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Résumeé de la these

Notret h se a pour objectif do®tudier | es princi
de | a protection sociale. EI I edévetoppésscammeen dan
d®vel oppement dobatt ei ndrobjeclif aouligné danslebjedtifede s o c i
Développement Durable out en ne mettant pas en p®ril | 8
Dans la littérature, il y a des travaux qui ont é&&sesur le suj&ependantls restenéncore peu

nombreux en ce qui concerne les pays en développement notmmment| e s effesédes t i on s
recettes fiscales sur le financement de la protection etodeafeinégalités de geretre thése

pemet ddapprofondir | e sujet en se focalisant
des données plus récentes, en conduisant une analyse économétrique au niveau agrégé et désagt
de certaines variables explicaBven faisantdes @e s de cas pays$ ddleulgdAafy
et le Pérou.

Lat h se est constitu®e de quatre chapitres. L
sur le financement de la protection sociale approximé par les dépenses publiquesoen protec
sociale. Le premier chapitreperte r 30 pays dO6Afriqgue et -ddAmM®I
2010 et |l e deuxi me sur | es 9 p-20b7vDansdes deuxd e |
cas, | anal yse ®cono m@dcattesdiscdegrégéespaméeé | pmamsntume
significatif sur les dépenses publiques en protection sesatsultats obtendande chapitre 1,

montrent quee sont les recettes fiscalesrs ressoursequi ont un effet positif significatfeux

obtenus dns le chapitre Bontrent queesont les transferts nationaux aux provinces qui ont un

effet significatif et positiEn particulier, il a été observé gieets dcomposant Provincial Equity

Share detransferts nationaux qui a un effet significatif et positif.

Le chapitre 3 porte sur | def f et de travaill
composants de la protection socéml@résencel 8 u n e  Mlenstrbute» emgUruguay pour

| afinée 201En utilisant lenodelederégressiofogistiqueles résultats nous permettent de voir que
malgré la mesurévtonotributoé mi se en pl ace, | 6®cart de cou
informel et ceux du secteur formel reste non nédmégea

Le chapitre 4 est une analyse économique et de genre de la couverture en pension de retraite d

P®r ou, | 6Afri qgue du S u2018¢tds résuliats decetta anglysesmontrerit a
qgudil y a effecti vemagénretde pdrdcgpationra®gatidations®@ sn systémeg e r
de pension de retraite. Cependant , I ndy a

observées sur le marché du travail.

A | 01 s s u,nodisrecanmenarndoasxyga@uvetnements des paydéveloppemendda c cr o~ t r
leurs efforts de mobilisation des ressoda@gstiquegour atteindre la soutenabilité financiere des
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systémes de protection sociddesontencouragéa poursuivre legformes emroursdu systeme

fiscal pour le rendreyd efficientet procéder 4 6 al | ocati on efficiente

politiques de développement dont la protection sdtsat®nt aussi encouragda &ééforme du

syst me dodéinformation pour am®]| lisabonatla mideen s ui v
pl ace de mesures incitatives ~ payer | 0i mp?tt

Comme | e montre | e cas de | 8Afrique du Sud,
transferts nationaux vers les provinces qui devraient en outre obtenir plus deleocollecte
doi mp?tt.

Les gouvernements samifin encourag@smettre eplace depolitiques de protection sociale plus
inclusives telles que leslenotributo» déja présenti ans cert ains pdopts doA
| & Ur ,ulegsupeogrammes de plam@fion urbaineen cohérence avec la protection sgciale
I
f

(@]

am®Il i orati on diasi dquaes masards favoflsant |8 @wtinutéadt travai des

D

mmes une fois qubdelles sont mari ®es et qud

Mots cléProtection Sociale Universelle, Financement de la protection sociale, soutenabilité financiér:
transferts nationaux, secteur informel, genre, Objectifs du Développement Durable, Pays en dévelc
Amérique Latine, Afriqu8ud, Pérou, Uruguay.
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Introduction générale

La soutenabilit® financi re des programmes d
dans les pays développés ou dans les pays en développement. Etant donné une tendance a la hau
de la population vieillissante dans les pays dévelbppégartie des pays a revenu intermédiaire,
ces derniers font face °~ des d®penses i mport
des r®formes telles que | daugmentation de | 0
financenent plus adapté au contexte actuel.

En ce qui concerne les pays en développement, la protection sociale est devenue une nouvelle priorit
pour faire face aux effets négatifs de la pauvreté et de la paupérisation des populations qui ont éte
aggravés pareds pol i tigues ddajustement struc'tur el
considére actuellement que les politiques macroéconomiques sont indispensables pour la réductiol
durable de | a pauvret ®, mai s  qgnstiuédn Iceogérer e s t
not amment avec | d60rganisation I nternational €
développement, de la protection sociale en tant que droit essentiel de la personne reconnu par |
Déclaration de Philadelphi&e défi pourds gouvernements de ces pays est de mobiliser de maniere
durable, des ressources pour financer les programmes de protection sociglenaisshassi

| 6extension de | a couverture ° une plus gran

Par protection sociale, on peut comprendre u
seécurité sociale, aux soins de santé et & un revenu minimum et le respect de la dignité et des droits «
tous. (1L O, 2014) . E lahce, de tmnmsfprt de tessaueees sur le oycle de o n
vie (lissage du revenu dans le temps), de redistribution et de solidarité générale. Elle soutient |
consommation intérieure, renforce le capital humain des personnes les plus vulnérables et la

productivittEl | e r ®duit ainsi | es risques de pauvre

Lorsque le systeme de protection sociale est assez peu développé dans un pays, cela est suscept
ddentra’ " ner une augmentation des i n®gegtuhei t ®s,
faible demande en temps de crise. (ILO, 2014).

De maniére plus désagrégée, la protection sociale joue un réle spécifique pour les enfants et la famill

les travailleurs, les personnes invalides, les femmes enceintes, les personnes en éda de prendr

! Bangue Mondiale, Stratégie en matiére de travail et de protection sociale, 2001, 2012
2 5SOfFNY A2y RS tKAfIFTRSELKAS FR2LIISS £S mn YFA wmdnn
Internationale du Travail
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retraite. Ainsi pour les enfants, elle permet la réalisation de leurs droits, deéteziebiéa leur

potentiel. Pour |l es travailleurs, elle |l eur ¢
de travail, doddaatodc h &®me rdte. m@AaU ardti eaux f e mr
sociale | eur permet de continuer ~ percevoir

acces aux soins de santé maternels de @ladi{2014).

La protection sociale joue aussi U@ i@portant pour les personnes en age de partir a la retraite a
travers leur droit a un revenu (pension) pendant la retraite (ILO,2014). Enfin, la protection sociale
permet | a promot iHfoenmnoees |dGa@ggardhiibue@nipihoome degst

auxpopulations les plus pauvres

Les composants principaux de | a protection s
couverture <contre |l es accidents de travail,
maternité, allocatis familiales, pension de retrgited, 2011 jLO,2014; 2017b).

De par son réle et son impact sur la réduction sur la pauvreté, la protection sociale a été incluse dan
|l es Objectifs Durables du D®v elpooegennseciale ave
universelle ddici 2030. Ell e est cl air-ement

dessous).

Encadré 1 : Les objectifs de développement durable en lien avec la protection sociale. (UN
2015.A/RES/70/1).

ODD1. Eliminer la pauvreté sous toutes ses formes et partout dans le monde.

1.3 Mettre en place des systémes et mesures de protection sociale pour tous, adaptés a
contexte national, y compris des socl es
2030, me part importante des pauvres et des personnes vulnérables en bénéficient.

ODD3. Permettre a tous de vivre en bonne santé et promouvoir le bien étre de tous a toy
3.8 Faire en sorte que chacun b®n®fi cdnte
une protection contre les risques financiers et donnant acces a des services de santé
essentiels de qualité et & des médicaments et vaccins essentiels sdrs, efficaces, de qual
ddun co%t abordable.

