MULTICOUNTRY ANALYSIS

461

Bearing in mind these theoretical and practical considerations, it is neither
feasible nor desirable to attempt to obtain information or to construct an SPI
that attempts to cover all the types of projects and programs that are implied
by ADB’s definition of SP. A narrower definition of SP must be adopted in order
to achieve the prime objective of this study, i.e. the formulation of a SPI.

D. Social Protection: Project Definition
Given the above and in order to proceed, it is, therefore, necessary to provide
a definition of SP for the purposes of this study, which takes the above issues
into consideration. The definition that was formulated takes account of the
numerous discussions had related to this topic and the comments received; it
is as follows:
“Social Protection is the set of policies and programs that enable
vulnerable groups10 to prevent, reduce and /or cope with risks, and that are
targeted at the vulnerable groups, involve cash or in-kind transfers; and are
not activities usually associated with other sectors such as rural development,
basic infrastructure, health and education.”
This definition is preferred for the following reasons:
(i) It distinguishes SP activities from those that are traditionally seen
as falling with sectors such as heath, education and early child
development, rural/community development, and infrastructure
provision;
(ii) It puts the emphasis on programs and activities that provide
assistance to clearly defined vulnerable groups;
(iii) It enables the study to concentrate on programs that involve direct
cash or in-kind transfers to these vulnerable groups, which are,
therefore, quantifiable and can thus form part of an SPI ; and
(iv) It is consistent with the great majority of ADB’s current activities
in the field of SP.
Based on this definition, Table 2.2 provides a checklist of the various
types of programs covered by ADB’s definition of SP and states whether or
not they will be included as part of an SPI.
Regarding this table, the following should be noted:
(i) Programs that are generally seen as falling within health or
education sectors such as health education (including HIV/AIDS
10

The primary target groups for social protection policies, which reflect ADB’s definition of
SP, are the unemployed/underemployed, the elderly, the sick, those affected by natural
disasters, the poor, the disabled, and children with special needs.
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Table 2.2. Inclusion/Exclusion of Social Protection Components
Component/Subcomponent
of Social Protection
Labor Market Programs
Direct Employment-Generation
(micro-enterprise development and
public works)
Labor exchanges and other
employment services
Skills Development and Training

Labor Legislation (including minimum
age, wage levels, health and safety, etc.)
Social Insurance Programs
Programs to Cover the Risks
Associated with Unemployment,
Sickness, Maternity, Disability,
Industrial Injury, and Old Age
Health Insurance
Social Assistance and Welfare
Programs
Welfare and Social Services Targeted
at the Disabled, the Indigent, Those
Affected by Disasters and Other
Vulnerable Groups
Cash/In-Kind Transfers (e.g. food
stamps or food aid, subsidized health
costs, land tax exemptions)
Temporary Subsidies for Utilities,
Housing, etc.

Included/
Excluded

Included

Included
Excluded

Included

Comments

Includes loan based programs to
support small businesses, food for
work, etc.
Including retrenchment programs
Unless targeted at particular groups,
such as the unemployed or
disadvantaged children
Not amenable to quantification

Included

Included

Included

Included

Included

Only if imposed in times of crisis and
if targeted at particular vulnerable
groups. General subsidies are
excluded even if their rationale is to
assist the poor.

Micro and Area-based schemes
Microinsurance/Microfinance
Schemes

Included

Agricultural Insurance

Included

Social Funds

Excluded

Microfinance seen as an important
aspect of social protection; however,
mainstream rural credit programs will
be excluded.
Agricultural insurance will rarely be
affordable to the most vulnerable
farmers. Few programs of this type exist.
Except where direct transfers to
households occur. Most social funds
involve community development and
basic infrastructure construction
programs; these are excluded.
continued next page
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Table 2.2. Inclusion/Exclusion of Social Protection Components
Component/Subcomponent
of Social Protection
Disaster Preparedness and
Management

Child protection
Child Rights And Advocacy/
Awareness Programs Against Child
Abuse, Child Labor, etc
Early Child Development Activities

Included/
Excluded

Comments

Included

Reconstruction of physical
infrastructure is excluded. De-mining
programs included. Number of
beneficiaries not amenable to
quantification

Included
Excluded

Not amenable to quantification
Direct assistance for health and
education would be included in
following categories. Otherwise,
these programs essentially fall within
basic health and education
programs, which are excluded.

Educational Assistance (e.g. school
feeding, scholarships, fee waivers)
Health Assistance (e.g. health cost
reduced fees/ subsidized medicines
for vulnerable groups)
Family allowances

Included

Street Children/Child Worker/Orphan
Initiatives

Included

Included

Will generally be included under
social assistance

Included

Would not include transfers through
the tax system

Source: Country reports.

and reproductive health), immunization, nutrition, preschool
education, general vocational and technical education are excluded;
(ii) Programs that fall within the general category of rural/community
development are excluded along with those that concentrate on
the construction of physical assets or social infrastructure, e.g.
schools or clinics;
(iii) Job creation programs are included whether or not they are based
on the provision of loans to employers, usually SMEs;
(iv) Training and subsidy programs are only included if they are clearly
targeted at one or more of the identified target groups;
(v) Programs to improve the quality of teaching or health care in poor
areas are excluded; and
(vi) Microcredit programs are included where they are communitybased, are targeted at the poor households or are associated with
microinsurance schemes. Mainstream rural credit programs are
excluded. This approach was endorsed at the Manila conference.
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This approach will:
(i) facilitate the acceptability of the results by national governments
and international development agencies by not including programs
and activities that are normally seen as being a part of other sectors;
(ii) enable SP strategies and programming to concentrate on a clearly
defined set of activities and projects that fall outside the ambit of
other major sectoral development funding;
(iii) not prejudice the implementation or adoption of any policies or
programs that fall within wider definitions of SP;
(iv) facilitate the development of a statistical database and an SPI in
the six countries that are to be considered in-depth by this study
and will enable a more approximate SPI to be derived for other
countries; and
(v) As this definition is consistent with the great majority of ADB’s
current activities in the field of Social Protection, it is likely to
facilitate rather than hamper ADB’s ability to achieve its current
SP priorities.

III. Formulation of the Social Protection Index –
General Approach
The construction of an SPI is one of the primary objectives of this study. In
this chapter, a brief overview of the approach taken to construct the SPI is
provided including the formulae for the summary indicators for each country,
and how these indicators are scaled and aggregated to produce the overall
SPI. More detail on the indicators and cross-country comparisons of these are
contained in Chapter IV, while Chapter V describes the combination of these
indicators into an overall SPI.
The key indicators that are seen as the building blocks for the SPI are:
(i) the cost of/expenditure on SP programs;
(ii) the coverage of the programs in terms of the number of
beneficiaries; and
(iii) the distributional impact of these programs on the poor in terms
of the proportion of all SP beneficiaries who are categorized as
poor; and SP expenditure on the poor as a proportion of their
incomes/expenditures. This latter indicator can be seen as
providing an indication of the effectiveness of current SP programs.
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Figure 3.1 provides a diagrammatic representation of the process for
constructing the SPI. It was decided that the distributional impact consists
of two indicators: poverty-targeting and impact on incomes/expenditures, for
three reasons:
(i) Poverty-targeting and the amount of SP expenditure going to the
poor relative to their incomes/expenditures reflect substantially
different facets of SP;
(ii) It creates a methodologically simpler, and in our opinion, more
easily understandable approach to the formulation of an SPI; and
(iii) It reduces the need for the scaling of these two components prior
to their combination.
Algebraically the four indicators used in the construction of the
SPI may be defined as follows:

A. Expenditure
The expenditure indicator shows what percentage of a country’s Gross
Domestic Product is spent on SP activities:
S
Es
eB
=∑ s s
s =1 GDP
s =1 GDP
S

Expenditure = ∑

where there are s=1…S social protection programs and Es is the total
expenditure of each program. Since the total expenditure of each SP program
must equal the average expenditure per beneficiary (es) multiplied by the
number of program beneficiaries (Bs-), the numerator of this equation can also
be expressed as esBs. Note that government, private sector, and NGO
expenditures are included in the calculation of Es.
It should be mentioned that the expenditure indicator provides little
information on the demand for SP expenditure. A low percentage of GDP
devoted to SP expenditures can be indicative of either a relatively wellfunctioning and secure economy (in which few SP programs are needed) or an
extremely poor and vulnerable one (in which SP programs are desperately
needed but cannot be funded from a limited tax base). For this reason, it is
not stated that this element of the SPI reflects “affordability.”

B. Coverage
The coverage indicator shows the percentage of people in a country that benefit
from SP programs. Letting B s denote the number of people who are
beneficiaries of (and therefore, protected by) program s and summing over all
SP programs gives:
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S

Coverage = ∑
s =1

Rs
s

∑R

s

S
B
Bs
= ∑ ws s
Rs
Rs s =1

s

where there are “s=1”…”s” is SP programs. “Rs” is the reference population
for program “s” and represents the relevant target group for each type of SP
activity. The weight attached to each type of SP programs is denoted by “ws””
and is calculated by dividing the size of the reference population for that
program by the sum of the reference populations for each type of SP program.
Further details on how the reference populations are determined are provided
in Chapter IV.

C. Poverty-Targeting
The poverty-targeting indicator shows the percentage of the poor in each
country that receives social protection transfers or other SP benefits (such as
free schooling).
S

Poverty Targeting
PovertyT
arg eting = ∑
s =1

S
B IP
Bs I P
=∑ s
P
s =1 H * N

where there are “s=1”…”s” is SP programs; “Bz” is the number of beneficiaries
of program “s;” “P” denotes the number of people living below the national
poverty line; “H” is the headcount index of poverty; and “N” is the total
population.11 The intersection between two groups is represented by “)”” in
this case between SP beneficiaries and the poor, so that “Bs)” P” represents
the number of SP beneficiaries who are poor.
The main difficulty that must be faced in calculating PTR is the extent
to which different SP programs benefit the same poor people. It is common,
for example, for a substantial proportion of poor households in many countries
to receive both social assistance payments and other in-kind benefits such as
food for work or free primary schooling. In Chapter V, we describe two methods
for dealing with this problem of overlaps between poor beneficiaries based on
11

Note that the national poverty lines used in the six studies countries are all based on similar
minimum daily nutritional requirements (e.g. 2,100 to 2,350 calories per person) with a
modest allowance for nonfood expenditures and are, thus, be broadly comparable. It is
preferred using national poverty lines to the $1 a day international poverty line used to
monitor the MDGs because (i) their use avoids the problems associated with purchasing
power parity conversion factors; (ii) where evaluations are available of the poverty targeting
of individual SP programs, they invariably local definitions of poverty; and (iii) national poverty
lines are more meaningful to most policy makers.
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household income and expenditure surveys, and project evaluations/expert
opinions respectively.

D. SP Impact
The final indicator used in calculating the SPI is the ratio of SP expenditures
per capita to the poverty line.
S

Impact =

∑ ( E s ∩ P) / P
s

z

S

=

∑e

s

∩P

s

z

where “z” is the poverty line; “Es” is total expenditure on program “s;” “es” is
the expenditure per beneficiary for program “s;” and “P” is the number of
poor people. The intersection between groups is again represented by “)” “ in
this case between total expenditure and the poor.
The impact of SP expenditures is expressed as a ratio of the poverty line
for two reasons. First, the poverty line represents the minimum expenditure
needed for survival and therefore, represents the minimum consumption needs
of poor and vulnerable people. Second, if SP expenditures per person were
expressed as a ratio of average expenditures (as may seem natural) this would
give undue weight to narrowly targeted programs, which provide substantial
benefits to a small number of beneficiaries (such as pensions). In contrast to
the poverty targeting indicator, it is not necessary to worry about the issue of
overlaps among SP programs when calculating this indicator as the different
SP transfers received by the poor are simply aggregated.

E. Scaling and Aggregation
Having calculated the four summary indicators of SP for each country, these
indicators must be scaled and aggregated to produce the overall SPI. Scaling
is necessary because although the four indicators are all expressed in
percentages, their denominator and therefore, ranges differ. In the interest
of simplicity and transparency, we propose to use the maximum value scaling
method (see Chapter V.b. for the reasons as to why this scaling approach is
preferred):

ScaledValue =

Vi
Vmax

where “Vi “ is the value of the SP indicators and “Vmax” is the maximum value
for this indicator across all countries in the data set.
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Once the summary indicators have been scaled, they are then aggregated
to produce the overall SPI. Since different levels of importance may be
attached to different summary indicators, it may be necessary to weight each
indicator as follows:

SPI = wi Expenditure + w2 Coverage + w3 PovertyT arg eting + w4 impact
where “”wi=1" and the over-scoring represents scaled values.
Different methods for scaling and weighting methods are considered in
Chapter VI.
Figure 3.1. Diagrammatic Representation of the Derivation of the
Social Protection Index
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IV. Social Protection Indicators and Cross-Country
Comparisons
This chapter describes the summary SP indicators for each of the SPI
components—expenditure, coverage, poverty-targeting, and SP Impact; and
presents some cross-country comparisons of these indicators. Unless stated
otherwise, all tables are derived from the information in Annex A.
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A. Social Protection Expenditure
Expenditure on SP programs in each participating country was classified
according to ADB’s Social Protection categories—labor market programs, social
insurance, social assistance, micro and area-wide programs (essentially
microcredit), and child protection. The relative distribution of these five
categories for each of the six countries is shown in Figure 4.1. The absolute
values are contained in Annex A.
Figure 4.1. Social Protection Expenditure by SP Component, 2002-2003
100
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While the pattern of SP expenditure varies between the six countries, it
is dominated, in all countries by expenditure on formal social security schemes
except Bangladesh; these usually incorporate pensions and health insurance.
In Bangladesh, microcredit is, by some way, the largest component. Nepal is
the only other country where microcredit constitutes a comparable proportion.
All countries are also similar in the low proportions of SP expenditure on child
protection and labor market programs. Expenditure on social assistance
programs is significant in all countries except Pakistan and Nepal, and especially
so in Bangladesh and Viet Nam.
The largest SP programs in terms of expenditure for each country are
listed in Annex C (Table A.8). With the exception of Bangladesh, the largest
programs are the formal social security schemes. In all countries, expenditure
on the five largest programs exceeds 84% all SP expenditures.
The preferred summary indicator of SP expenditure is total SP
expenditure expressed as a percentage of GDP (see formula in Chapter III).
Table 4.1 and Figure 4.2 show how this indicator varies between countries.
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Table 4.1. Social Protection Expenditure as a Percentage of GDP
Country

SP Expenditure Value (%)

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

as % of GDP Rank

3.8
1.9
10.5
2.2
2.0
3.5

2
6
1
4
5
3

Source: Country reports.