ODD5.Parvenir 7 | 8 ®g a leritout® led fersmes et [gsdilles. et au
5.4 Prendre en compte et valoriser les soins et travaux domestiques non rémunérés, p
mi se en place de services publics, doin

par la promotion du partage des rgmonsabilités dans le ménage et la famille, en fonction d
contexte national.

ODD8. Promouvoir une croissance économique soutenue, partagée et durable, le plein ¢
productif et un travail décent pour tous.
8.5 Ddici © 2030, p activeegarantra soutes fe$ femmes eeantqu
les hommes, y compris les jeunes et les personnes handicapées, un travail décent et un
salaire égal pour un travail de valeur égale.

ODD10.R®duire |l es in®galit®s dans |l es paysg

10.4 Adpter des politiqgues, notamment sur les plans budgétaire, salarial et dans le doma
de la protection sociale, afin de parvenir progressivement a une plus grande égalité.




Selon le type de financement de la protection socidigtjmgue un systeme contributif, un systeme

non contributif, un systeme combinant les deux. Dans le systeme contributif, les individus cotisent

pour en °tre b®n®ficiaires. ! peut sdagir d
Dans lesysteme non contributif, le financement est assuré par une tierce,zeisanvee nt | 0 Et

peut étre universel ou étre accessible sur certains critéres comme le niveau de revenu, la présen
ddenfants en b alkO, WilelORalals0,20E5]LO) @01 2aglled,2017b).

Le graphiqué suivant extrait du site de GSDR&bvernance and Social Development Resource
Centre) résume bien les différents composants de la protection sociale selon que le systeme so

contributif ou non contributif.

Graphque 1. Taxonomie des instrumentsla@rotection sociale.

Social protection

Non-contributory Contributory

Social Social Labour market policies

Social assistance ; : 2
care insurance and interventions

Social Public works | Fee waivers [l Subsidies > Family support | > Health Active: Passive:

transfers programmes W > For basic > Fuel e HEHIEEEE > Work sharing > Maternity

> Cash transfers [l > Cash forwork health/ > Food >Home-based |l >Insurancefor: | | Training benefits, injury

education care ~Unemployment compensation,
> Vouchers > Food for work ~Matemnity/ > Job-search and sickness

> In-kind > Vouchers for paternity services benefits for
transfers work ~ Disability those in work
(including :
school - Work accidents > Changes in

legislation

(e.g. minimum

wage, safe

> Crop/livestock working

insurance conditions)

feeding) >0ld age
pension

Notes: (1) ‘Non-contributory’ schemes are defined by the International Labour Organisation (ILO) as those that, ‘normally require no direct (financial) contribution from
beneficiaries or their employers as a condition of entitiement to receive benefits’ (ILO, 2017). Public works programmes are usually counted as ‘non-contributory’
even though the recipient contributes labour. (2) Social transfers may be conditional or unconditional. A conditional transfer requires the recipient to meet certain
behaviours (such as ensuring school attendance) to receive the benefit. Source: Adapted from 0'Brien et al. (2018: 6).

Sourcehttps://gsdrc.org/wpcontent/uploads/2019/10/SPGuide_Figl.jpnsulté le
03/10/21).

De maniéere globale, des efforts ont été fournis par les gouvernements peddameles

d®cennies, pour |l a mise en place et/ ou | 8dam®l

des partenaires techniques et financiers bilatéraux ou internationaux. Cependant, environ seulemer
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495% de la population mondiale ont acagseeforme de protection sociale. Ce taux est beaucoup
plus faible (17,8%) pour | 6Afrique (I LO, 2014
la protection sociale, les enfants sont respectivement couverts a 34,5% au niveau mondial ; 15,9% e
Afrique ; 6@2% dans les Amériques aveb%3n Amérique du Nord et 61.4% en Amérique Latine

et |l es Carapbes. Les femmes venant dobéaccouch
mondi al ; 15, 8% au niveau deEn |coeAfguiqg uceo n c e6r8n, e
chémage, elle est accessible a 21,8% des personnes actives non employées au niveau mondial ; 5,
en Afrique et 16.7% dans les AmériqueSy%®8n Ameérique du Nord et,2% en Amérique Latine

et les Caraibes). Enfin, 6786% s per sonnes ©g®es sont b®nN®fic
niveau mondial ; 29,6% en Afrique{22en Afrique Subsaharienne) ; 86,2% dans les Amériques
(100% en Amérique du Nord et8B@ en Amérique Latine et les Caraibes). (ILO,2014 ; ILO,2017b)

! est donc i mportant doOo®tendre | a protectioc
réaliser la couverture universelle a long terme. Par conséquent, chaque pays doit pouvoir mobilise
les ressources nécessaires pour financer de mangible sbn systeme.

Quels sont alors |l es facteurs pouvant agir s
| 60rgani sation Internationale du Travail , il

ddaccr o’ tr e réenprotectior sociade delapopulatiort awsavoir : 1) la réallocation des

d®penses publigqgues, 2) | daugmentation des re
sécurité sociale et la participation des bénéficiaires par des prélavementsess r evenu, 4
| aide internationale et aux transferts, 5) L
r ®serves de change, 7))l e recours 7 dt8empru

| 6adopt i onmacraéédonomique plus aceommodant.(ILO,2015;1L0,2017a).

Cbest dans ce cadre de r®fl exion sur | a sout
s6inscrit notre th se articul ®e en gnurginr e ch
African and Latin American countries ; ii) Tax revenues and social protesestudy of South

Africa; iii) Social protection and Informal Sector: Case Study of Uruguay; iv) Economic and gender

analysis of the pension coverage financingstadgeof Peru, South Africa and Uruguay

Nous avons en effet choisi de nous focaliser sur les modes de finarcarig¢mpréconisés par

| 60I'T en travaillant sur | es recettes fiscal
négligables agissant sur le financement atéongp et dacc s uni versel en p
pays qui enregistrent de faibles taux de couv

ceux qui mobilisent le moins leurs ressources proptes garent moins bien. (Cichon,2004 ;
Bastagli et al., 201Buran Valverde et al, 2013 ; ILO,2015 ; Brun et al., 2016 ; ILO,2017a). Ce sont
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ces pays également qui ont une part importante de travailleurs du secteur informel. (Canagarajah ¢
al. 2001 ; lsles,2003 ; Pelissery et al.,2007 ; 20@h; Mathauer et al.2008 ; bal,2015)Enfin,
cespaysnr egi strent une forte iIin®galit® genre en
la pension de retraite.

Nous avons également choisi de ioosc al i ser sur | es pays africa
nous intéressons de prés aux questions liées au développement, a la santé et a la réalisation d
Objectifs de D®vel oppement Dur abl es. De pl us
sont des exemples en mati re dbéextension de

nombre. Les résultats observés dans notre these pourront servir aux autres pays en développemel

pour | dam®lioration de tbkasoutenabilgédinancile. de pr ot e

Nous avons choisi de travailler sur les quatre essais évdgasgscen guise de contribution a la

' itt®rature et aux tr av au xcondeRtfainotreduad sursufes par
période plus récentepur | es pays africains et dO6AmM®ri qu
travaux tels que Murshed ef2017)Anton et al.(2006); Matuspez et a2016) Zemmour(2012);

Sojo et al.,(2015); Mathauer et al.,(2008) ; Barnighansen et al.,§2@019,(2D20); Ginn,(2003)

ont éte réalisés sur les différents themes abordés dans la thése. @Cegdagpdastie travasont
peunombreux en ce qui concerne les pays en développement nofaanmagort la question

del 6ef f et deEssuriedimarcentert de ld proeaian satia@euestion des inégalités

de genre. Déautres parts, certaines ®tudes |
ddanal yse choisie comme | a non p ericer avadable c o mp
dépendante. De plus, les études degagasontsouvententréesur b a n a | capacitépayer| a

des travailleurs du secteur inforilnedb,bacc s aux di ff®rents composa
donc sembl ® utile doutiliser une aleirésdtata ppr o
des études de Sojo et al. (2015) et de Rofmans(2088¢cteur informeldafessp ay s dd Am®r |
Latine nous ont poussé a voulesapprofondir aveane étude de cas.

Dans | e premier chapitre, une analyse d®sagr
|l a protection social e estonom@dmueies @pel sur 30 @agsi d e
doAfrique et doAM®riqgl@latlLaebase da ¢g®&®NN O
construite avec les données issues de différentes institutions internationales telles que le Fond:
Monétaire International, laBgn e Mondi al e, | 6Organi sati on Mon
América Latina y el Caribe », « International Centre for Tax and Development », « Transparency
International », « International Social Security Association », et de la base de domsées de Ma
(2014).
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Les r®gressions ont dodabord ®t ® effectu®es a
la modélisation, ces derniéres ont été scindées en deux parties : les recetiesfisuaies et

les recettes fiscalebors resource». Les recettes fiscalesessource» sont les recettes fiscales

coll ect ®es sur |l es activit®s dodoextraction de
considéré comme recettes fiscafess ressourse. (Mansour,2014).

Lerésultat révele un effet positif significafrdcettes fiscaledhors ressourcessur les dépenses
publiques en protection sociale. Pour une augmentation de 1% des recettes fiscales hors ressource
pourcentage de PIB, on observe une augmentati@B4dpoints de pourcentage des dépenses

publiques en protection sociale toutes choses étant egales par ailleurs.

La régression met également en évidence un effet positif non significatif des recettes fiscales et de
recettes fiscalesessource». Les \ariables de contr@jgopulation rurale, population agée de 65 ans
et plus, taux de mortalité des enfants 4gés de moins penb également un effet significatif.

Pour pallier un possible probleme de causalité inversdedesetardées des recstfescales ont

®t ® i ntroduites au niveau agr®g® et d&sagr ®g
pour une augmentation de 1% des recettes fiscales en pourcentage de PIB, on observe une
augmentation del® points de pourcentage dépenses publiques en protection sociale toutes
choses ®tant ®gal es par «adrslréssourgeseste uniguerente t d
significatif a-8 : pour une augmentation de 1% des recettes figsbales ressourse en
pourcentageelPIB, on observe une augmentation, 2@ points de pourcentage des dépenses
publiques en protection sociale toutes choses étant égales par ailleurs.

Dans le deuxieme chapitre, une étude de cas$ payeiqLE du Sud est effectuée avec une analyse
macpb comme dans le premier chapitre en utilisant le modéle en panel sur la pé26dg 2002

sur les neuf provinces du pays. Les données ont été collectées en consuiiaterhetsitthe
Statistics South Africasée dee | I6&Afmstgiututdun &tul
Trésorerie Nationale.d Af ri que du Sud a c o réséalCeptie stiudtuceu | ar i
administrative a pour conséquence une organisation particuliere des systemes de protection socia
et fiscalDans ce chapitre, ce sont les transferts nationaux aux provinces et non les recettes fiscales
qgui sont d®sagr ®I®s au niveau provincial dan
transferts nationaux aux provinces sont une proportion dessdisetiles collectées au niveau
national etllouéesux provinces et aux municipalités. lls sont composés de la « Provincial Equity
Share » et de subventions conditionnelles. lls constiplaatgrande part des ressources publiques

des provincesn omparaisonauxe cett es fi scales coll ect ®es au

le faible ptentiel fiscadles provinces.

19



Comme pour | es r®sultats obtenus dans | e prer
un effet non significatifed recettes fiscales non désagrégées (en pourcentage du PIB/par téte) sur
les dépenses en protection sociale en pourcentage du PIB. Ce sont les transfertaunationaux
provinces qui ont un effet significatif et positif sur ces dernieres. Pour une togrderitéo des

transferts nationaux aux provinces en pourcentage de PIB, on observe une augmer@tation de 0
points de pourcentage des dépenses publiques en protection sociale toutes choses étant égales
ailleurs. Ce résultat est aussi observé poarisies retardées des recettes fiscales.

Lorsque les variables transferts nationaux aux provinces et recettes fiscales provinciales son
exprimées en unitpar téte, on observe que pour une augmentation de 1% des transferts nationaux
aux provinces paéte (en milliers de rands), il y a une augmentatior086.00¥0.009/0.007

points de pourcentage des dépenses publiques en protection sociale respectivénméentta t, t

toutes choses étant égales par ailleurs.

Ladécompoision dela variable &msferts nationaux aux provinces en « Provincial Equity share » et

« Conditional grantsmsontre quecd e st | a composante ¢ Provinci:
significatif sur les dépenses provinciales en protection sociale. Pour une augmetiatotade 1
Provincial Equity Share » en pourcentage de PIB, on observe une augmentiqoides @le
pourcentage des dépenses publiques en protection sociale toutes choses étant égales par ailleurs. P
une augmentation de 1% de la « Provincial BBhatg » en pourcentage de PIB retardéeta t

on observe une augmentation @2 @oints de pourcentage des dépenses publiques en protection
sociale toutes choses étant égales par ailleurs. Ce résultat est en adéquation avec le fait que la P

constiue a peu prés 80% des transferts nationaux sur la période étudiée.

Dans | e chapitre 3, une analyse micro®conom®
sur | 6acc s ° une forme de protectneenguéts oci a
"Encuesta Longitudinal de Proteccion Social,

Social"e2013elJr uguay. LOi d®e principale de ce chap
visant a étendre la protection socialerauvgitieurs du secteur informel « Monotributo » 6 ® c a r t

couverture en protection sociale entre cette catégorie de travailleurs et les travailleurs du secteu
for mel est r®duit omenotribda»,l onentenduneenesuren@yantaafoes n t . P
une dimension fiscale et de protection sociale car elle permet de collecter les cotisations de sécurit

sociale et | 0imptt (H@214xr ravaill eurs ind®pend.

La base de donn®es ndayant pas umeouwedureciem bl e
protection social e, nous avons r®alis® | danal

(pension de retraite, assurance maladie et accident, allocation chdmage et allocation maternité.

20



Les résultats de cette analygeutili® le modéle logistigumontrentent r e autr es qu
travailleur a son propre compte, propriétaire ou non, avec ou sans capital, diminue la probabilité
do°tre b®n®f i ciaire de | a pensdeonl @ahdmage ataii ¢ ©
de | 6all ocation maternit®. A nésrasalari€ diminge lau n t T
probabilit® dédavoir acc s °~ une pension de r

observe le méme effet pour le travaillelépaendant en ce qui concerne les trois premiers €léments

de | a protection sociale. Ctre un travailleu
déavoir acc s 7 une pension de retCesréstats de 5
nous permettent de voir que malgré la meddometributoé mi se en pl ace, | 0@

entre travailleurs du secteur informel et ceux du secteur formel reste non négligeable. Il convient de
noteraus sisilgoneifffiectcat i ti @dm,nidueduedd@®@e@uc ®si dence
la relation au chef du ménage.

Dans le quatriéeme chapitre, une analyse économique et de genre de la couverture en pension d
retraite de deux pays doAm®r ricgiu(Afrigueadt Bud)eest ( Ur u
réalisée sur une période de ZBB. Les données utilisées proviennent de la base de dolanées de
CEPAL, de | 6institut national de statistique:
Banquenondi al e. Il sdagit de voir si | es ®carts
a un systeme de pension de retraite refletent ceux observés sur le marchéldd tRavadl.r t a
défini comme la différence entre la proportion des hompmueis contr i buent au f
systeme de retraite et celle des femmes. Pour les caractéristiques du marché du travail, la mén
méthode a été appliquée.