Figure 4.2. Total Social Protection Expenditure (as % of GDP)
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All countries spend broadly similar percentages of GDP ranging from 2%
to 4%, on SP, with the exception of Mongolia, which spends 10.5% of GDP on
SP activities. It should be noted, however, that the values for Bangladesh and
Nepal would decrease significantly if microcredit programs were excluded
from total SP expenditure.12 The low percentage for Indonesia is partly a
reflection of the fact that very large subsidy on fuel and electricity prices does
not fall within the project’s definition of SP; if this were included, the
percentage would increase to 3.3%.
The inclusion of this summary SP indicator is seen as an essential
component of the SPI. The only alternative that has been suggested is to
express SP expenditure as a percentage of total government expenditure and
then, using a combination of this and the GDP percentage. However, following
discussions, it was decided that this indicator should not be included as a
component of the SPI. The reasons for this decision were:
12

In Chapter 6, we examine how the exclusion of MCF programs would affect the final SPI
values.
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(i)

Government expenditure is already included in the calculation of
GDP;
(ii) The inclusion of total SP expenditures as a percentage of
government expenditure would add complexity to the SPI;
(iii) There could be difficult issues relating to separating government
and nongovernment SP expenditures, which could further
complicate the process; and
(iv) The average weight 13 assigned to this indicator would be
insufficient to significantly affect the overall indicator.

B. Social Protection Coverage
1. How is it best to define coverage?
The second proposed element of SPI is the coverage of SP programs. Unlike
SP expenditure, the selection of an indicator for SP coverage, was by no means
obvious despite the fact that the overall notion of coverage is fairly
straightforward, i.e. the percentage of the population covered by SP programs.
Initially, it was proposed to directly derive a single coverage indicator by
summing all beneficiaries of SP programs by the total population of the country.
This approach was found to be unsatisfactory because
(i) a coverage indicator derived in this way would be difficult to
interpret as there would be no indication of overall need;
(ii) the resultant indicator would be dominated by the largest programs
meaning the smaller child protection and labor market components
would have a minimal impact on the resultant indicator; and
(iii) it would also be necessary to exclude overlaps between programs;14
otherwise, the resultant indicator could approach or exceed 100%,
which would be erroneous and would not improve the acceptability
of the resultant SPI.
The preferred approach is to initially derive separate coverage rates for
key SP target groups—the unemployed/underemployed, the elderly, the sick,
the poor, the disabled, and children with special needs (CSWN). These are
considered to be the key target groups for the great majority of SP activities.
Conceptual reasons for preferring this approach are:

13

14

A Delphi exercise with the participants at the October workshop produced only a 20% weight
for this variable (as against 80% for the GDP ratio); two thirds of participants felt that it
should be excluded altogether.
i.e. People who receive benefits from more than one program.
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(i)

The coverage rates derived for each target group will be more easily
understandable to policy makers in both the national and
international context, e.g. the percentage of the elderly/the poor/
the disabled in a country who are receiving some SP assistance;
(ii) It reflects the way that SP programs and policies are formulated
and targeted; and
(iii) It is consistent with the starting-off point of most PPAs and other
evaluation methods that seek to identify discrete groups of the
poor and the vulnerable.
There are also practical reasons for adopting this approach:
(i) Deriving coverage rates for individual SP programs would make it
difficult, if not impossible, to make intercountry comparisons as
different countries have different types of program;
(ii) Programs within the categories used to classify expenditure can
target different groups—social insurance programs are aimed at
both the old and the sick; social assistance programs can target all
vulnerable groups. Conversely, different categories of SP program
can target the same group. Pensions and some social assistance
are both targeted towards the elderly, while health insurance and
health subsidies are both targeted at the sick. Both these
considerations essentially preclude the derivation of easily
interpretable coverage rates for the five categories that make up
ADB’s definition of SP; and
(iii) The issue of double counting, which would have arisen if the
beneficiaries of all programs had been added up and expressed as
a percentage of the overall population, is largely avoided.
The procedure for deriving the coverage indicator based on key SP target
groups is shown diagrammatically in Figure 4.3. As can be seen, there are five
steps. The following paragraphs describe issues relating to the execution of
these steps.
Compilation of Data on Individual Programs (Step 1)
While the objective of this step is obvious, its execution was far from
straightforward:
(i) there was no centralized data source on information on SP
programs;
(ii) SP programs are implemented by a wide range of government and
nongovernment agencies; and
(iii) Individual agencies did not always have the required information
at hand.
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Figure 4.3. Derivation of Coverage Indicator

Step 1. Compilation of data on beneficiaries of all
SP programs
Step 2. Allocation of SP programs to
target groups
Step 3. Aggregating beneficiaries for
each target group
Step 4. Selection of reference populations and
calculation of coverage rates
for each target group
Step 5. Combination of target group coverage
rates into an overall
coverage indicator

The data collection exercise was, therefore, laborious. In a number of
cases, the required information was simply not available and estimates had to
be made using, for instance, the average level of expenditure per beneficiary
or grossing up from partial data. Thorough cross-checking was also necessary
to ensure consistency between the coverage rates in each country.
Despite these difficulties all the largest SP programs have been identified
and the information is sufficiently accurate to ensure that the resultant
indicators give a realistic picture of current SP activities in the participating
countries. Table A.9 (in Annex C) lists the largest SP programs in each country
in terms of the number of beneficiaries. Most of these programs also figure in
the largest programs in terms of expenditure; however, pro-poor programs are
more likely to be found near the top of the rankings. While these programs
reach more people, they attract much less expenditure than the formal social
security programs.
2. Allocation of SP Programs to Target Groups (Step 2)
Table 4.2 establishes the pairings between SP programs and the key
target groups; it thus provides the basis for the allocation of SP programs for
the purpose of assessing coverage.
It was decided that coverage for microfinance/credit (MCF) programs
should be assessed separately from other programs targeted at the poor for
the following reasons:
(i) the issue of whether or not MCF should be included as part of SP
is a matter for debate;
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Table 4.2. Relationship Between Social Protection Programs and Key Target Groups
Type of SP Program*
All Labor Market Programs (relevant training and
job creation through SME support); Food For Work
Programs; Targeted Public Works Programs
Pensions
Social Assistance to the Elderly
Formal Health Insurance
Microinsurance for Health Care (but not life
insurance schemes, which are more akin to
general saving schemes)
Subsidized Health Costs or Exemptions
Senior Citizen Treatment Allowance
Basic Social Welfare/Assistance Payments; Land
Tax Exemptions; Residential Care for Vulnerable
Groups; Food Aid
But Excluding Education and Health Programs as
well as Those for the Disabled
Microfinance/Credit
All Forms of Assistance Programs for the Disabled
(including recipients of social assistance, training
programs)
Educational Programs (e.g. fee exemptions,
scholarships, school feeding programs, etc.)
All Other Child Protection Programs

Target Group
The unemployed and
underemployed
The elderly
The sick

The poor

The disabled

Children with special needs (CWSN)

*These are generic programs and will vary from country to country.

(ii)

MCF programs, which involve loans, are qualitatively different from
other social assistance programs that essentially involve targeted
transfers; and
(iii) to avoid the need to deal with potential overlaps between MCF
and other social assistance programs.

It should also be noted that the objective for this indicator is to get the
overall coverage rate for each target group. Some programs target more than
one group, e.g. assistance to the elderly who are poor; similarly, with food for
work programs that would go to both the unemployed and poor categories.
The same applies to social insurance schemes that provide both pension and
health care benefits and microcredit programs that also include microinsurance
for health. In these cases, the program beneficiaries have been allocated to
both the relevant target groups: e.g. beneficiaries of social assistance programs
targeted at the elderly will be allocated to both the elderly and the poor target
groups. There are three other points that need to be mentioned.
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Coverage of P
ensions. The number of those currently receiving pensions
Pensions.
rather than the number of people belonging to pension schemes should be
used in the calculation of coverage of pensions. Reasons for this are:
(i) the number of people receiving pensions will relate directly to
the current expenditure on pensions;
(ii) using pension scheme membership would preclude deriving an
overall coverage rate based on the number of old people; and
(iii) pension scheme members will be included in the coverage rates
when they attain pensionable age and the coverage rates are
updated in future years. This objective of this study is to assess
Social Protection today, not what it will be in the future.
Coverage of the Sick. In contrast to the approach with pensions, it is
felt that is more logical to use the number of persons who could receive
assistance with health care, i.e. scheme members, rather than those actually
benefiting in a particular year. Firstly, the basic objective of health care
insurance and subsidy programs is to ensure that everyone who needs health
assistance can receive it. Secondly, it is very difficult, if not impossible, to
obtain data on the number of persons with health insurance (or who were
eligible for subsidized treatment) who actually sought treatment. Thirdly, in
order to derive a coverage rate, it would be necessary to estimate the number
of persons who actually needed assistance, i.e. were sick enough to need
treatment and medication; this was considered to be impractical.15
“ Young” P
ensioners. In two countries, Mongolia and Pakistan, it was
Pensioners.
found that a substantial proportion of pensioners were not of pensionable age
due to early retirement (both countries) and pensions being granted to disabled
persons (Mongolia). In both cases, estimates of “old,” “young,” and “disabled”
pensioners were obtained. “Old” pensioners were allocated to the elderly target
group and “disabled” pensioners to the disabled category. The remaining
“young” pensioners were assigned to the unemployed/labor market category as
(i) these beneficiaries could not be excluded from the calculations
altogether;
(ii) their inclusion with “old” pensioners would distort the subsequent
calculation of the coverage rate, and
(iii) the provision of early retirement pensions can be seen as a type of

15

Overall morbidity estimates are rarely available and even where available would not provide
an accurate reflection of the need for health care. They would not, for instance, include the
needs of pregnant women and new mothers.
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unemployment/retrenchment benefit,16 even if it many of these
beneficiaries are likely to have obtained new employment.
3. Aggregating Beneficiaries for Each Target Group (Step 3)
This step involves summing the beneficiaries of all programs providing
assistance to each target group. In most cases, this is straightforward. It is,
however, necessary to exclude overlaps between different programs for the
same target group, e.g. recipients of food aid who also benefited from other
social assistance programs. In practice, this did not prove to be a major issue
as most programs for each target group were aimed at different subgroups.
Estimates of the amount of overlap were made where these were considered
to exist and be significant enough to considerably affect the resultant coverage
rates.
4. Selection of Reference Populations and Calculation of Coverage Rates
(Step 4)
Having obtained the number of beneficiaries for each SP program category, it
is now necessary to identify the reference populations that will be used to
derive the coverage rates. Throughout the study, there has been considerable
debate over how to define these reference populations.
The intuitive approach is to define the reference population in such a
way that it approximates the target group. This can be termed the narrow
definition of the reference population. For three of the Table 4.4 categories,
e.g. the definition of the reference population is obvious: the number of persons
aged over 60 years17 and over for the elderly, the number of disabled in the
country, and the total population for health coverage.
In other cases, e.g. for the labor market programs, the target population
is not so easy to define—the unemployment rate is of limited use in many
developing countries and underemployment (defined in terms of hours of
work) takes no account of low productivity and low remuneration employment.
There can also be problems where countries target their pro-poor programs
using criteria other than the official poverty line; in these cases, even if one
could estimate the size of the target groups actually used, the resultant coverage
16

17

The alternative would have been to include this group in the social assistance category. As
members of this group will mostly come from the formal sector, they are less likely to be poor,
it seems more logical to see this “benefit” as compensation for unemployment rather than
poverty.
It is recognized that retirement ages vary between countries and by gender. However, in
order to ensure comparability between countries this definition for the reference population
has been used.
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rates would not be comparable across countries.18 There may also be programs
that cut across those defined for this study, e.g. the Vietnamese war invalids
and heroes program which benefits both the old and the disabled, and the
pension schemes in Pakistan and Mongolia which include many pensioners
below normal pensionable age and who are unlikely to be poor.
These problems are largely overcame if a wide definition for the reference
population is used that essentially includes the entire population who could
receive benefits from the identified programs. However, the resultant coverage
rates will inevitably be lower if a larger reference population is used and they
will be inherently less meaningful as they take no account of the size of the
actual target group.
Table 4.3 presents the definitions of the narrow and wide reference
populations. It should be noted that for three of the target groups—the elderly,
the sick, and the disabled—only one reference population is considered to be
viable. The coverage rates themselves are then simply obtained by dividing
the number of beneficiaries by the reference population; these rates are
presented in Tables A.5 (Narrow reference population) and A.6 (Wide reference
population) in Annex A.
Table 4.3. Alternative Coverage Reference Populations
Category/Target
Group

Reference Population —
Narrowly Defined*

Reference Population —
Widely Defined

Labor Market Programs/
Unemployed &
Underemployed

Unemployed +
underemployed

Total labor force

Assistance to the Elderly
Health Care Assistance
The Poor—Social
Assistance
The Poor—Microcredit
Assistance to the Disabled
Child Protection

Population Aged 60+ years
Total population
Poor population**

Population aged 60+ years
Total population
Total population

Poor population
The disabled population
Poor children, aged 5-14
years***

Total population
The disabled population
All children, aged 5-14
years

* i.e. to approximate the primary target population.
** Defined according to the official national poverty line.
*** Defined in this way as the majority of applicable programs involved educational assistance,
especially for primary and lower secondary schooling.