Les r®sultats de cette analyse montrende qudi
participation aux cotisations a un systeme de pension de €taitee ndant |, i noy
systématique avec les inégalités de genre observées sur le marché du travail

Ainsi | 6Uruguay est | e pays urda®ériede éutdite. CebBé@acta r t
est a peu pres égal a deux points de pourcentage de 2008 a 2010 puis il se réduit a 1 point d
pourcentage en 2011 avant de devenir négatif de 2012R@al8. | 8 Af ri que du ¢
compris entre 4,6 et 6,5 poidts pourcentage. Quant Réroy il varie entre 4,9 et 6,7 points de

pourcentage.

En revanche, | 6Uruguay sodoest r ®¥f@meseftermes | e
de participation au marché du travail. Il est compris entre 14,53 etifh& 8@ pourcentage entre
2008 et 201N ®a n moi n s, | Uruguay es ts/feanmasdeiplugible pays

pourcequconcernele | a participation au s ectcienterieuri nf or
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a un point d@ourcentagenvaleur absolygour les années 2008 a 2012 et les années 2014 a 2016
et il devient négatif & partir de 2015.

Une analyse plus poussée sur ce theme aurait fourni des résultats plus rigoureux et tenant compt
ddun nombre pl us i nipwlavYadablé démpkrdanteantais kesiobservatiogs as s
notre disposition étaient limitées.

Les résultats obtenus par les différentes analyses de la these nous ont permis de tirer de:
enseignements importants en matieésodeenabilité du financement dprtztection socialet qui

sont évoqués en détails dans la conclusion générale.
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Chapitrel: Tax revenues and social protection financing in African and

Latin American countries.

Introduction :

As already indicated in the general introdycmeial protection plays an important role in the
reduction of povertysupport for betteeducation, better health,) &ind in the prevention and
mitigation against potential rigkiskness, unemployment, work acciden}satcurring during the
active life of individuals but also outside @O, 2011; 1LO,2014; ILOR2015;ILO, 2017a]LO
2017h.

To finance social protection systems, countries have different types of financing such as family or
community supporat their disposallhis is the case, for example, for elderly people who have
reached the age of retirement and whbhaursed, fed, cared for by their children who have grown

up. This is also the case for people who face a sudden severe illness and whose care will be finance
by money from a tontine or any other form of community funding.

Financing can also be done throsmtial contributions to a health insurance organization, a pension
system. People contribute so that the costs of contracting a disease can be partially or totally refunde
in the future. They also contribute to receive a retirement pension in thé&rou legal point

of view, employers contribute part of a social charge and the remain part is paid by employees.
Another way of financing social protection may be regular savings in individual accounts during their
working lives in order to finance thetirement in the future.

Finally, countries can use government revenues in the case where social protection beneficiaries d
not contribute directly. Public resources can be constituted through tariffs; direct taxes (income taxes,
wealth tax); indiretdixes (basesaMe Added Taxemxes on financial transactions), taxes linked to

the exploitation of natural resources, international aid (Gethain 2004 Barrientos,2007

UNRISD, 2008I1LO, 2011;Barrientos, 201Bastagli et al., 2Q1BuranValverde et al 2013

Harris, 201 Bastagli, 20180, 2015Brun et al., 2018atusLopez M. et al., 201160,20174

Onecan wonder whether each of these types of financing is sustainable over time for achieving and
maintaining universal co&ge in social protection.

It is assumethat the greater the share of tax rev@nu@DPis,the greater the resources would be
available for social protection programs. This would allow better financial sustainability of these

programs.
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Otherstudies worked previously on the contribution of tax revenues for the financial sustainability
of social protection programs. Nevertheless, they are not numerous notably in developing countries.
One of the most recent studies has been carried out by d/etrsthan March 2017 and published

by UNU-WIDER. The authors analyiie effect of tax revenues on social protection expenditures

in developing countries (98). However, their study presents some limitations, as they used only five
points of observatidior the dependemariableand they had to calculate averages on five years for
explanatory variables. The main reason for applying this methodology was the lack of data. However.
there isa risk of bias in the results, as the continuous evolution of public social protection
expenditures was not considered.

As forAnton et al(2006) and Mattlsopez et al. (201,@heyputan emphasis on the important role

of tax revenues mobilization byngsisimulation method#&levertheless, given that they use
simulation methods with different scenarios (example: removal of subsidies for the energy sector,
increase in 8ue Added Taxsome factors explaining public social protection expenditures may not

be taken into accounfemmour (2012) also worked on the issue by using an economic analysis.
Nonetheless, it is necessary to conduct a more rigorous study comprising as sarfjutaotorg
sustainable social protection financing as pos#siblée main motivation of our study.

This chaptercontributes to the existing economic literature asnprisean econometric study

carried out on a continuous period from 2000 to 2010 in developing cAumgiesabke abetter

captureof the effect of tax revenues on social protection financing and a more precise magnitude of
this effectDatawas gatheredom different databasasdsubsequentlyarmonized. Furthermore,

in the second part tfieeconometric studiax revenuegresubdividedn two partsoresourcétax

revenues anghon resouraetax revenued his was done in order to observe which of the two has

a more important effect on social protediioancing

Wefound a positive effect but non significant of tax revenuesesudircé tax revenues. As for
non oresourcétax revenues, they have a positive and significantTéffecontrol variables rural
population, population aged 65 years and over, mortality rate of under five years olasthildren
have a significant effect on the variable of interest

The remainig part of thechaptelis organized as followinh): Backgroundl I) Factors influencing
financial sustainability of a social protection systg¢mrésentation of data, V) Presentation of the
model, \Y) Econometric Analysis N'IConclusion.

%In the study, sociplotection expenditur@gere choseas a proxy for social protection financing. They
comprise health insurance expenditures, unemployment benefits, pensions, safety nets.
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II) Background:

A) Brief presentation®al protectiod its current treridrms of coverage

There are different types of social protection composents ashealth insuranceenefits
unemployment benefitsprk injury benefits, disability benefriaternity benefits, child and family
benefits, pension benefits.€¢iLO, 2011; ILO,2014; ILO 201K;0 ,2017a; ILO 2017b)

In order toachieve universal social protectioany treaties have bedaborated and been adopted

by members of thieternational Labour Organizatidh@). Some of them are summarized in the
followingbox 2.1n 2010aso c i a | pr ot ect iaa imtegfated setrof sdcelf poliniesd a
designed to guarantee income security and access to essential social services for all, paying particu
attention to vulnerable groups and protectir
adopted.

It has fo maina i nbasic imcome security, in the form of various social transfers (in cash or in kind),
such as pensions for the elderly and persons with disabilities, child benefits, income support benefits
and/or employment guarantees and services for th@layethand working poor; universal access

to essential affordable social services in the areas of health, water and sanitation, education, foot
security, housing, and others defined according to national griftitz2011)

ILO (2011) recommended atagr number of measures to implement social protectiomflarh

country (Seebox 3 below)
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Box 2: Example of treatieon social protection.

Main treaties on social protection:

>C102- Social Security (Minimum Standa@s)vention, 1952 (No. 102):

> R202- Social Protection Floors Recommendation, 2012 (No. 202)

Other treaties:

>Universal Declaration of Human Rights,1948

°Article 22 ad 25 recognize the right to social security

>C118- Equality of Treatment (Sockdcurity) Convention, 1962 (No. 118)

>C121- Employment Injury Benefits Convention, 1964 [Schedule | amended in 1980] (No. 121)
>UN International Convention on Economic, Social and Cultural rights,1966

°Article 9 commits governments to ensure social fiootéar all workers in the Informal Economy
>C128- Invalidity, OldAge and Survivors' Benefits Convention, 1967 (No. 128)

>C130- Medical Care and Sickness Benefits Convention, 1969 (No. 130)

>C157- Maintenance of Social Security Rights Convention|N®8P57)

>C168- Employment Promotion and Protection against Unemployment Convention, 1988 (No. 168)
>C183- Maternity Protection Convention, 2000 (No. 183)

>R198, EmploymerRelationshifiRecommendatio200§No0.198)

>African Union, Social Protection Pfar the Informal Economy and Rural workers 2016

>|LO Recommendation 204, Transition from the Informal to the formal economy 2015

>SDGS,20155D6G 1,3,5,8,10.

Source ILO websitdLO standardsind the USP 203@ebsite(USP=Universabcial
protection)Consulted on 19/05/2021.
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Box3: Extract from the ILO recommendations for the implementation of the social protection floor.

0>Combining the of

individuals to seize opportunities for decent employment and entrepreneurship.

objectives p r eisks thusiemppwer
>A gradual and progressive phagingrocess, building on already existing schemes, according to
priorities and fiscal constraints.

>Coordinatim and coherence between social programmes. In particular, and within a perspecti
human development on a life cycle basis, the floor should address vulnerabilities affecting people
ages and socioeconomdmnditionsandshould be reggded as a framework for coordinated interventia
the household level, addressing multidimensional causes of poverty and social exclusion and aimn

productive capacity.

>Combining income transfers with educational, nutritional and healthivebj to promote human

development.

>Combining income replacement functions with active labour market policies as well as ass
incentives that promote participation in the formal labour market.

>Minimizing disincentives to labour market participation.

>Ensuring economic affordability and kbegn fiscal sustainability, which should be anchored in preg
and sustainable domestic funding souvgeite noting that international solidantyhe form of cossharing
may be needed to help to start the process in sosimetone countries.

>Coherence between social, employment, environmental and macroeconomic policies as ptatrof
sustainable development strategy.

> Maintaining an effective legal and normative framework, so as to establish clear rights and res
for all parties involved.

>An adequate institutional framework with sufficient budgetary resources, well trained profess
effective gosrnance rules with participation of the social partners and other stakeholders.
>Ensuring mechanisms to promote gender equality and support the empowerment of women.

>Effective healtHinancing systems to ensure access to needed health services aflgdod qu . 6

gvert:
national

ve treating

» of different

ns at

ing to unlocl

stance and

ictable

a long

ponsibilities

ionals and

Source ILO, 2011.

In practice, countrieshouldstill make efforts to achieve universal social protectomtya49.5% of

the world's population has access to some form of social protection. When disaggregated at the

regional level, this figure decreases even mdne Adrican regionas it becomes 4% (see table

1, below. The figures mentioned in the faliag tableshow inequalities in coverage as regions with

highersocial protection expendituregister the highest level of social protection covélrags.

for all the social protection componenie European and Central Asiaith 24%of GDP

expenditures on social protectianks first and thesrentage of coverage is over 80%itidren
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Tabk 1:Current social protection coveragd expenditurdaggregated and regionally
disaggregated).

World Africa Americas | Arab Asia&Pacifiq¢ Europe&
States Central

Asia

Aggregates 46.9 17.4 64.3 400 44.1 83.9

(exclu health)

Children 26.4 12.6 57.4 15.4 18.0 82.3

benefits

Maternity 44.9 14.9 51.9 12.2 45.9 83.6

benefits

Unemploymen| 18.6 5.3 16.4 8.7 14.0 51.3

benefits

Work  injury | 35.4 18.4 57.4 63.5 24.8 75.5

benefits

Disability 33.5 9.3 71.8 7.2 21.6 86.0

benefits

Old Age 77.5 27.1 88.1 24.0 73.5 96.7

benefits

Contributions | 53.7 134 64.9 29.2 54.7 84.3

to pension

Social 18.8 5.7 24.3 7 11.5 24

protection

expenditures

Healthcare 5.8 2 7.6 3.2 4.0 6.7

excl Healthcar( 12.9 3.8 16.6 4.6 7.5 17.4

SourceAuthor with data found olmttps://www.socialprotection.org/gimi/WSPDB.action?id=19

(consuled on 06/07/2021).
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benefits (82.3%), maternity benefits (83.6%), Disability benedits) (@& Agebenefits (96.7%).
Regions with the lowest social protection expenditures AM6aGDP, Arab stat&8oGDP)

have also the lowest children benefits (Africa,12.6%), maternity benefits (Africa,14.9%),
unemployment benefits (Africa,5.3%), work injury beafiica,18.4%), disability benefits (Arab
states,7.2%hpld age benefitArab states,24%)lence the importance of ensuring the financial

sustainability of social protection systems to achieve universal social protection.

B) Brigbresentation on tax revenues:

Tax revenues are mainly constituted of taxes on consumption and sales, corpgratsdaaks,

income taxes, inheritance taxes, property taxes, tariffs, tolls, natural resource extraction taxes
(ILO,2017% Theycan be clasfied in three categories: direceésgersonaincome taxgorporate
tax);indirecttax {alue Added Taxexcisessale taxes) and trade taxes (tariffs on imported and
exported goodsfjAguzzoni2011)

In the context of scarce resources, oh#eessity of ensuring the sustainable financing of public
policies and becoming more financially independent, developing countries are increasingly
encouraged to mobilize domestic resouttemtbas, 2005; Brun et al.,200§1zzonR011;

Bastagliet al, 2013; DuratValverde et al, 201B0O, 2015; Brun et al., 20160,2017a)n fact,tax

revenues are one of the eight recommendations of ILO and its partners to increase the fiscal space
of countries in order to create more resources availdb&e dostainable financing of the SDGS
including universal social protection by 2@&@b(x4,below).The fiscal space is definedHgjler
(2005) as the oavailability of budgetary roo
desirecpurpose without any prejudice to the sustainabilis/fiofancial positioh As for Roy and

Henty@ 009), they define it as oOconcrete policy
and the reforms necessary to secure the enagudiuggnance, Institutional and economic

environment for these policy actions (Aguzzoni,2011).
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Box4: Extract from the eight recommendaimiriLO and partners for the sustainable financing of

social protection.

1.0Re-allocating public expendituresthis is the most orthodox option, which includes assessioingn

budget allocations through Public Expenditure Reviews (PERS) and other types of thematic budg
replacing higlaost, lowimpact investments with those with larger ssmioaomicimpacts, eliminatin

spending inefficiencies and/or tackling corruption.

2.Increasing tax revenuethis is a main channel achieved by altering different types of t@e gtes
consumption, corporate profits, financial activities, personal incopesfyp imports or exports, natu
resource extraction, edar by strengthening the efficiency of tax collection methods and overall con

3. Expanding social security coverage and contributory revenuei existing social security syste
increasing coverage and therefore collection of contributions is a reliable way to finance socia

jet analyses
g

ral

pliance.

ms,

protection,

freeing fiscal space for other social expenditures; social protection benefits linked to ebgdegment

contributions also encourage formalizaifahe informal economy.

4. Lobbying for aid and transfers this requires either engaging with different donor governme
international organizations in order to ramp up Notith or Sout$outh transfers.

5. Eliminating illicit financial flows : Given the vast amount of resources that illegally escape dev
countries each year, estimated at ten times total aid received, policymakers should crack dow
laundering, bribery, tax evasion, trade mispricing and other financial crieuzd anelitleprive governme

of revenues needed for social and economic development.

6.Using fiscal and central bank foreign exchange reservehis includes drawing down fiscal savings
other state revenues stored in special funds, such as sewemtilgiiunds, and/or using excess for
exchange reserves in the central bank for domestic and regional development.