18

In many cases, especially for social assistance programs there will be “leakage,” i.e. where
beneficiaries fall outside the defined target group.
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Whether to use the narrow or wide reference populations was extensively
discussed. Finally, the authors became increasingly convinced that it is
preferable to use the narrow reference population as the basis for assessing SP
coverage, despite the above-mentioned shortcomings. The reason is that any
indicators used in this study should be capable of interpretation.
Using a wide reference population for some target groups would not
achieve this. To say that child protection programs cover x% of the child
population in the country means little as it contains no indication of the number
of children who are likely to be in need. The same applies if one says that y%
of the total population receives social assistance or that labor market programs
reach z% of the total labor force. Coverage rates based on the wide reference
population will also be much lower and could, therefore, be seen as representing
a policy failure, which would not be the case if the actual target group represents
only a small proportion of the wide reference population.
Accordingly, the coverage rates shown in Figures 4.4 and 4.5 are based
on the narrow reference population (Table A.5 of Annex 1). We have however
examined how the definition of the reference population can affect the overall
coverage indicators and the resultant SPI values (see VI.B).
As can be seen from these figures, coverage rates vary widely among
countries and among the categories of programs; little generalization is possible.
Out of 4219 coverage rates, only 13 exceed 30%, five of which exceed 50%.
Conversely, 17 (almost 40%) are below 10%; in no category do all countries
coverage rates exceed 10%. In most cases, one or two countries have much
higher coverage rates than the others; the most obvious exception to this is
microcredit where the coverage rates range from 5% to 20%. In the four
categories, the country with the highest coverage rate is Mongolia; in two
categories, it is Indonesia; and in one, Nepal. Coverage rates for Pakistan are
uniformly low both absolutely and relative to other countries except for labor
market programs (LMP), where the high coverage rate reflects the number of
pension recipients below retirement age; this factor also increases LMP
coverage in Mongolia. Coverage rates for Bangladesh are also low for most
categories. Only Mongolia and Viet Nam achieve significant coverage of the
disabled, while only three (Indonesia, Nepal and Viet Nam) do so for children.
This variability shows that countries have very different approaches and
priorities to the provision of SP.
Combination of Coverage Rates into a Summary Coverage Indicator (Step 5).
Unlike the information on expenditure, which consisted of just one indicator,
the coverage component involves seven indicators that need to be combined
19

Seven target groups for each of six countries. Table A..5 contains the coverage rates.
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Figure 4.4. Social Protection Coverage Rates (1)

% of Narrow Reference Population

100.0
90.0
Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

80.0
70.0
60.0
50.0
40.0
30.0
20.0
10.0
0.0
Labor Market Programs

Health

Social Assistance

Microcredit

Figure 4.5. Social Protection Coverage Rates (2)
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into a single summary indicator. During the course of the study, three potential
approaches have been identified:
(i) taking the arithmetic mean of the individual coverage rates;
(ii) deriving a weighted average based on the size of the reference
populations; and
(iii) assigning weights derived from a Delphi exercise involving all the
experts participating in this study.
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The main advantages and disadvantages of each of these approaches are
summarized in Table 4.4.
Table 4.5 presents the weights that would be assigned using the weighted
and unweighted approaches. Using weighted populations gives much greater
weight to health care, where the reference population is the total population,
and correspondingly less for programs targeted at the elderly, the unemployed,
the disabled, and children. Weighting for the programs targeted at the poor,
social assistance, and microcredit hardly change.
Table 4.5 also shows the “assigned” weights (column 3) that were obtained
from a Delphi exercise.20 These assigned weights unsurprisingly lay between
those from the other two approaches. They are also virtually identical to those
obtained by simply averaging the other two sets of weights (column 4).
Table 4.6 and Figure 4.6 show how the choice of weighting method affects
the overall coverage indicator in each country. Essentially, the summary
indicator increases for countries with high coverage rates for health care (e.g.
Indonesia and Mongolia) and decreases for countries (e.g. Nepal and Viet
Nam), which have high coverage rates for some of the smaller target groups,
e.g. children, the disabled and the elderly. The scaling values exhibit similar
changes; these changes are, however, too small to induce any change in the
Table 4.4. Alternative Approaches to Deriving Overall Coverage Indicator
Approach
Using an
“Unweighted”
Average

Advantage
The coverage rates for
each target group are
given equal weight.

Disadvantage
Indicator will not reflect differences in the
size of the target groups, e.g. between
health insurance (large), the elderly (quite
small) and the disabled (very small).
Does not take into account expert opinion.

Using a
“Weighted”
Average

Index reflects scale of
each component element.

Index is dominated by larger target groups;
smaller ones have minimal impact on
overall indicator.
Does not take into account expert opinion

Using
Assigned
Weights

Takes into account expert
opinion.

Expert opinion will vary between different
stakeholders and countries.How to derive
these weights?

Source: Authors.

20

Participants were given a form with three options: (i) to use the unweighted average, (ii) to
use the weighted average, or (iii) to assign their own weights.
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Table 4.5. Alternative Weighting of Coverage Rates
Weighting Approach
SP Program Category/
Target Group

Unweighted

1 (%)
Labor Market Programs
Assistance to the Elderly
Health Care Assistance
Social Assistance
Microcredit Programs
Assistance to the Disabled
CSWN 143%
Total 100%

By
Reference
Population
2 (%)

14.3
14.3
14.3
14.3
14.3
14.3
4
100

5
4
50
16
16
5
9.8
100

Assigned
(Manila
Conference)
3 (%)

Average of
Unweighted/
Weighted
4 =(1+2)/2 (%)

9.9
10.6
32.1
15.1
12.4
10.1
9.2
100

9.7
9.2
32.2
15.2
15.2
9.7

*These factors are derived from an all country average.
Source: Authors’ analysis.

Table 4.6. Overall Coverage Rates Using Alternative Weighting Approaches
Coverage Rate*
Country
Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

UnAverage
Weighted
Weighted weighted ***
(%)
(%)
(%)
10.7
27.4
49.1
17.0
10.3
25.6

10.5
31.0
50.1
13.8
6.5
23.7

10.2
34.6
51.1
10.5
8.4
21.7

Scaled Value**

Ranking

UnAverage
Weighted
All
weighted weighted***
methods
0.22
0.56
1.00
0.35
0.21
0.52

0.21
0.62
1.00
0.28
0.13
0.47

0.20
0.68
1.00
0.21
0.17
0.42

5
2
1
4
6
3

* Using the narrow reference population.
** From Table 4.5.
** V I / V max where V I is the country value and Vmax is the maximum value (Mongolia) amongst
the 6 countries, (see Chapter V.B).
*** Using the Table 4.5 Column 4 weights—the average of weighted and unweighted values,
which are very similar to the assigned rates (Column 3 of Table 4.5).
Source: Authors’ analysis.

country rankings. Values using the average of weighted and unweighted
approaches are predictably midway between those using either of these
approaches.
The selection of the preferred weighting method to derive the overall
coverage indicator is essentially a matter of choice: using the weighted average
implicitly means giving greater importance to the coverage of health assistance.
Conversely, using the unweighted (arithmetic) average gives greater
importance to programs targeted at the smaller groups. There is no clear
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justification for preferring either of these weighting methods over the other.
Unsurprisingly, therefore, there was considerable diversity of expert opinion
on these issues.
Given the above, it is considered to be most appropriate to use the weights
obtained by averaging those implied by the unweighted and reference
population weighted approaches (see Col. 4, Table 4.5); this can be called the
“average weighted” approach. These “average” weights are virtually identical
to the responses obtained from the Delphi exercise. It is also logical that the
overall coverage indicator should reflect the relative size of the reference
populations while ensuring that the smaller target groups make a significant
contribution to the overall indicator.
Using this approach, it can be seen (from Figure 4.6) that one country
(Mongolia) has an overall coverage rate exceeding 50%; two (Indonesia and
Viet Nam) have coverage rates between 20% and 30%; while the other three
(Bangladesh, Nepal and Pakistan) range from 6% to 13%.
Figure 4.6. Overall Coverage Rates (Using Narrow Reference Population)
60.0%
Unweighted

50.0%

Average Weighted
Weighted

40.0%
30.0%
20.0%
10.0%
0.0%
Bangladesh

Indonesia

Mongolia

Nepal

Pakistan

Viet Nam

C. The Poverty-Targeting Rate
Given ADB’s over-arching goal of reducing poverty and the fact that most
social protection programs have, directly or indirectly, similar objectives, it is
essential that the SPI includes a measure of the extent to which a country’s
SP activities reach the poor. Two alternative approaches to defining this
indicator—the PTR—were considered:
(i) Obtaining separate indicators for each of the major groups of
programs—as was done for coverage—and then combining these
into a single PTR; and
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Directly obtaining an overall estimate of the pro-poor targeting of
major SP programs, i.e. poor beneficiaries of SP programs as a
percentage of the poor population.

In the early stages of the study, there was a preference for the first
alternative, essentially using the same approach as for the summary coverage
indicator, on the basis that deriving an overall poverty-targeting rate would be
difficult without unit record household income and expenditure survey data.
Following discussions, however, it was felt that a simpler approach should be
adopted, which led directly to an overall PTR (the second alternative). This
approach eliminates the need for the subsequent combination and weighting
of PTRs for individual programs or reference groups. The preferred PTR is
given by dividing the total number of poor beneficiaries by the poor population
(see formula in Chapter III).
Deriving the PTR requires the two sets of information:
(i) An estimate of the number of poor beneficiaries for each of the
identified SP programs; and
(ii) An estimate of the overlaps between these programs, so as to avoid
the double counting of beneficiaries, i.e. households receiving
benefits from more than one program.
The required information can be obtained either through knowledge of
the poverty-targeting of each program (the ad hoc approach) or through the
analysis of household income and expenditure survey (HIES) data. The second
approach is likely to yield the more robust results because:
(i) The agencies responsible for executing the major SP programs
rarely maintain data disaggregated by poor and nonpoor households;
and
(ii) HIES data on SP programs permits both calculation of PTRs for
individual programs and the estimation of the overlaps between
programs.
HIES data of varying degrees of comprehensiveness was available in
Indonesia, Pakistan and Viet Nam. For these countries, the authors undertook
their own analysis to obtain information on SP programs and used this to derive
the PTRs, supplemented by the ad hoc approach for SP programs not covered
by HIES data.
The ad hoc approach involves some or all of the following:
(i) identifying SP programs where the poverty-targeting is obvious,
such as the social assistance programs targeted at the very poor
where the PTR is likely to be close to 100%. In contrast, pension
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and health insurance schemes that only benefit government
servants and formal sector employees may be expected to have
PTRs close to zero;
(ii) obtaining PTRs from reports where necessary in order to make
adjustments for the poverty line used;
(iii) estimating PTRs in discussions with officials responsible for the
programs; and
(iv) professional judgment.
Multiplying the PTRs by the number of beneficiaries and summing these
provides a high estimate of the total number of poor beneficiaries. It is a high
estimate as there will be overlaps between programs in most countries,
especially those with several major programs. In Viet Nam, for instance, total
poor beneficiaries would exceed 100% if there were no overlaps; this is clearly
implausible. Fortunately, in Viet Nam, as well as Pakistan and Indonesia, these
overlaps can be identified from the analysis of the household surveys. In other
countries, an ad hoc approach had to be adopted. After identifying the largest
SP program and those with compelling evidence that there was either a
complete overlap (e.g. as between microinsurance and microcredit) or no
overlap (e.g. food for work and disability programs), overlap rates were assigned
based on a combination of professional judgment and the PTR starting with
largest program.21
The overall PTR was obtained by applying the overlap rates to the “gross”
poor beneficiaries, summing, and then, dividing by the poor population in
each country.22 The results are presented in Figure 4.7 for the six participating
countries. The figure shows that three countries, Viet Nam, Mongolia, and
Indonesia have PTRs in excess of 50%, i.e. more than half the poor population
receive some form of SP. The PTRs of Nepal and Bangladesh lie between
25% and 35%, while in Pakistan it barely exceeds 5%.
Table A.10 (Annex A) lists the largest SP programs in terms of the total
number of poor beneficiaries. With the exception of Nepal, the five largest
programs account for at least 92% of all poor beneficiaries. These programs,
with the possible exception of MCF, are almost explicitly targeted at the poor,
e.g. food aid, health, and educational assistance. Regular social assistance
programs also figure in the calculation of the PTR, but are usually lower down
the list.
21

22

If, for instance, 25% of the poor population were beneficiaries of the largest program, it is
reasonable to assume that 25% of the poor beneficiaries of other programs will also receive
benefits from the largest program, in the absence of other information.
Obtained by multiplying the total population of the country by the latest available estimate
of the poverty headcount ratio.
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Figure 4.7. Poverty-Targeting Rates
80.0