7.Managing debtd borrowing or restructuring existing debt this involves active exploration of dome
and foreign borrowing optioms low cost, including concessional, following a careful assessmen
sustainability. For countries under high debt distress, restructuring existing debt may be possible 4
if the legitimacy of the debt is questionable and/or the opfgrtost in terms of worsening deprivati

of vulnerable groups is high.

8. Adopting a more accommodating macroeconomic frameworkhis entails allowing for higher bud

deficit paths and/or higher levels of inflation without jeopardizing macroecemnoraid i | i t y . ¢

SourcetLO,201A
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Despite the call for reforms of fiscal systems and the implementation of fiscal measures worldwide,
in many developing countries, there are still bottlenecks to domestic resource mobilization through
tax revenues and thus to the increase of the fiscal space that could serve to finance sustainably soci
protection. Low level of education, low levelnobine per capita, low proportion of national
revenusallocated to salaries, high level of informal sector, inefficiencies in the functioning of fiscal
system (complexities of tax policies, administrative burden, cost of collecting tax revenues), low level
of trust in payment instruments, are among the main constraints faced by developing countries.
(Chambas,2005; Bastagli et al.,2013).

Table Zelowpresents the evolution of the tax revenues over a nearly continuous period from 2003
to 2015n the worldlt shows differences in the level of tax revenues between regions and groups of
countries by income. For examptelow middle countriesax revenues varied between 12 and
almost 14% GDP while for high income countries, it varied most of theetivezen 14% GDP

and 16% GDP.

Table2: Tax revenues evolution by income groups and regiorz02G03
2003 | 2005 | 2007 | 2008 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015

World n.a 14.36 | 14.94 | 14.49 | 13.58 | 13.96 | 14.06 | 14.32 | 14.59 | 15.22

LMIC n.a 12.33]13.13|13.4 |12.65|13.0 |1259|12.42|12.33 | n.a

HIC 14.30 | 15.03 | 15.54 | 14.89 | 13.91 | 14.3 | 14.57 | 14.98 | 15.30 | 15.44

SSA n.a 16.19 | 16.96| 17.52 | 14.89 | 15.19 | 15.7 |15.8 |n.a n.a

LAC 14.46 | n.a n.a n.a n.a n.a n.a n.a n.a 13.52

Europe | 18.79|19.3 |19.83|19.49|18.83|19.03|19.24|19.38|19.34| n.a
&Central
Asia

South n.a 10.06| 11.63| 10.74 | 10.33 | 10.04 | 10.65| 10.89 | n.a n.a
Asia

North n.a 10.88 | 11.48 | 10.50 | 8.9 9.79 |10.00|10.67|11.09| n.a

Americag

SourceAuthor with data from th@/orld Development IndicatoReportWorld Bank.2017.
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[I'l) Factors influencing financial sustainability of a social protection system

A) Theoretical aspects of the financial sustainability of social protection system

The financial sustainability of a social protection can depend on thatwexyof the social
protection system. In the economic theory, there are two main models finding their origin in Europe:
the Beveridgian system and the Bismarckian system. (Beveridge,194andresteau2003
Stolleis,20)3There is also a thircbael which combines elements of both mbdels

As a result of this distinction, different types of financing and therefore different factors explain the

financial sustainability of the social protection system.

The Beveridgian system is characterized by universal social protection coverage for all citizens
regardless of their employment status. It is financed by tax revenues. Hence its financial sustainabilit
depends on the efficiency of the tax system put@e.plhis implies having enough resources
collected and well managed to sustainably finance the social protection system. The financial
sustainability of the Beveridgian system also depends on the number of taxpayers.

The Bismarckian system is charaetéhy access to social protection coverage conditional to being
employed. This system is financed by the social contributions of employees and employers. It is a
contributory system. This implies that there are enough people in the labor force to have the
contributions covering the benefits providesalaried and unpainbrkersandthat the system is
financially viable. As a result, the growing trend of population aging can be problematic for the long
term maintenance of this system.

The financial sustaihility of the social protection system also depends on the type of welfare state
established in the country. According to the nature of the welfare state, the administrative and
financial management of the social protection system will be more omless®nthe public
authorities.

41n this system, there may be a contributory system for employees with a saspabii threshold and
a social assistance system for those who are not working or have low incomes and are financed by taxes.
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In the economic literature (Espidgdersen, 1990; Vallet, 2002), three types of welfare state are
defined according to three factors, namely decommodifiddiéoiunctioning of states as a system

of stratificatiohard the link between the market, the family and theitlaéeliberal” welfare state
characterized by weakatenmodificationii) the "corporatist” welfare state, a conservative one
characterized by a weakcdenmodification but also by a strong satratificationandiii) the
"socialdemocratic” welfare state characterized by a straogndeodification and the absence of

social stratificatiomepending on the type of welfare state adopted by each country, this results in
the establishment of onéthe social protection systems mentioned above. Indeed, in the first type

of welfare state, social protection programs are financed by the individuals themselves and manage
by the market because of the low level of state intervention and the week gieszainsurance
programs. In this case, financial sustainability depends on the ability of individuals to pay for their
coverage and therefore their employment situation. It also depends on the number of people who
have subscribed to social pratecprograms.

In the corporatist welfare state, the social protection system is of Bismarckian type with a greater
role of the state in the economy and the granting of more social rights, but which is differentiated
according to class membership. As mentioned abavs, drcontributory system that depends on
social contributions, but also on the number of members and the age structure of the population.
Finally, in the soctdemocratic welfare state, the social protection system is of the Beveridgian type
since ac@s to social rights is granted to all citizens regardless of their social category. Financial

sustainability depends largely on the ability of the state to mobilize sufficient.resources

Apart from the two factors mentioned above, the financial su$itginbhisocial protection system
also depends on the country's economic situation (Banks et.al, 2000, Schmaéhl, 20étLalCichon,
2004), the situation on the labor market (Samug@tinBanks et.g200Q Schmah2001 Cichon

et al, 2004), the deographic situation (Banks et al., 286bmah2001 Viard2002 Cichonet al,

2004 Attanasio et.al, 201Beuschnigg2011, Hsu et al.,, 2015), the governance of the social
protection system (Schmahl, 2@ithonet al, 2004), the politicaiterests of the government in
place (Samuelsd®7% Schmahj2002 Cichonet al.,2004).

In fact, when a country experiences a high rate of economic growth, it may engdhernatmo
additional resourctdsankgo the increase in tax revenues collected. These resources can be allocated

to the financing of social protection. In addition, the labor force has more opportunities in terms of

5To what extent do social rights allow people to have living conditions without using the market?
6To what extent does t&ate grant social rights according to social classes?
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work and is therefore likely to earn more income. This can help increlaeetbéthe population

that contributes to the financing of social protection coverage.

With regard to the labor market, the accessibility of employment and the nature of employment
(formal, informal) have an impact on eligibility for the social potpaigram, the actual number

of persons covered by the protection. the number of people who pay social security contributions
and/or pay a tax to finance enrollment in a social protection program, the amount of social benefits.
(Banks et al., 2001, Schma001). Cichoet al, 2004).

The demographic situation affects the number of persons present on the labor market and therefore
the number of taxpayers, the number of beneficiaries of social protection programs, the average
period of working to be eilide for the social protection progréBanks et aR001 SchmahR001

Viard 2002 Dufour-Kippelen et al., 20p0€ichonet al, 2004 Attanasio et al., 2018euschnigg

2011; Hsu et al.2015)Thus,if the mortality rate decreases as well as the fertility rate, this results in
an increase in the population of elderly people. However, they are more exposed to diseases an
often require more and more monitoring. Hence an increase in the level expeattitures and

in expenditures on social protection. Due to the growing elderly population, there is also a larger
number of pensioners resulting in a rise in pension benefits provision and therefore in social

protection expenditures.