% of Population

70.0
60.0
50.0
40.0
30.0
20.0
10.0
0.0
Bangladesh

Indonesia

Mongolia

Nepal

Pakistan

Viet Nam

D. Impact of SP Programs on Household Incomes/
Expenditures
While the PTR provides an indication of the extent to which SP programs
reach the poor, it gives no information on the magnitude of the assistance
provided. This is a crucial issue and any SPI developed without taking this
aspect into consideration would be deficient. Therefore, an indicator is derived
reflecting the impact of SP transfers to the poor on their incomes/expenditures.
Given the name of this project, “Social Protection Index for Committed Poverty
Reduction,” it was felt that the indicator had to be based on the amount of SP
expenditure going to the poor. Both the numerator (i.e. the amount of SP
expenditure) and the denominator (the income variable) have to be defined.
The key data required is the amount of SP expenditure going to the
poor. The ideal approach would be to derive this variable by analyzing HIES
data on the income received from different SP programs. This approach is not
generally considered to be feasible because:
(i) The unit record HIES data may not be publicly available or may
be very dated (as in the case of Nepal);
(ii) The HIES must include questions on the major SP programs and
on the amount of transfer income received from them.
Furthermore, the quality of the resulting data must be good. In
our experience this is not always the case, particularly in regards
to income from irregular relief for emergencies from NGOs or other
sources. Missing values can also be significant problem, e.g. where
someone states that they have received a particular benefit, but
there is no corresponding data for the value of this benefit.
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(iii) Imputation is necessary to estimate the value of transfers in-kind,
e.g. exemptions from school and health fees, community taxes of
Food for Work. The values of these benefits will not always be
known to the beneficiary;
(iv) The time and technical expertise required to manipulate unit
record HIES data in this way is substantial, and may not be available
in every country; and
(v) HIES are usually only conducted every three to five years, thus
precluding the more frequent updating of the SPI.
SP expenditure to the poor can, however, be estimated by using data on
program expenditures and the PTRs. Multiplying program expenditures by
the already derived PTRs and summing gives an estimate of the total SP
expenditure going to the poor. The procedure is actually simpler than deriving
the PTR as there is no need to consider the overlaps between programs. The
resultant total SP expenditure going to the poor is then divided by the poor
population to give the average per capita SP expenditure going to the poor.23
This methodology assumes that average benefits from a program to the poor are
the same as to the not poor, and that this may not hold true for some programs,
e.g., pensions. However, no alternative to this assumption could be identified.
The alternatives considered for the denominator of the impact indicator
were poverty line income and the poverty gap. While using the poverty gap
has its attractions, it was felt that its use could be problematic as:
(i) up to date estimates of the poverty gap might not be available;
(ii) it would be necessary theoretically to adjust the amount of SP
expenditure before calculating the ratio;
(iii) the resultant indicator would be less straightforward and therefore,
less understandable to policy makers; and
(iv) it would be difficult, if not impossible, to estimate the extent of
SP transfers, which are already included in the expenditure
estimates on which the poverty gap is based.
In contrast, poverty lines are updated more frequently and are more
understandable to nontechnical people. Discussions among the authors and
23

At first sight, a simple ratio of SP expenditure on the poor to total per SP expenditure also
looks promising. This ratio would, however, be linked to the level of poverty in each country,
which would preclude intercountry comparisons. The ratio could be “standardized” by
dividing by the poverty level. While informative, this indicator would partly replicate the
PTR and would give no indication of how average SP expenditure compare to the incomes
of poor households.

060150 SPI Analysis 8.pmd

486

30/06/2006, 3:21 PM

SPI AND MULTICOUNTRY ANALYSIS

487

external experts led to the result that the poverty line income rather than the
poverty gap should be used as the denominator for the impact indicator.
Nevertheless, Chapter 6 contains a sensitivity test that examines how using
the poverty gap could influence the SPI results.
Consideration was also given to weighting this indicator by the percentage
of poor beneficiaries to give per capita SP expenditure to the poor as the
percentage of poverty line income for beneficiary households only. While
intuitively attractive, it was realized that this approach could produce counterintuitive results. If, for instance, a large SP program with a wide coverage of
the poor was introduced but the level of benefits provided per capita was very
low, total SP expenditure on the poor would increase but the proportionate
increase in beneficiaries would be greater, thereby, reducing the overall ratio.
It was felt that this “paradoxical” outcome would be confusing to policy makers
and could reduce the acceptability of the resultant SPI.
The preferred approach to the calculation of the impact indicator is,
therefore, to use the poverty line income24 as the denominator with per capita SP
expenditure to the poor as the numerator (see Chapter III for the actual formula).
The largest programs in terms of their expenditure on the poor (Table
A.11, Annex C) are a mixture of pro-poor programs and formal sector schemes,
which despite low PTRs, provide a significant expenditure to the poor. In
four of the six countries, the five largest programs provide over 90% of total
SP expenditure to the poor. The exceptions are Viet Nam and Mongolia, which
arguably have the widest range of SP programs among any of the six countries.
The impact summary indicators obtained for the six participating countries
are presented in Figure 4.8. The highest impact indicator (21%) is achieved
by Mongolia, followed by Bangladesh (15%), Viet Nam (12%), and Indonesia
(11%). The impact indicators for Nepal and Bangladesh are less than 7.5%.

% of per Capita Poverty Line Income

Figure 4.8. Social Protection Impact Indicators by Country
25.0

24

The official poverty line is used whether it is based on per capita income or expenditure.

20.0
15.0
10.0
5.0
0.0
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V. The Formulation of the Social Protection Index
A. The Summary SP Indicators
This chapter describes the preferred approach to formulating an SPI.
Throughout the study, it was considered that the SPI should be modelled like
the Human Development Index developed by UNDP in the mid-1990s. The
HDI is now commonly used as an indicator for making cross-country
comparisons concerning countries’ economic and social development; and
modelling the SPI on the HDI will increase the likelihood of the SPI becoming
widely accepted. Key features of the HDI are:
(i) the use of just three components to reflect health, education, and
standard of living respectively;
(ii) the use of only four indicators—two for education and one each
for health and standard of living; all of which require data that are
collected routinely by national statistics offices and international
development organizations and are easily understood by policy
makers; and
(iii) simple scaling and weighting procedures.
These are all desirable features as they make the HDI computationally
straightforward and easily understandable, and to an extent possible, these
were replicated in the preferred formulation of the SPI by:
(i) minimizing its constituent indicators;
(ii) ensuring that these indicators are understandable and meaningful;
and
(iii) using simple weighting and scaling procedures.
The preceding chapter described our four preferred constituent SPI
indicators, the rationale for their selection, and the procedures needed to derive
them; they are summarized25 in Table 5.1, while Table 5.2 presents the derived
indicators for each country. This chapter will describe the scaling and weighting
steps needed to transform these indicators into a single SPI.
Table 5.2 shows that the rankings for the different indicators are broadly
similar. For all countries except Bangladesh and Indonesia, rankings do not
vary by more than one between the indicators. Bangladesh and Indonesia
exhibiting contrasting patterns: low coverage but “high” expenditure for
Bangladesh (due especially to the importance of microcredit) with Indonesia
showing the reverse—low expenditure but high coverage.
25

The mathematical formulations are presented in Chapter III.
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Table 5.1. Definition of Summary SP Indicators
Component

Description

Comment

Social Protection Expenditure
(SPEXP)
Social Protection Coverage
(SPCOV)

SP expenditure as % of GDP

Poverty-Targeting Rate (PTR)

Poor SP beneficiaries as %
of poor population

Social Protection Impact
(SPIMP)

Per capita SP expenditure
on the poor as % of current
poverty line

Combination of coverage
rates of 7 priority target
groups

Using the narrow reference
population and a
combination of
unweighted and weighted
means (see Chapter IV.B.6)
Double counting of
beneficiaries needs to be
allowed for
Similar methodology as
PTR, but no need to allow

Table 5.2. Summary SP Indicators by Country
SP Indicator
(percentage)

Country

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam
Max. Value
Min. Value

SP Indicator
(ranking)

SPEXP

SPCOV*

PTR

SPIMP

SPEXP

SPCOV

PTR

SPIMP

3.8
1.9
10.5
2.2
2.0
3.5
10.5
1.9

10.5
31.0
51.1
13.8
8.4
23.6
51.1
8.4

34.0
73.0
60.0
26.0
5.3
51.0
73.0
5.3

15.0
11.0
21.0
7.0
2.0
11.6
21.0
2.0

2
6
1
4
5
3

5
2
1
4
6
3

4
1
2
5
6
3

2
4
1
5
6
3

PTR = poverty-targetting; SPCOV = Social Protection Coverage; SPEXP = Social Protection
Expenditure; SPIMP = Social Protection Impact.
* Using the narrow reference population and weighting by a combination of weighted and
unweighted means (see Chapter IV.B.6).
Source: Country Reports; authors’ analysis.

The authors are confident that this approach26 is the one that should be
adopted. Alternative formulations for the SPI and its summary indicators have
been suggested. Chapter VI reviews some of these and examines how the
resultant SPIs compare.

26

To a large extent, this was the approach presented in the Inception Report.
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B. Scaling of Indicators
Having calculated the four summary indicators of SP for each country, these
indicators must be scaled and aggregated to produce the overall SPI. Scaling
is necessary because although the four indicators are all expressed in
percentages, their denominators and therefore, ranges differ. If the four
indicators were left unscaled, those with the highest percentages (such as
coverage and poverty targeting) would dominate the final index.
Several alternative scaling methods were considered. Their formulations,
advantages, and disadvantages are summarized in Table 5.3.
Table 5.3. Alternative Scaling Methods
Scaling Method

Formulation

The HDI method

(Vi - Vmin) /
(Vi - Vmax)
Vi / Vmax

Dividing the country
value (Vi) by the
highest value in the
data set

Advantage

Disadvantage

Enables comparisons over
time.
Creates an upper-bound
for the range of values
Simpler than the HDI
methodProvides an
upper-bound for the
range of values

Maximum and minimum
values have to be preset/
assigned
Highest country value
likely to vary over time
making it difficult to
examine longitudinal
changes.

Dividing Vi by the
lowest value in the
data set

Vi / Vmin

Provides a more positive
set of results as it shows
how well a country is
doing relative to the
country with the lowest
level of SP provision

No upper-bound on values

Dividing Vi by the
average (or median)
value in the data set

Vi / Vmean

Provides a range of
scaled values based on
the “average” country
rather than one with
abnormally good or bad
SP provision

Difficult to examine
changes over time as
minimum/mean values will
change

Scaling using minimum or average values is not considered desirable, as
there would be no defined upper-bound for the range of scaled values. In
contrast, both the HDI and dividing by the maximum value provide an upper
limit of 1 to the scale values, which is considered to be desirable.
An important feature of the HDI method is that by assigning minimum
and maximum values that remain constant, it provides a basis for comparing
the evolution of SPIs over time. With Vi / Vmax, this will not be the case, as
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recalibration will be required every time a country with a higher scaled values
enters the dataset or the indicators of the country with the highest scaled
values for each indicator alter. One could reasonably assume 0 as the minimum
value for the four indicators although in this case, the HDI formula reduces to
Vi / Vmax method. One could also assume maxima of 100% for the coverage and
the poverty-targeting indicators; but with a dataset of only six countries, there
is no basis for assigning maximum and minimum values to the expenditure or
impact indicators. The HDI method could also be adapted by using the
minimum and maximum values of our dataset, but this would: (i) introduce 0
values, which is not considered desirable; and (ii) would not get over the issue
of recalibration.
In consequence, it was considered that the best approach at present is
to scale using V i / V max (a). it is simple to understand; (b). it is more
straightforward than the HDI method; and (c). ‘0’ values cannot occur. In the
longer term, when the dataset is considerably enlarged, it may however become
desirable to assign maximum and minimum values and to recalculate the SPI’s
using the HDI methodology in order to facilitate time series comparisons of
SP provision.
Table 5.4 and Figure 5.1, in the form of a star graph, show the resultant
scaled values for the four SPI components
The main conclusion that emerges from Figure 5.1 is that countries have
similar rankings for all four indicators. Rankings of four of the six countries are
virtually identical for all indicators. Mongolia has the highest values for three
of the four indicators. At the other extreme, Pakistan consistently has the
lowest indicators followed by Nepal. Viet Nam ranks third for all indicators.
Only Bangladesh and Indonesia have rankings that change significantly: from
two to five for Bangladesh and from one to six for Indonesia. Indonesia has
high rankings for the two coverage components, but low rankings for the
Table 5.4. Scaled Values of Summary SP Indicators by Country
Country

SP Indicator (scaled values)

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

SPEXP

SPCOV*

PTR

SPIMP

0.36
0.18
1.00
0.21
0.19
0.33

0.21
0.62
1.00
0.27
0.17
0.47

0.47
1.00
0.82
0.36
0.07
0.70

0.71
0.52
1.00
0.33
0.10
0.55

SPIMP = Social Protection Impact.
* See note to Table 5.2.
Source: Country Reports; authors’ analysis.
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Figure 5.1. Star Graph of Summary SP Indicators

expenditure components. Bangladesh exhibits the reverse pattern scoring
highly on the expenditure and impact indicators, but lower in terms of coverage
and poverty-targeting.

C. Weighting of SPI Components
The final stage in calculating the SPI is the application of weights to the
scaled values of the four SPI components contained in Table 5.2.
There are two basic approaches for deriving these weights:
(i) Giving equal importance to each component, as is the case for the
HDI. As the SPI combines four indicators, the weight assigned to
each is 25%; and
(ii) Assigning weights obtained from a Delphi exercise.
It should be noted that the HDI uses equal weights, although no
justification other than simplicity is given for this approach.
In order to assess expert opinion, two Delphi exercises was carried out
among experts, partly involving the same people. The results are presented
in Table 5.5.
The key findings from Table 5.5 are the similarity between the results
of both Delphi exercises and between these results and those one would get
with equal weighting. Accordingly, equal weighting of the four SP indicators
should be used to derive the overall SPI, as it is both the simplest approach
and differs little from the weights obtained from our assessment of expert
opinion.

060150 SPI Analysis 8.pmd

492

30/06/2006, 3:21 PM

SPI AND MULTICOUNTRY ANALYSIS

493

Table 5.5. Weighting of SP indicators
SP Indicator

Equal Weighting

SPEXP
SPCOV
PTR
SPIMP

Delphi 1

Delphi 2

21.8%
24.8%
26.8%
26.6%

19.7%
25.0%
31.0%
24.3%

25%
25%
25%
25%

*

Calculated from actual results, which were based on a three-component SPI
with the PTR and SPIMP indicator being combined into a single SP distribution
indicator prior to combination with SPEXP and SPCOV. They are, thus, not
strictly comparable.
Source: Authors’ analysis.

Table 5.6. Country SPI Values
Country

SPI Value

SPI Rank

HDI Rank

Bangladesh
Indonesia
Mongolia
Nepal 0.29 (0.27)
Pakistan
Viet Nam

0.44 (0.43)
0.58 (0.59)
0.96 (0.96)
5
0.13 (0.13)
0.51 (0.50)

4
2
1
5
6
3

4
2
3
6
1

Figures in ( ) are SPI values using weighted average for coverage indicator.

Source: Authors’ analysis; UNDP. 2003.

SPI Value (as ratio to maximum)

Figure 5.2. Country SPI Values
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Table 5.6 and Figure 5.2 present the resultant SPIs, based on equal
weighting, for the six countries forming part of this study. For comparative
purposes their HDI ranking is shown.
Any conclusions and comments on the final SPI values are inevitably
constrained by the fact that the data only relates to six countries.
Unsurprisingly, the main conclusion that emerges from Table 5.6 is that the
final SPI values largely replicate the rankings shown by its four summary
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indicators (see Table 5.2). Given that these four indicators reflect substantially
different aspects of SP, the above consistency is encouraging, as it implies
that increasing the number of summary indicators would not materially affect
the final SPI values. Mongolia has, by some way, the highest SPI value. It is
followed by three countries—Indonesia, Viet Nam and Bangladesh—with SPI
values on average half of that of Mongolia. Nepal and Pakistan’s values are
much lower again. Essentially, the countries fall into three groups: (i) Mongolia
with a high level of SP provision; (ii) Viet Nam, Indonesia, and Bangladesh
with moderate levels of SP provision; and (iii) Nepal and Pakistan with low
levels of SP provision. Reasons for these relative SPI values are:
(i) Mongolia’s high SPI reflects the existence of a comprehensive
social insurance and social assistance dating from the days of its
status as a Soviet-dominated command economy. Recent evidence,
contained in the Mongolia country study, suggests that the
maintenance of these comprehensive SP programs is under strain;
(ii) Indonesia and Viet Nam have major SP programs, which are
targeted and well targeted, at the poor. These include free or
subsidized food, health insurance cards for the poor, and
educational assistance for poor children to attend school. In
contrast, their traditional social assistance programs are more
limited in scope and targeted at the very poor;27
(iii) Bangladesh’s values are heavily influenced by widespread and welltargeted, pro-poor microcredit programs. If these programs were
eliminated from the SPI, all four of its indicators would decrease
substantially; and
(iv) Pakistan and Nepal have few social assistance programs that
achieve significant coverage, particularly of the poor, hence their
low rankings.
There is a high degree of concordance between the SPI and the HDI
rankings. Indeed, they are identical apart from Viet Nam and Mongolia, which
swap positions. This is not unexpected as, by and large, as GDP per capita
(one of the HDI components) increases, the amount of spent on SP will
increase.28

27

28

Note that the very low SP expenditure value for Indonesia is, at least partly, a reflection of
the large subsidies on fuel and electricity prices. If these subsidies were included in the SPI,
Indonesia’s value would be considerably higher.
Generally, government revenues increase with GDP per capita; therefore, providing greater
opportunities for government SP activities.
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VI. Sensitivity Tests and Alternative SPI Formulations
A. General
While the authors are confident that the procedure for the deriving an SPI
described in the preceding chapters is logical, comprehensive, and well
justified, it is recognized that alternative formulations of the SPI do exist. To
examine how robust the approach is to such alternatives, this chapter
undertakes a number of sensitivity tests on how the SPI is calculated. It
also examines in more detail two more radical alternative formulations based
on multiplicative and efficiency ratio models. The alternatives examined in
this chapter are:
(i) Using the wide reference population for deriving the overall
coverage indicator;
(ii) Using the poverty gap instead of the poverty line as the
denominator for the impact indicator;
(iii) Calculating an SPI without microcredit or any loan-based
employment-generation programs;
(iv) Alternative weighting schemes for the 4 SPI components;
(v) Calculating the SPI using a multiplicative model instead of an
additive one; and
(vi) The ILO ratio approach to deriving an indicator of the efficiency
of SP expenditures.

B. Using the Wide Reference Population
Table 6.1 shows the actual and scaled coverage rates that are obtained, if one
uses the wide rather than the narrow definition for the reference population.
As previously described, the wide reference populations comprise the entire
population who could receive benefits from SP programs rather than their
more narrowly defined target populations (see IV.B.5).
Using the wide rather than the narrow reference population results, as
one would expect, in lower coverage rates. However, with the exception of
Indonesia, the scaled values of the six countries do not change significantly;
the country rankings also barely alter. The reason that the Indonesia value
changes substantially is due to a very high coverage rate for child protection
programs, whose contribution to the overall coverage indicator is heavily reduced
if a wide reference population is used. The impact of this change on the final
SPI value for Indonesia is, however, small; other final SPI values hardly change.
These results, allied to the fact that the results based on the narrow reference
population are easier to interpret (see section IV.B.5), reinforce our selection
of the narrow reference population as the basis for the overall coverage indicator.
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Table 6.1. Overall Coverage Rates Using Narrow and Wide Reference Populations
Country

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

Coverage Rate* (%)

Scaled Value**

Final SPI

Narrow

Wide

Narrow

Wide

Narrow

Wide

10.5
31.0
52.4
13.8
6.5
23.7

6.3
13.6
34.9
7.8
3.3
13.9

0.20
0.59
1.00
0.26
0.16
0.45

0.18
0.39
1.00
0.23
0.10
0.40

0.44
0.58
0.96
0.29
0.13
0.51

0.43
0.52
0.96
0.29
0.11
0.50

*Using average weighted method of obtaining overall coverage rate
**V I / V max where V I is the country value and V max is the maximum value (Mongolia) among the
six countries.
Source: Authors’ analysis.

C. Using the Poverty Gap as the Denominator for the
Impact Indicator
The preferred approach used the ratio of per capita SP expenditure to the
poor to the poverty line income for the impact indicator (SPIMP1). It has
also been suggested that the poverty gap could be used as the denominator,
with total SP expenditure to the poor remaining as the numerator.
The poverty gap is a measure of the shortfall of the actual incomes of
the poor from the poverty line income and as conventionally calculated,
including any income from SP programs. There are two main alternatives if
the poverty gap is used as the basis for this indicator:
(i) SP expenditure to the poor /(Poverty Gap29 + SP Expenditure on
the Poor). This alternative impact indicator is referred to as
SPIMP2; and
(ii) Total SP expenditures to the poor/(Total Income of the Poor—SP
Expenditure to the Poor). This is essentially the reciprocal of the
poverty gap less transfer income30 (SPIMP3).
Whichever of the above is used, current SP expenditure to the poor will
appear as a ratio of either the poverty gap or the current incomes of the poor
excluding any transfers from SP programs.
29

30

Expressed as the total additional income that would be needed to raise the incomes of all
poor households to the poverty line. This assumes that this can be achieved with no targeting
or transfer costs. Although unrealistic, there is no way of estimating what these costs would
be. Furthermore, it is unlikely that their inclusion would significantly affect the overall results.
Theoretically, this indicator could be derived from survey data; this is, however, unlikely to
be feasible; see Section IV.D above.
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Table 6.2 shows how these indicators compare to that based on the
poverty line income (SPIMP1). There is very little difference between SPIMP1
and SPIMP3: the rankings are the same and the scaled values do not change
much; the greatest change is for Indonesia, which is explained by it having
the lowest poverty gap. In interpreting these data, it should be remembered
that not all SP programs involve direct transfers (e.g. health and educational
assistance programs) and therefore, will not feature in household income and
expenditure data. The indicators, therefore, overestimate the amount of
income (in cash or kind) directly transferred to the poor.
Differences between SPIMP1 and SPIMP2 are greater, largely because
the denominator is much smaller: (i) the range between countries is much
reduced; and (ii) the rankings of Bangladesh and Indonesia are transposed,
largely because of the difference in poverty gaps in the two countries. As the
differences between these two indicators are significant, we substituted
SPIMP2 into the SPI calculations; the results are shown in Table 6.3. The
table shows no overall change in the rankings and little change in the SPI
values apart from Indonesia, which improves significantly.
None of these alternative indicators of the impact of SP expenditure on
the poor can be substituted for the one based on the poverty line because:
(i) There is no appreciable difference between SPIMP1 and SPIMP3
and the latter is more complicated to calculate;
(ii) SPIMP2 is very dependent on an up-to-date estimate of the
poverty gap and relatively small fluctuations in this can lead to
substantial changes in the impact indicator. Furthermore, there is
no easy way of estimating which SP transfers are already included
in the expenditure estimates on which the poverty line and hence,
poverty gap are based; and
(iii) The clear preference of experts interrogated was to use the poverty
line income as the basis for this indicator.

D. The Exclusion of Microcredit and Other Loan Programs
As previously noted, microcredit has been included in the SPI, even though it
generally falls outside of ADB’s definition of SP. The reasons for this decision
were the poverty focus of these programs and the fact that they involve a
direct transfer of resources to beneficiaries (see Section II.C.3). It will now
be examined how the SPI would change if microcredit programs were excluded.
To be consistent, any job creation programs based around loans to small
businesses have been excluded.
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12.9
3.1
11.0
12.1
6.9
6.9

Poverty
Gap*

53.9
77.4
65.9
34.3
21.1
62.6

Poverty Gap
+ SP exp.
SPIMP2
(%)
20.9
12.3
31.3
7.7
2.0
14.2

Total Income of
poor excl.SP exp.
SPIMP3
(%)

30/06/2006, 3:21 PM

INCIMP = impact indicator
Source: Authors’ analysis.

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

Country

0.44
0.58
0.96
0.29
0.13
0.51

INCIMP1
0.43
0.69
0.92
0.32
0.17
0.57

INCIMP2

SPI Scaled Value

4
2
1
5
6
3

INCIMP1
4
2
1
5
6
3

INCIMP2

SPI Ranking

15.1
10.6
21.2
6.3
1.8
11.6

Poverty line
income
SPIMP1
(%)

SP Expenditure as Percentage of:

Table 6.3. Changes in SPI Using Alternative Impact Indicators

SPIMP = social protection impact
NB. For detailed calculations, see Table A.7.
*Latest available year.
Source: Authors’ analysis.

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

Country

Table 6.2. Alternative Income Impact Indicators

0.70
1.00
0.85
0.44
0.27
0.81

SPIMP2

0.67
0.39
1.00
0.25
0.06
0.45

SPIMP3

0.71
0.50
1.00
0.30
0.09
0.55

SPIMP1

Scaled Values

4
1
2
5
6
3

SPIMP2

2
4
1
5
6
3

SPIMP3

Rankings

2
4
1
5
6
3

SPIMP1
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Table 6.4 presents the SP indicators revised to exclude microcredit and
loan-based job creation programs. Table 6.1 shows that the SPI values change
little except, as one would expect, for countries where these microcredit makes
up a substantial proportion of total SP activities (i.e. Bangladesh and Nepal).
In these cases, the SPI values for Bangladesh and Nepal drop significantly.
Although the ranking between the countries stays the same, one would expect
some changes once SPIs are calculated for more countries. It is, however,
considered unlikely that there will be many countries where microcredit and
other loan programs constitute such a high proportion of SP activities that
their SPI values would be significantly affected by their exclusion of these
programs.
Table 6.4. SP Indicators Excluding Microcredit and Loan Programs
Country

SP Indicator (percentages) Excl. MCF
SPEXP
SPCOV
PTR
SPIMP

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

1.6
1.9
10.1
1.5
1.9
3.1

9.0
30.6
59.9
12.9
9.0
26.3

23
73
50
17
4
50

6
10.5
19.4
1.9
1.7
9.5
SPI Value

Scaled Values (ratio to maximum value)
Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

0.16
0.19
1.00
0.15
0.19
0.31

0.15
0.58
1.00
0.21
0.15
0.44

0.32
1.00
0.68
0.23
0.05
0.68

0.31
0.54
1.00
0.10
0.09
0.49

Without MCF
0.24
0.58
0.92
0.17
0.12
0.48

With MCF
0.44
0.58
0.96
0.29
0.13
0.51

MCF = microcredit finance; PTR = poverty-targetting; SPCOV = social protection coverage; SPEXP
= social protection expenditure; SPIMP = social protection impact
Source: Authors’ analysis.

E. Comparisons of SPI Values Using Different Indicators
Figure 6.1 compares the SPIs obtained from the above sensitivity tests against
the base case, i.e. including MCF programs, narrow reference population, and
impact based on poverty line income; all tests use equal weighting of the four
component indicators. The main conclusion from Figure 6.1 is that varying
any one of these indicators will, in most cases, have little impact on the final
SPI value. Apart from Indonesia, the SPIs only vary significantly for Bangladesh
and Nepal, if MCF programs are excluded.
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Figure 6.1. Comparison of SPI Sensitivity Tests
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F. Alternative Weights for the SPI Components
As described in Section V.C, equal weights were used for the four SPI
components. This preference replicates the HDI approach and reflects the
results of the Delphi exercises. It was, however, examined how varying the
weights would affect the SPI; two alternatives were tested:
(i) Emphasis is given to overall SP activity: weights for SP expenditure
and coverage are 0.35; weights for Poverty-Targeting and SP Impact
are 0.15; and
(ii) Emphasis is given to the overall impact of SP programs on the
poor, essentially the reverse of the previous alternative: weights
for SP Expenditure and Coverage are 0.15; weights for PovertyTargeting and SP Impact are 0.35.
Table 6.5. SPIs with Alternative Weighting of Indicators

Country

Equal Weights
35%/ 35%/ 15%/ 15%

Bangladesh
Indonesia
Mongolia
Nepal 0.29
Pakistan
Viet Nam

0.44
0.58
0.96
0.27
0.13
0.51

Weighting System
Emphasise Overall
SP Activities
15%/ 15%/ 35%/ 35%
0.38
0.51
0.97
0.31
0.15
0.47

Emphasize
Poverty Impact
of SP Activities
25%/25%/25%/25%
0.50
0.65
0.94
0.11
0.56

Source: Authors’ analysis.
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Table 6.5 and Figure 6.2 show how the SPI varies with these different
weighting systems. These show that even substantial changes in the weighting
of the summary indicators have little impact on overall SPI values.