With regard to g@rnance, national laws on the different components of social protection such as
the law on the age of retirement, the law on the number of years of compulsory schooling, the law
on legal age of entry into the labor market, the quality of managementrasulaam of the social
protection system can have an impact on financial sustainability. (BaBR8G@Cathonet al,

2004).

With respect to political interests, the incumbent governmetgmdapadopt social protection
financing policies that favor its electorate. This can be justified by its willingnesslexteel &

the next elections. As higitome households afeose with significant financial resources to
finance election campaigns, the state can put more emphasis on compulsory taxation as a form of
social protection funding. For this type of funding to be sustainable over time, a significant number
of taxpayerare needed. (Samuelsk®v5 Schmél, 2003 Zemmour 2012).
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B) Empirical aspects of the financial sustainability of the social protection system

Few paperbavebeen devoted to treconometric study of the causal relationship between public
spending on social protection and tax revenues in developene(@imdeveloped) countries. This

is emphasized ome ofthe most recerarticleson this subjeathich is a working paper weitt by

Murshedet al.in March 2017 and published by UNMUDER. They analyze the effect of fiscal
capacity on social protection spending in developing cou®®ibg (sing data from the 2014
International Labor Office and the IMF. They use other explanatory variables that are among others
democracy, the quality of government, inequalities. The dependent variable includes social securit
payments (pension benefits, upeyment benefits, work injury coverage) and public health
expenditures and the main explanatory variable includes taxes, social security contributions,

donations and other types of resources.

By adopting the instrumental variables approach and thagyaoekh, theyptinda positive and
significant effect of fiscal capacity on social protection expenditures. This effect is amplified when
the country has a good democratic system. But as we have already pointed out in the introduction,
this study preseng®me limits because it used only 5 observation points for the dependent variable
and had to make averages over 5 years each time for the explanatory variables. This is justified by tf
lack of data; nevertheless, this can lead to a bias in the résik®@isnuous evolution of public

expenditure on social protection is not taken into account.

Other studies that have also worked on the contribution of tax revenues to social protection financing
have used simulations some other types of analysistoAret al. (2016) used in their article
published in the Journal Economic Modeling, the dynamic general equilibrium model of Byod and
Ibarran (2006). They simuthseenarios with the GAMS software. The objective of the article was

to evaluate the ecamea effects of the VAT increase and/or the abolition of subsidies to the energy

sector in the context of universal social insurance coverage (health, disability, retirement).

In their model, theyobkinto account 12 sectors of production, 9 consumesgdazhtegories of
households (decil] decile§-4-5, deciles-8-8, deciles-20), foreign sector, government. They

found that universal social insurance can be financed by increasing VAT and removing subsidies to
the energy sector even in the abseha®cial security contributions. An increase of 1% VAT

(excluding foodirugs) and the removal of subsidies tatkegy sector can increase the GDP of

"«Universal social insurance for Mexico: Modelling of a finance scheme»
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the country and thus create new resources for the State beaheasedin the financing of social
protection.

MatusLOpez M et al(2016) also udesimulation scenarios to assess the technical and political
feasibility othe six sources of fiscal space in Peru in order to achieve the goal of increasing public
health expentlires (component of the health insurance) to reachf Gk GDP. They also

evaluate their political feasibility. Theguhd by defining 3 scenarios that economic growth can
allow an increase in fiscal space of 1.03 percentage points of GDP in tkespesdivo; 0.56
percentage points of GDP in the neutral scenarid &tdpercentage points of GDP in the negative
scenario. As for taxes on rent and companies, there remains a gap of 4% GDP compared to those of
the OECD. This available fiscal spaceddaeiexploited to generate more tax revenues. The political
feasibility of this source of fiscal space is medium. As for the tobacco tax, it can create a fiscal spac
up to 0.02% of GDP. This source of fiscal space has a high political feasibility.

Zemmou (2012) has for his part carried out an analysis of the evolution of the financing of social
protection in Europe over the period 12807 in an article published in the journal European
Journal of Economic and Social Systems. He used the quantabtsie mwethodology with social
protection expenditures being divided into social protection expenditure known as budgetary and
those financed by social contributions and the evolution being differentiated according to the years
of increase or reduction thfe expenditure. He observed from the OECD and Eurostat databases
that in 12 countries, changes in social protection expenditure as a percentage of GDP can be
explained by changes in budget expenditures. However, it should be noted that the evalation of so
protection expenditise&an be explained by other factors that were not taken into account in the
study. Hence, it is necessary to conduct an econometric analysis of the causal relationship betwee

social protection expenditure and tax revenue.

Hujo et al. (2012) showed through an economic analysis, the role of tax revenues from the
exploitation of natural resources in the financing of social protection including pensions. They gave
the example of Bolivia, which has 32% of the "Renta Dignidadfsaih pension scheme financed
by the tax on the production of hydrocarbons since 2005. Through this study, we can understand
that we must not neglect resource tax revenues in the context of financing social protection.
Nevertheless, given the volatiityoil prices (or other natural resources) and the threat of Dutch
disease, tax revenues may not be collected efficiently, and it may not fully contribute to social
protection financing. Hence, in the second part of our study, we separated tax rewenues int
oresourceé andononresource tax revenues to obtain the respective contribution of each to the
financing of social protection.
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Handley (2009) and Mufioz, et al. (2003), for their part, addressed the issue of the link between
taxation and social protectiiinancingby highlighting the use of additional revenue fhenVAT

to finance the health insurance system in Ghana and social protection in the future in Ethiopia.
Handley (2009) found that the increase of VAT from 1B.5%86 in 2004 resultedamise in fiscal

space and hence in Ghana's tax revenues of more than 1 percentage point of GDP per year. This

gain was allocated to financing the country's social protection.

These studies using simulation methods or other type of analysis than ecanaiysis show the
significant role of different forms of tax revestaesustainably finance social protection programs.
Nevertheless, an econometric analysis should be performed to these results by including as man:

factors as possible that may atteetdependent variable.

V) Data presentation

A) Databases used by the study

Given the scarcity of data on public social protection expenditures, but also on the explanatory
variables on African and Latin American countries, data were collecsed@&mahsources in order

to build the database for this study. Since public social protection expenditures do not necessarily
have the same components according to the data source considered, the datahsatodbienes
transformedn orderto be betterharmonizedT able3 belowsummarizethe databases that were

used in thetudy.
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Table 3: Summary of database used in the study

Variables

Database

Public social
protection
expenditures
(%GDP)

"Public Social ProtectidBxpenditure as a percentage of G
including/excluding Healthcare" from the ILOSTAT databa
the International Labour Organization (ILO) from 2005 to 2(
"Expenditure on social protection” variable from N
"Governance Finance Statistics (GFShda&d Expenditure b
Functions of Government (table 7) 2@045;

"Gasto social publico en seguridad y asistencia social com
porcentaje del producto interno bruto" from the database of
United Nations Economic Commission for Latin America an
Caribbean (CEPAL)192D12; "Total Public Social Protection
expenditure as a percent of GDP" from the database of the
"world social protection 20P915";

"General Government Health Expenditure (GGHE) as ¢
Gross Domestic Product (GDP) from the Ndo Health
Organisation (WHOQO) National Health Account (NHA) Indicg
database 199R016.

Tax revenues
(aggregated
resource, non

The World Bank's World Development Indicators (WDI)
database; The Mansour database (WP IMF, July 2014);
The ICTDGRD June 2016 database of the International Cer

resource) for Tax and Development (ICTD)
CPlscore The transparency database

Net amount of the ODA

The Sustainable Development Goals data extract database

Population aged 65 and

over

UnitedNations Development Programme (UNDP) Human
Development Index (HDI) for 20008;

SSA reports "Social Security Programs Throughout the Wo
Africa 2003,2005,2007,2009,2011 and Americas
2003,2005,2007,2009,2011.