SPI Value (as ratio to maximum)

Figure 6.2. SPIs with Alternative Weighting of Indicators
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G. Formulation of SPI Using a Multiplicative Model
In the course of the discussions, a multiplicative model for the derivation of
the SPI was also suggested as an alternative to the additive one that was
adopted. The formulation of this model is as follows:
SPI = Expenditure *Coverage * Poverty Targeting *Impact
i

i

i

i

i

where “SPIi” is the Social Protection Index for country “i.”
Figure 6.3 compares the resulting SPI values to those obtained using
the additive model. The multiplicative model, apart from being harder to
interpret, dramatically increases the range of the SPI values; two (Pakistan
and Nepal) have values as near to 0 as makes no difference; and none reach
10% of the top value (Mongolia). These features are not considered to be
desirable, or indeed acceptable to users of the index. The introduction of
other countries with higher SPI values than those shown would further
exacerbate the differences between countries.
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Figure 6.3. Comparison of Multiplicative and Additive SPI Formulations
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H. The ILO Approach to Deriving an Aggregate Social
Protection Indicator
To the authors’ knowledge, the only other organization working on the
development of a combined SP indicator is the ILO. ILO’s current thinking,31
which has yet to be officially adopted, is to define an overall indicator of the
efficiency of SP using the following ratio:
FSP = ESP/SER
where “FSP” is the Efficiency of SP and is interpreted as the amount of SP
that can be bought with 1% of GDP Expenditure on SP; “ESP” is the
effectiveness of SP; and “SER” is the SP expenditure ratio.
The SER is identical to the SP expenditure ratio that we have adopted.
The ESP formula has two components: coverage and depth. These are related
in the following formula:32
ESP=(“COVI* DEPTHI) / I
31
32

As described in ILO, 2004, Social Protection, Chapter 7, unpublished.
ILO includes a dummy variable to incorporate instances where a branch of SP activity is not
present. This is not necessary in our case as the target groups have been defined in such a
way that all will have some coverage, however limited. Also note that the formula divides by
I implying an arithmetic weighting. ILO does, however, comment that it might be desirable
to assign different weights to different types of programs to “reflect a certain order of priority/
relevance for social schemes;” this is the same as our suggestion to assign weights based on
stakeholder/expert opinion.
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where “COVI” is the Beneficiariesi /Target PopulationI33 which is essentially
the same as our coverage indicator, and “I” is the total number of SP branches/
target groups.
DEPTH = average benefit / pov (poverty line income)34 or (SPEXPI /
BeneficiariesI )/ Y pov. This indicator is similar to the indicator we have used for
SP impact in that it involves a ratio of SP expenditure to the poverty line.
However, it differs in three ways: (i) it relates to all SP expenditure and not
just that going to the poor; (ii) it is compiled on a program by program basis;
and (iii) it is based on beneficiaries only.
Both SPI and the ILO’s approac are similar in that they both use the
same indicators— expenditure, coverage, and depth of SP. While there are
differences in the way that target groups and types of SP programs are defined,
the principal differences are:
(i) The ILO approach does not involve any consideration of povertytargeting. As previously mentioned, we believe that this has to be
included as a component of the SPI. In particular, the fact that
formal social security schemes in developing countries rarely cover
more than a small proportion of the poor population is not
addressed in the FSP as it currently stands; and
(ii) The ILO formula enables the combination of the SP indicators
into a composite indicator at the country level without the need
for data from other countries. However, the resulting indicator
(FSP) is unlikely to be easily interpretable and could not easily be
broadened to incorporate the poverty impact of SP.
It should also be noted that the ILO developed the FSP primarily for
“mature” social security/assistance systems such as those that occur in OECD
countries.35 Clearly, the social security/assistance systems in developing
countries are not mature. So it is likely that substantial adaptation will be
required to make the FSP suitable to the types of SP programs that operate
and the types of data that are available in developing countries. In contrast,
the SPI was developed specifically with reference to developing nations.
During the course of this study, also resolved were numerous issues related to

33
34

35

This is the narrow reference population as defined for our coverage indicator.
In their illustrative example, ILO suggests the use of various coverage indicators, including
the poverty line, for different types of program. However, the authors assume that a ratio of
average expenditure to the poverty line is derived for each target group.
The ILO document does make reference to SER, which incorporates the fact that some SP
schemes may not be fully developed. But there is no explanation as to how this would be
defined or calculated in practice.
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coverage and the definition of the target groups/reference populations, which
the FSP is likely to encounter.
At present, we do not see any grounds for preferring the FSP over the
SPI, although we believe that once the FSP has been operationalized, there
may be scope for combining the two approaches.

I.

Overview of Sensitivity Tests

There were two main reasons for carrying out the sensitivity tests presented
in this chapter:
(i) to examine how the SPI varied with different formulations of the
indicators and with alternative weighting systems; and
(ii) to assist in the resolution of issues that had remain unresolved
during the course of the study, despite often intense discussions
at the workshops.
The key unresolved issues were:
(i) whether to use a narrow or a wide reference population as the
basis for deriving the target group coverage indicators;
(ii) whether to adopt an impact indicator based on the poverty gap
rather than the poverty line income;
(iii) what weighting system to use to combine the seven target group
coverage rates into a single indicator of coverage;
(iv) whether or not to include microcredit and loan-based employmentgeneration programs;
(v) whether there were advantages to using a multiplicative rather
than an additive model for combining the summary indicators into
the composite index; and
(vi) what weighting system to adopt in order to calculate the SPI from
its four component indicators.
It was concluded that it was preferable to use a narrow reference
population (which approximates the target group for each category of SP
program) and thus, provides more meaningful coverage rates (see Section IV.B.5
and VI.B). Furthermore, the Vi/ Vmax scaling method was seen as the simplest
method for scaling the indicator values prior to the calculation of the SPI
itself. However, it may be desirable to adopt the HDI scaling method once
SPIs become available for more countries (see Section V.B). Given that the
preceding analysis shows that the final SPIs vary little with either the choice
of reference population for the coverage indicators or the method of scaling
the four summary SP indicators, there is no reason to alter these conclusions.
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There is little to be gained by adopting a multiplicative model in
preference to the additive model that is simpler to understand and to compute.
The multiplicative model also considerably increases the variations between
the countries (see Section VI.F above).

VII. The Use of the Index
The SPI can be used in two ways. First, the SPI can be used to compare the
overall level of SP provision across countries and over time on a consistent
basis (see Table 5.6 and Figure 5.2). Second, the SPI can be used as a starting
point for diagnostic work of a country’s SP program and activities. In this
case, it is the four summary indicators (see Tables 5.2 and Figure 5.1) and the
information on individual SP programs rather than the SPI values themselves
that are more likely to generate policy implications. In essence, this is the
reverse of the process needed to compile the SPI.
There are many practical fields of application for the SPI including the
country studies like:
(i) In many countries the index and study provides for the first time
a comprehensive overview over SP programs and their relevance
allowing an informed debate;
(ii) Providing a base for discussions about policy and its priorities in
the countries, also with view to the situation in other countries;
(iii) Providing guidance and information for research in the respective
countries and on international level;
(iv) Guiding support and assistance to the countries in the field of SP;
and
(v) Monitoring impact and results of SP programs.
However, when assessing the summary indicators, care must be taken in
their interpretation, and when deriving policy implications particularly. The
expenditure summary indicator, although easy to calculate is a case in point,
as there is no benchmark against which it can be assessed—unlike the coverage
and poverty-targeting indicators, where 100% coverage is theoretically
achievable. A low percentage of GDP devoted to SP expenditures can be
indicative of either a relatively well-functioning and secure economy (in which
few SP programs are needed) or an extremely poor and vulnerable one (in
which SP programs are desperately needed, but cannot be funded from a
limited tax base). This is because the expenditure indicator is a product of
both the relative wealth of a country and its development priorities. A low
ranking for a country’s expenditure indicator should not, therefore, be taken
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as a prima facie reason for increasing SP expenditure given that in most
developing countries, the availability of finance will be severely constrained.
For this reason, it is not said that the expenditure indicator of the SPI reflects
“affordability” of SP activities. Notwithstanding this caveat, comparisons of
the expenditure indicators for countries with similar levels of GDPs per capita
will provide an idea of how a country is performing relative to its “peer” group.
In contrast to the expenditure indicator, the overall coverage indicator
represents a percentage where the overall goal is, in general, to reach 100%.
However, as the coverage indicator is itself composed of the coverage rates for
seven different target groups, most attention should be focused on these
constituent coverage rates. Where these constituent coverage rates are high,
as they are in several cases, it indicates that programs are already in existence
and are reaching the target groups. In these cases, the emphasis would be on
further expanding these programs as well as on concentrating on developing
programs targeted at those groups where coverage rates are low using
government, donor or NGO finance. The development of such programs will,
however, have to be set against other development priorities, e.g. the promotion
of economic growth and/or providing basic infrastructure. Scrutiny of programspecific coverage rates using the information contained in the country studies
can also help answer questions such as whether programs reach their designated
target groups and if eligibility criteria or spending limits restrict the ability of
SP programs to reach these groups.
However, it needs to be emphasized that a low coverage rate does not
necessarily demonstrate the need for an increase in assistance. Take educational
assistance as an example. To a large extent, the need for such assistance will
depend on how education is provided. If education is provided free, the demand
for additional assistance will be a lot less than if fees are payable. In these
cases, additional funding should probably be devoted to improving the quality
of the education provided; this expenditure falls outside the definition of SP
and therefore, would not affect the coverage rate. If school nonattendance is
high and inability to pay fees is seen as a major cause, the case for additional
targeted assistance will be much greater. Increased provision for children with
special needs (CWSN) could reflect a worsening situation, whereby the
demand for SP programs targeted at this group is itself growing.36
Similar considerations will apply for health assistance. The coverage of
health care assistance (one of the subcomponents of the coverage indicator)
is closely linked to the national policies on the provision of health care. If
36

In Mongolia, the number of street children has substantially increased in recent years. A
similar situation has arisen in Africa, where the need to care for HIV/AIDs orphans did not
exist 20 or so years ago.
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health care services are basically provided free of charge, directly financed out
of the government budget, the need for health insurance or health care
assistance programs will be much lower than if health care is largely financed
through user charges. This will result in low coverage rates as the availability
of largely free government-provided health care is not considered to form part
of SP. This may partly explain the situation in Pakistan, Nepal, and Bangladesh
where there is little in the way of health insurance.37 This and the preceding
paragraph underscore the need to examine the reasons why coverage rates are
low before immediately concluding that they need to be raised.
One objective of overall SP policy will be to provide SP for the poor and
hence, raise the PTR. Low PTRs will, thus, usually be seen as a matter of
concern with the achievement of a 100% PTR being a long-term goal. Where
the PTR is low, the emphasis should be on identifying ways in which it can be
raised by some or all of the following: (i) modifying eligibility criteria, (ii)
increasing the coverage of existing programs, (iii) improving the targeting of
these programs by reducing “leakage,”38 and (iii) expanding the coverage of
other SP programs (e.g. pensions and health insurance) that do not currently
reach the poor.
As with the coverage rates, low PTRs should not immediately be
construed as indicating an unsatisfactory level of provision. Social welfare
programs are often targeted at the very poor rather than the poor population,
as a whole and complete coverage of the poor by these programs may not be
realistic. Educational attendance programs may be targeted at the very poor
as school attendance among the poor (as opposed to the very poor) may be at
an acceptable level. Other programs may use targeting criteria that are lower
than the official poverty line; this appears to be the case in Viet Nam. There
may well be good reasons for this, such as the impossibility of providing direct
assistance to the entire poor population or difficulties associated with targeting
based on the official poverty line. In Indonesia, in contrast, one reason for the
PTR being high is that programs use criteria that are more “generous” than
the official poverty line, which itself appears to be particularly harsh.39
In general, an objective of an SP policy will be to raise the impact on
expenditures indicator. There are four main ways to do this: (i) by increasing
37

38

39

As a side note that if SPIs were constructed for the USA and European countries, coverage
rates and expenditure would be much lower in the latter despite the fact that, to all intents
and purposes, health care in many of these countries is free.
Leakage show the number (or percentage) of program beneficiaries who are nonpoor. Reading
leakage will enable more resources to be transferred to the defined target group and hence,
increase coverage.
The allowance for nonfood expenditure in the poverty calculations is much lower than in
many other countries.
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a program’s benefits, (ii) improving the poverty-targeting of existing programs,
(iii) by increasing the coverage of existing programs, and (iv) introducing new
programs. All of these, with the exception of (ii) will involve additional
expenditure. Given budgetary constraints, this is most likely to come through
the reallocation of funds from other sectors (e.g. from the construction of
health facilities to subsidized health costs for the poor40) or from other existing
SP programs. While this is clearly easier said than done (e.g. where a large
proportion of SP expenditure is taken up with the provision of social security
to civil servants), the scope for reallocating these expenditures to povertytargeted programs will be limited. Yet, opportunities do present themselves.
In Indonesia, there is a long-term overall policy to reduce the fuel and electricity
subsidies and to use these funds to targeted SP programs. In Viet Nam,
expenditures on providing assistance to assist war invalids and victims’ families
is likely to decrease as age takes its toll, thereby, providing scope for increasing
the funding of other SP programs. In other countries, reducing administrative
costs associated with the implementation of some programs could increase
the amount of funds actually transferred to beneficiary households.
In addition to analyzing each of the four SP summary indicators
individually, it is also important to examine combinations of them. A high
expenditure indicator, for example, could reflect either a large number of people
receiving minimal SP transfers or a few people receiving large benefits (as
would be the case where generous social insurance schemes only reach a small
section of the population such as civil servants). The expenditure indicator,
therefore, says nothing about the scope a country’s SP programs. In this
instance, analysis of the coverage indicator will indicate which of these
alternatives is applicable, thereby, giving rise to different policy implications.
Similarly, a high poverty-targeting indicator indicates that a large proportion
of the poor are receiving SP transfers, but the value of these transfers may be
either a substantial or negligible in relation to the poverty line. To distinguish
between these two situations, the poverty-targeting and the impact on
expenditure indicators need to be examined at the same time. As a third
example, when a low expenditure indicator is associated with a high impact
indicator, this indicates a high level of SP targeting to the poor. However,
substantial numbers of the near poor (for example, the elderly) might still be
excluded from the benefits of SP programs. In this case, it is useful to examine
the subcomponents of the coverage indicator to check if any important target

40

In countries where the primary health care network is well-established, increasing attention
is being paid to improving the access of the poor to these facilities. One way to do this is
through targeted subsidized treatment and medication costs. The same applies to education.
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groups are being missed. The four summary indicators that make up the SPI
when analyzed together, therefore, complement one another.
In all the above, the SPI component indicators can provide the starting
point for the appraisal of existing SP provision. Once this initial stage has
been achieved, attention can be focused on the information in the country
studies such as the annual expenditure (total and amount going to the poor),
the coverage rates, and the PTRs for individual SP programs. Examining this
information can reveal which programs are reaching their target groups and
which are not, the amount of expenditure transferred to these target groups,
and which programs are most successful at reaching the poor. Problems such
as low coverage or targeting rates will be identified and whether there are
justifiable reasons for this (e.g. targeting is based on criteria more “generous”
than the official poverty line). Where programs are considered to be
underperforming, their implementation, eligibility criteria, and the level of
benefits can be investigated to see if there is potential for improvement, either
with or without the need for additional funding.
In many ways, the process of using the SPI and its constituent data in
order to generate policy implications is the same as for the HDI. The HDI
itself is undeniably useful for providing intercountry comparisons and tracking
a country’s overall level of development over time, but it will not, of itself,
generate more than very general policy implications. While the HDI can be
calculated in a matter of minutes from routinely available information and
presented on a single page of paper, it is frequently accompanied by Human
Development reports that include detailed studies of education, health, and
other social development sectors. It is this material that can generate changes
to policies and programs.
Arguably, however, the greatest impact of the development and
subsequent acceptance of the HDI has been to focus greater attention on the
need to develop and improve the provision of health and education and other
noneconomic aspects of countries’ development policies. In the same way, it
is anticipated that the very process of obtaining the information needed to
derive the SPIs and the subsequent dissemination of the results will increase
interest, nationally and internationally, in SP and lead to a more rigorous
evaluation of current programs and activities.
It is also to be hoped that the SPI will be periodically updated. In
comparing SP indicators over time, there will always be two stages: (i)
identifying the changes, and (ii) identifying the reasons for these changes.
This is particularly important if the indicators have declined and in these
instances, what the scope is for reversing these changes. Again, comparisons
of the overall SPI values for different time periods will provide relatively little
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information and changes in the SP indicators are likely to be more useful and
generate policy implications. For instance, comparative analysis of the 1998
and 2002 Vietnamese household surveys revealed that the overall PTR had
almost doubled in the intervening period, but that even now, around half the
poor population does not receive any SP.41
Overall, the SPI should not be seen in isolation; and any evaluation of a
country’s SP provision must also include both the component indicators and
the program-specific information contained in the Country Reports.
Furthermore, any attempt to raise the summary indicators will need to consider:
(i) whether there are justifiable reasons for the indicators being low; and (ii)
as most countries will have limited funds at their disposal and have several
other development priorities, the financial implications of devoting more funds
to SP. SP is but one, and in many cases, not the most important way of achieving
poverty reduction. Nevertheless, and notwithstanding the caveats mentioned
in the preceding paragraphs, the long-term goal will be to raise the level of
the SPI and its component indicators in most cases.

VIII. Conclusions
The primary objective of this study is to produce an SPI that summarizes a
country’s SP activities. In order to achieve this, it has been necessary to
establish a definition of SP that excludes activities that are normally seen as
being part of other sectors, e.g. rural/community development, the provision
of infrastructure, basic education, and health care. The definition that was
found concentrates on programs that are targeted to the poor and the
vulnerable, and programs that provide direct transfers, in cash, in-kind or
through fee exemptions to these groups.
Sensitivity tests and expert opinion have been harnessed to improve the
robustness of the SPI, while the incorporation of some features of the widely
used HDI is designed to increase its acceptability.
In summary, the SPI presented in this study:
(i) is composed of four indicators that reflect very different aspects
of SP provision— expenditure, coverage, poverty-targeting, and
impact on incomes;
(ii) is not difficult to calculate, notwithstanding unavoidable
difficulties in data collection;
(iii) is relatively easy to understand and interpret; and

41

Halcrow. February 2005. Vietnam Country Report.
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511

takes into account the comments received by various
commentators.

The study has raised awareness in the six participating countries about
SP and the SPI developed will enable meaningful international comparisons
of the provision of SP. However, the SPI cannot be seen in isolation and any
evaluation of a country’s SP provision must also examine both the summary
indicators and the program-specific information contained in the country
studies. The totality of this information can provide a valuable foundation for
diagnostic work on the performance of a country’s SP activities.
This study was only concerned with six countries. If the SPI is to become
internationally accepted, it is essential that this work is replicated. It is the
objective that “an index will be calculated for all ADB Developing Member
Countries (DMCs) and beyond.”
The SPI that was developed requires the following information on a
program-by-program basis:
(i) Expenditure;
(ii) Number of beneficiaries; and
(iii) Number of poor beneficiaries (based on the national poverty line)
and/or the proportion of beneficiaries with incomes below the
poverty line.
Annex C provides a list of internationally available sources on SP. A web
search to ascertain the availability of this information from internationally
accessible data sources concluded that there was negligible information
available from these sources. There was some data on the coverage of social
security systems, but this is now out of date (the most recent data was from
the mid-1990s). The Social Security Worldwide database (see Annex C, para.
A.7) contains information on social security systems in the following DMCs:
Azerbaijan, Bangladesh, China, Fiji, India, Indonesia, Kazakhstan, Kyrgyzstan,
Malaysia, Micronesia, Nepal, Pakistan, and Papua New Guinea.42 The majority
of the information is qualitative rather than quantitative. At best, this database
could provide information on one, albeit large, component of SP.
ADB’s Key Indicators publication43 contains information on the amount
of government budgets allocated to the broad category of “Social Security and
Welfare (SSW).” Even allowing for variations in the definition of what is and
is not included in each government’s SSW budget, it is likely to include most
42

43

The web address is http://www.ssa.gov/policy/docs/progdesc/ssptw/2002-2003/asia/
ssptw2002asia.pdf.
Asian Development Bank. 2003. Key Indicators 2003, Manila.

060150 SPI Analysis 8.pmd

511

30/06/2006, 3:21 PM

512

SOCIAL PROTECTION INDEX FOR COMMITTED POVERTY REDUCTION

government social assistance/social welfare programs and any governmentfunded social security schemes. Conversely, this budget head is most unlikely
to include many other SP programs that are included in the definition of SP
adopted for this project, e.g. food for work, educational and health assistance,
microcredit, nongovernment pension, and health insurance.
There is, therefore, to all intents and purposes, no easily available data
on the expenditure, beneficiaries or povert-targeting of individual SP programs.
As a corollary, there is no possibility of being able to produce even preliminary
SPI’s for other ADB DMCs without recourse to country studies similar to
those carried out for this study. Therefore, in the course of this study, a
handbook was elaborated, which will guide future experts when elaborating
the index and the country studies.44

IX. Annexes
A. Base Data
Table A.1. Social Protection Expenditure by SP Component
(percentages)

Country

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

44

Labor
Market
Programs
7.8
0.8
2.5
6.3
2.4
7.8

Social
Social
Security/ Assistance
Insurance
9.1
70.9
74.6
47.5
86.8
54.5

23.3
19.7
14.4
7.1
5.9
28.5

Micro/
Area
Programs

Child
Protection

Total

58.2
3.3
3.0
33.6
3.9
6.8

1.6
5.3
5.6
5.6
1.0
2.4

100.0
100.0
100.0
100.0
100.0
100.0

The handbook can be obtained from ADB upon request.
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Table A.2. Social Protection Expenditure as Percentage of GDP
Country

Expenditure Ratio*
With MCF
Without MCF

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam
Max
Min

3.8
1.9
10.5
2.2
2.0
3.5
10.5
1.9

Scaled Values (V i / V max)
With MCF
Without MCF

1.6
2.2
10.1
1.5
1.9
3.1
10.1
1.5

0.36
0.18
1.00
0.21
0.19
0.33

0.16
0.22
1.00
0.15
0.19
0.31

MCF = microcredit finance.
*Total SP Expenditure / GDP *100.

Table A.3. Poverty-Targeting Rates
Country

Poverty-Targeting Rate*
With MCF

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam
Max
Min

34
73
60
26
5
51
73
5

Without MCF

Scaled Values (V i / V

max

)

With MCF

Without MCF

0.47
1.00
0.82
0.36
0.07
0.70

0.32
1.00
0.68
0.23
0.05
0.68

23
73
50
17
4
50
7

*Poor beneficiaries / Poor population *100.

Table A.4. Social Protection Impact
Country

Social Protection Impact*

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam
Max
Min

Scaled Values (V i / V

513

)

With MCF

Without MCF

With MCF

Without MCF

15
11
21
7
2
12
21
2

6.0
10.5
19.4
1.9
1.7
9.5
19.4
1.7

0.71
0.52
1.00
0.33
0.10
0.55

0.31
0.54
1.00
0.10
0.09
0.49

*Per capita SP Expenditure on the Poor/Poverty line expenditure *100.
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Unemployed
and underemployed

12.2
6.5
56.0
15.9
44.9
5.2
56.0
5.2

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam
Max Value
Min. Value

Labor
Market
Programs

Reference
Population

Country

12.0
15.7
98.6
36.0
9.4
34.4
98.6
9.4

Population
aged 60+
years

Assistance
to Elderly

1.4
42.0
76.8
3.6
7.3
23.1
76.8
1.4

Total
Population

Assistance
with
Health Care

21.7
42.9
28.8
8.2
3.9
25.9
42.9
3.9

Population
living below
Poverty line

Social
Assistance

17.0
5.3
13.9
20.6
4.9
7.6
20.6
4.9

Microcredit

Table A.5. Coverage Rates (Using Narrow Reference Populations) (%)

0.3
2.0
81.7
4.4
0.1
34.6
81.7
0.1

Disabled
population

Assistance
to
Disabled

10.2
77.0
2.4
30.7
1.3
48.3
77.0
1.3

Poor
Population
aged 5-14 years

Children
with
Special Needs

10.7
27.4
49.1
17.0
10.3
25.6
49.1
10.3

10.2
34.6
51.1
10.5
8.4
21.7
51.1
6.5

0.22
0.56
1.00
0.35
0.21
0.52

0.20
0.68
1.00
0.21
0.13
0.42

Coverage Rate (%)
Scaled Value (V i/V max)
Unweighted Weighted Unweighted Weighted

Overall Coverage Rate
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Unemployed
and underemployed

5.0
1.6
12.4
3.0
3.8
1.7
12.4
1.6

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam
Max Value
Min. value

Labor
Market
Programs

Reference
Population

ountry

12.0
15.7
98.6
36.0
9.4
34.4
98.6
9.4

Population
aged 60+
years

Assistance
to Elderly

1.4
42.0
76.8
3.6
7.3
23.1
76.8
1.4

Total
Population

Assistance
with
Health Care

11.0
7.5
10.4
3.0
1.2
7.5
11.0
1.2

Population
living below
Poverty line

Social
Assistance

8.5
0.9
5.0
8.0
1.6
2.2
8.5
0.9

Microcredit

Table A.6. Coverage Rates (Using Wide Reference Populations) (%)

0.3
2.0
81.7
4.4
0.1
34.6
81.7
0.1

Disabled
population

Assistance
to
Disabled

5.0
17.0
1.0
12.0
0.4
14.0
17.0
0.4

Poor
Population
aged 5-14 years

Children
with
Special Needs

6.1
12.4
40.1
9.9
3.4
16.8
40.1
3.4

6.6
14.8
27.6
5.7
3.3
11.0
27.6
3.3

0.15
0.31
1.00
0.25
0.08
0.42

0.24
0.54
1.00
0.21
0.12
0.40

Coverage Rate (%)
Scaled Value (V i/V max)
Unweighted Weighted Unweighted Weighted

Overall Coverage Rate
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2000
2002/03
2002
1995/96
1998/99
2002

Year

12.9
3.1
11.0
12.1
6.9
6.9

Poverty
Gap # (%)
1
50
18
36
42
32
29

Headcount
Ratio (%)
2
7,820
1,389,000
296,600
6,400
9,000
1,930,000

Total Income
of the Poor***

134.0
214.0
2.5
23.0
149.0
80.0

Population
(millions)
4

456,352
51,845,647
237,577
54,343
399,511
41,686,456

8 = (2/100)*3*4-5

Poverty line
(Local currency)
3

377,352
46,164,647
180,916
50,435
391,591
36,506,456

Total Income Before
SP Expenditure
(Local currency)
9=8-6

67,588
1,658,633
29,363
7,481
29,609
3,089,544

SPEXP
POOR
6

79,000
5,681,000
56,661
3,908
7,920
5,180,000

10 = 6

SPEXP
POOR

79,000
5,681,000
56,661
3,908
7,920
5,180,000

Total Income Deficit*
(Local currency millions)
5 = (1/100)*4*(2/100)*3

20.9%
12.3%
31.3%
7.7%
2.0%
14.2%

11 = 10 / 9

SPIMP2**

53.9%
77.4%
65.9%
34.3%
21.1%
62.6%

7 = 6/(5=+6)

SPIMP2**

*Income equivalent of poverty gap aggregated over poor population.
**Ratio of SP Expenditure to poverty gap + SP expenditure.
***Total income of all poor households.
#Poverty gaps from country reports except for Pakistan (A.R. Kemal. Poverty in Pakistan: Trends and Causes. Undated online presentation.) and Indonesia
(C. Maksum. 2004. Official Poverty Measurement in Indonesia. available online)

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

Country

Bangladesh
Indonesia
Mongolia
Nepal
Pakistan
Viet Nam

Country

Table A.7. Calculations of Alternative Impact Indicators Using the Poverty Gap

B. Calculations Using the Poverty Gap
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Indonesia

Vulnerable group
development (2)

Health insurance
(formal sector) (3)
91

Pensions for military,
government, and
formal sector
employees. (67)
Food security/ aid
Food security/ aid (17)
(15)
Pensions for government Health assistance
(3)
employees (8)
Microcredit (3)
SOE retrenchment (6)

Microcredit (58)

Bangladesh

Source (all tables): Country Reports.

% of
total
SP
Exp.

5

4

3

2

1

Rank

Educational
assistance (5)
Social welfare
pensions (4)
84

Health insurance
(13)
Social welfare (7)

Pension Fund (55)

Mongolia

Table A.8. Largest SP Programs in Terms of Expenditure (%)

C. Largest SP Programs by Country

94

Viet Nam

Zakat (4)

Health insurance (6)

98

Job creation (subsidized
business loans) (5)
85

Microcredit (6)

War invalids and
contributors (20)
Health Insurance (8)

Social Security (46)
Pensions for military,
government, and formal
sector employees. (81)

Pakistan

Educational assistance Microfinance (4)
(5)
Food for work (3)
Bait-ul-Mal (3)

Social assistance (7)

Pensions for
government, and
formal sector
employees. (43)
Microcredit (34)

Nepal
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Microcredit
Vulnerable group
development
School feeding/
educational assistance
Microinsurance
programs

2
3

5

4

Food security/ aid

Bangladesh

1

Rank

Educational
assistance

Food aid/ security
Formal Health
insurance
Pension schemes

Health care a
ssistance

Indonesia

Social welfare
pensions
Social assistance
programs

Pensions
Microfinance

Health insurance

Mongolia

Table A.9. Largest SP Programs in Terms of Beneficiaries

Subsidized health care
(incl. schoolchildren)

Health care/ insurance
(ESSI and armed forces)

War invalids and
contributors

Educational assistance

Formal health
insurance
Land tax exemptions

Viet Nam

Pakistan

Educational assistance Pension schemes
Loan based job
Microfinance
creation
Health care assistance Bait-ul-Mal (social
assistance)
Social assistance
Zakat (social assistance)
programs

Microcredit

Nepal
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Microcredit

School feeding/
educational assistance
Microinsurance
programs
Food for work
92%*

2

3

Microcredit
c. 95%

Health care
assistance
Educational
assistance
Social assistance

Food aid/ security

Indonesia

Zakat (social assistance)

Various social
allowances
Health assistance (EDHI) Health care assistance
na
98%

Loans for job creation
Food for Work
Social assistance
76%

Microfinance
Pensions
Disabled programs
94%

Pensions
93%

Land tax exemptions

Microinsurance

Social assistance

Educational assistance

Viet Nam

Bait-ul-Mal (social
assistance)
Microcredit

Pakistan

Microcredit

Nepal

Health insurance

Mongolia

*No allowance for overlaps. These percentages therefore overestimate the number of poor people receiving SP.

% of
total
SP
Exp.

5

4

Food security/ aid

Bangladesh

1

Rank

Table A.10. Largest SP Programs in Terms of Poor Beneficiaries
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Food security/ aid (24)

Social assistance (5)

SOE retrenchment (2)

School feeding
educational
assistance (2)
94

2

3

4

5

SP
Exp
on
the
poor

Microcredit (61)

Bangladesh

1

Rank

89

Food aid/ security
(60)
Social Assistance
(14)
Health care
assistance (8)
Educational
assistance (4)
Microcredit / loans
(3)

Indonesia

69

Social assistance
(13)
Educational
assistance (9)
SI disability
allowances (9)
Formal health
insurance (8)

Pensions (30)

Mongolia

Nepal
Pensions (39)

Pakistan

92

90

Bait-ul-Mal (social
assistance) (24)
Educational assistance Zakat (social assistance)
(5)
(20)
Loans for job creation Children’s programs
(4)
(3)
Allowances for senior Khushal (job creation)
(3)
citizens (4)
Food for Work (8)

Microcredit (71)

Table A.11. Largest SP Programs in Terms of Expenditure on the Poor (%)

77

War invalids and
contributors (22)
Microcredit (15)
Social Assistance (5)
Formal health
insurance (5)

Pensions (30)

Viet Nam
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D. Review of Internationally Available Data on Social
Protection
A1. Asian Development Bank
Key Indicators, 2003
Considerable information on the economy, population, employment and
poverty/incomes for most DMCs for years between 1985 and 2002. Series are
not always complete.
Cross-country tables: expenditure on health and education as % of GDP
National table—government finance: disaggregation is not consistent
for all countries. Government expenditure on social security and welfare is
given for many but not all countries.
A2. Association of East Asian Nations (ASEAN)
Statistics are confined to trade and finance related information.
A3. Child Info (Key Statistical Data base for children; used by UNICEF)
www.childinfo.org
Country Data on Child Labor: For some ADB countries, not all.
(Proportion of children 5-14 working, by country, 2000)
http://www.childinfo.org/eddb/work/database.htm
Data from End of Decade Assessment abstracted from national Multiple
Indicator Cluster Surveys: Education, Child Labor, Maternal Mortality, Child
Disability, Water and Sanitation, Salt Iodization and others. (Four SPSS data
files were produced, corresponding to the four main units of analysis:
households, household members, women in reproductive age [15-49 years]
and children under the age of five).
Databases are available for the following ADB Countries (but access
requires registration/password): Indonesia, Lao PDR, Philippines, Viet Nam,
Azerbaijan, Mongolia, Tajikistan, Uzbekistan
NB. The MICS surveys contain no information on either social protection
or on household incomes/expenditures.
A4. International Labor Office (ILO)
http://www.ilo.org/public/english/protection/socsec/publ/css/table11.htm
1. World Labor Report of 2000
Table 11: Social Protection coverage: “Protected persons” (old age
invalidity, employment injury, health care, unemployment benefit, and family
benefit) as % of and contributors as % of the total population. Asian countries
included: China, Indonesia, Pakistan, Singapore, Sri Lanka, and Thailand.
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Table 14: Public Social Security Expenditure (latest available year is 1996):
Total social security expenditures as a % of GDP and total public expenditure.
In both cases, the latest year for which data is available is 1996.
2. World Employment Report, 2000
http://www.ilo.org/public/english/support/publ/wer/tables/tabl_toc.htm
Table 2: Labor force participation rate
Table 3: Employment to Population ratio
Table 4: Unemployment Rate
Provided for most Asian and Pacific countries.
3. Social Security Expenditure and Receipts
http://www.ilo.org/public/english/protection/socsec/publ/css/
cssindex.htm
Disaggregated by main categories and expressed in local currency, US$
and as % of GDP. Available for various years between 1990 and 1996 for the
following countries: Azerbaijan, China, Indonesia, Malaysia, Philippines,
Thailand, Bangladesh, India, Pakistan.
A5. International Monetary Fund (IMF)
Government Finance Statistics Yearbook (2002)
Some countries only: social security contributions—1992-2002
Supplementary Manual (2002)
http://www.imf.org/external/pubs/ft/gfs/manual/supp.pdf
Thailand: social security contributions and expenditure, social protection
outlays—1999,2000,2001. NB. No other countries available.
The existence and usefulness of IMF Country Reports has not been
reviewed. If relevant, these documents will be researched during the
“upscaling” phase of this study.
A6. Organisation for Economic Cooperation and Development (OECD)
Social Expenditure Database: 1980/1998 2001 Edition (CDROM)
Contains internationally comparable statistics on public and private social
expenditure at program level for above dates, but information only covers
developed nations
A7. Social Security World Wide (SSW)
Social Security Worldwide covers six different databases on social
protection, all of which can be accessed and searched using simple, easy-to-
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use search screens subject to the payment of US$400 for CDROM or US$700
for internet access. These six databases are:
(i) Scheme Description. Concise outlines of social security systems
in over 170 countries (from Social Security Programs throughout
the World, published jointly by ISSA and US Social Security
Administration);
(ii) Complementary and P
rivate P
ensions. Profiles of the system of
Private
Pensions.
complementary and private pensions in 52 countries;
(iii) Reforms. Summaries of important reforms in social protection
programs since 1995 (from the ISSA Development and Trends
database published as Trends in Social Security);
(iv) Legislation. References to social security legislation, including,
in some cases, the full text of legislation (from the NATLEX
database maintained by the International Labor Office);
(v) Bibliography
Bibliography.. References to books, periodicals and other material
on social protection issues available in the ISSA Documentation
Centre. The full text of ISSA meeting and conference reports since
1999 are also available; and
(vi) Thesaurus. Key social security terms in English, French, Spanish
and German (used in the other databases for indexation purposes).
Social Security Programs Throughout The World: Asia And Pacific, 2002:
http://www.ssa.gov/policy/docs/progdesc/ssptw/2002-2003/asia/
ssptw2002asia.pdf
Available for the following ADB member countries: Azerbaijan,
Bangladesh, China, Fiji, India, Indonesia, Kazakhstan, Kyrgyzstan, Malaysia,
Micronesia, Nepal, Pakistan, and Papua New Guinea. Four types of information
are provided:
(i) Types of social security programs;
(ii) Types of mandatory systems for retirement income;
(iii) Demographic and other statistics related to social security, 2002;
and
(iv) Contribution rates for social security programs, 2002.
Owing to the restricted access, it is not possible at this stage to identify
the statistical data provided. It would appear, however, that much of the
information is primarily qualitative in nature with little data on the number of
beneficiaries or coverage. There is, however, limited free access. For the abovementioned countries, qualitative information is provided on the regulatory
framework, coverage, source of funds, and qualifying conditions for government
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insurance programs for old age, disability, survivors, sickness, and maternity
benefits.
A8. UNICEF
State of the World’s Children, 2004
http://www.unicef.org/sowc04/sowc04_contents.html
Government expenditure on education in East Asia and Pacific: shows
the rise in the percentage of government expenditure on education from 1990
to 2000 in East Asia and Pacific.
Table 5. Education: lists countries’ and territories’ education-related
statistics, including Adult Literacy rate, Primary School Enrollment Ratio,
Net Primary School Attendance and Secondary School Enrollment Ratio;
Table 9. Child protection (READ ONLY EXCEL/PDF File): lists selected
countries’ and territories’ child protection-related statistics; gives figures for
Child Labor, Birth Registration and Female Genital Mutilation; and
Table 10. Rate of progress: lists countries’ and territories’ rates of progress
towards the satisfaction of some essential human needs— statistics available
for Under 5 mortality rate; GDP per capita average annual growth rate, and
Total Fertility Rate).
NB. No data on social protection although estimates of child labor may
be of some use later in the Study.
A9. United Nations Development Programme
Emphasis is on the Millennium Development Goals, none of which relate
explicitly to Social Protection, so relevant data is limited in the extreme.
The UNDP’s Human Development Report for 2003 has various estimates
for the % of GDP spent on health and education. Table 20 give estimates of
the # of internally displaced people and refugees by country, which might
just be relevant.
A10. World Bank
World Development Indicators. 2003
Table 2.10 entitled “Enhancing Security” gives public expenditure on
pensions, health, and education as a % of GDP and per capita income. Table
2.9 gives pension contributors as a % of the labor force and the working age
population.
A11. Overview
The initial review of international data sources reveals a general paucity
of data on Social Protection. The only indicator that might be available for a
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majority of countries is government expenditure on social security and welfare,
i.e. the cost element of SP. Data is not always available for recent years (e.g.
since 2000).
In contrast, there is considerable amount of basic statistical data on the
economy, population, employment, etc.
Although country reports by international organizations (e.g. the World
Bank and the ADB) and national statistical reports have not been researched
in detail, it is considered very unlikely that there will be much information on
the coverage and distributional impact of SP activities or for that matter on
the SP activities of NGOs.
The principal implication is that deriving an SPI for countries not forming
part of this study will almost inevitably result in a less comprehensive index
(e.g. using only involve the cost element) than will be achieved for the six
countries forming part of this study.
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Social protection is increasingly seen as an important and, to a large
extent, a missing aspect of globalization. To date, there have been few
cross-country assessments of social protection in developing countries.
This book is the result of a research financed by Asian Development
Bank’s Cooperation Fund in Support of the Formulation and
Implementation of National Poverty Reduction Strategies (funded by the
Government of the Netherlands) and the Poverty Reduction Cooperation
Fund (funded by the Department for International Development of the
Government of the United Kingdom). The research has developed a social
protection index methodology that systematically and consistently
presents quantitative and qualitative information at the country level. It
has also been condensed into an index of the overall level of social
protection. The index is calculated for six very different Asian countries,
namely, Bangladesh, Indonesia, Mongolia, Nepal, Pakistan, and Viet Nam.
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