Under five mortality rate

The WHO NationbHealth Account (NHA) database

Source: Author.
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By collectingdataon the differentvariables30countriesvereselectedor the studyfor the period

of 2000 to 2010: Angola, Argentina, Benin, Bolivia, Botswana, Brazil, Burkindhkaso,
Colombia, Congo (Democratic Republic of), Costa Rica, Ivory Coast, Ethiopia, Egypt, Ghana,
Guatemala, Honduras, Kenya, Madagascar, Namibia, Nicaragua, Peru, Senegal, South Africa,
Tanzania (United Republic of), Tunisia, Uganda, Uruguay, VeZeamnuigia,

B) Descriptive analysis of data:

Over the period of 2000 to 2010, public expenditures on social protection evolved unevenly
according to the country in question (see G2apklow). Argentina, Brazil, Uruguay have higher
levels than the rest of the countries. In general, a large ntiothettides surveyed have a level of
social protection expenditures of less than or equal to 5% ofSe@fPaph3, below). This suggests

that countries should make even greater efforts to mobilize financial resources to extend coverage tc

more people.

Graph2: Evolution of public expenditures on social protection by country:
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Regarding the evolutiontbe aggregatéax revenuesresourcéandonortresourcétax revenues,
differences can be observAdgregate@nd ononresourcé tax revenues are roughly similar in
distribution for a large number of countries ranging from 0 to 20%. As fwesbarcé tax

revenues, there are many countries with a leestact.

Graphg3: Distribution of the public social protection expenditures variable

Density
1
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Public Social Protection Expenditures%GDP

Source Author.

Graph4: Distribution of theaggregatetdx revenues variable.
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Source: Author.

40



Graph5: Distribution of th@resourcétax revenuegariable
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Source Author.

Graph6: Distribution of thenon resouragtax revenues variable
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Source: Author.
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Table4 summarizebe statistical information describing the data collected to carry out the study.
It can be noted that the total number of observations (Number of countries studied * Number of
years for which data are available) varies according to the variable ccoftsidefer the
explained variable, it is equal to Zbr.the explanatory variables that is to say the total tax
revenues, the resource tax revenues, thieesource tax revenues, the cpi score, the share of the
rural population in the total populatiaghe net amount of international aid, the share of the
population aged 65 aatboven the total population, thrortality rate of children under five, it

is respectively equal to 3371,328,302,330,330,291,314.It As a result, the panel regressi

model for this study imbalanced.

For the other statistical indicators, the level of public expenditures on social protection as a
percentage of GDP is equal on average 4.61% which remains low enough for the universal
coverage of social protectiortloé population of African countries and Latin America. The total
variance of this variablelig.46which indicates a naregligiblelispersion of the valutedken by

the variable over the period studied around the mean. This can be sdargi dgae between

the minimum value of 0.01% of GDP and the maximum value of 17.5% of GDP.

For the total tax revenues, the average is 15.7% of GDP and the variance is 32.63. There is therefore
a strong dispersion of the valoéshis variable around tineean, thus indicating heterogeneity
between the countries (and between the years considered). In general, the tax burden remains lower

for the countries studied in comparison to developed countries, which exceeds 20%.

Concerning the resource tax reverthesaverage is 3.45% GDP. The minimum value is O and
concerns several countries that do not exploit (yet) natural resources. The maximum value is 41.2%.
The variance is 72.22; which also indicates a strong dispersion of ttekgalbgsthe variable

around the mean.

As for thereaourabe et @ omevenueso, it 1is on a
tax revenues are therefore relatively more important than resource tax revenues. This suggests that
they may have more impact on the dependeiatble. This variable is characterized by a high
dispersion of its valuasound the mean since its variance is 23.74.

For the variable O0CPI Scored6, it is equal to

a low dispersion of the valuaken by the variable around the average for the countries studied.

For the rural population as a percentage of the total population, it is equal on average to 47.77%.
The variance is 517.55; which shows a strong dispersion dbkaluby the avage around the
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average reflecting the heterogeneity of African and Latin American countries in terms of

urbanization

The variable onet amount of i ntf®eramesage. lbimal ai
characterized by a strong dispersion of its \alogsd the average since its variance is equal to
3.76 &.

Regarding the variable "Population agean@5aboveexpressed as a percentage of the total
population, it is on averagaualto 4.50% of the total population. Its variance is 6.54. There is

therefore a nonegligible dispersion of the valiaé®n by the variable around the mean.

The variable "Mortality rate of children under 5 years", has an average of 57.69 p&irtif0 live

It is the variable with the highest variance (4919.23). This indicates a very high dispersion of values
around the mean and therefore significant heterogeneity between countries. This can also be
observed by the difference between the minimiue Y& per 1000 live births) recorded by
Uruguay over the entire study period and the maximum value (413 per 1000 live births) achieved
by Ethiopia in 2000.
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Table4: Summary table of statistical information

Variable Mean Std.dev | Min Max Observation Variance
Public Social 4.61 4.18 0.01 17.50 247 17,46
protection

Expenditure(%DP)

Tax 15.7 571 0.06 34.6 317 32.63
revenues(%GDP)

OResouragtax 3.45 850 0 41.2 321 72.22
revenues(%GDP)

«Non Resourcetax | 15.14 4.87 5.5 34 328 23.74
revenues (%GDP)

CPI score 3.49 1.35 1.7 7.5 302 1.81
Rural population(% 47.77 22.75 5.59 87.92 330 517.55
total population)

Net ODA amount | 6.34& 6.13& 23.9 3.82¢& |330 3.76 ¢
Population aged € 4.50 2.56 2 19.3 291 6.54
years old andbove

Under Five mortality 57.69 70.14 1 413 314 4919.23
rate (per 1000 live

births)

Source: Author based on the different databases quiatelé3n
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V) Presentation of the model:

The construction of theconometric model of our study is based on the factors influencing the
financial sustainability of social protection and highlighted in the economic theory as well as in the
empirical studies (cfl)Ithat we considered the most relevant. It is also drasleel model used

by the study by J. Pan and G.G (Z@i2he determinants of public health expenditure per capita

of Chinese provinces.
We use the following model:
Geit)=a+ TR(i ,t)+ xX(i,t)+u(i,t)+e(i,t)

With GSP (i, t) = the level of pubdigpenditures on social protection as a percentage of GDP for
country i in year t; a the constant, TR (i, t) = Level of tax revenaggregate@resourcé or
ononrresourcé) in% GDPOX (i, t) = The set of control variables namely rural populatioa sh

in the total population, the level of corruption measured by the CPI score, the net amount of the
ODA, the share of the population aged 65adudein the total population, the under five years

old children mortality rate ;u (i,t) the fixed effeattcp@and e(i,t) the term of the error.

As already pointed out ir,ltax revenues are expected to have a positive effect on the financial
sustainability of social protection approximated in our study by public social protection
expenditures. Indeed, ifcauntry has a significant level of tax revenues, this may generate
additional available resources that can be allocated to social protection system funding. By
decomposing tax revenues itsourcétax andonon-resourcétax revenuesnon resourae

tax revenues are expected to have a greater BRpgacirogtax revenues are more volatile than

8We used insights of this article to define our model as it studied the determinants of public health
expenditures by provinces and public health expenditures are covered by health insurance(component of
social protection). In addition, it involves rigoemasometric analysis. In this study by J. Pan and G.G
(2012), the determinants include GDP per capita, tax revenues and transfers, the age structure in the
province,

8local public health status, institutional quality of local health systems, healtle teueeage rate,
urbanization, gender, education. The authors did an econometric panel analysis using data from 31
Chinese provinces and observed over the perio2062nd found a contribution of the general
government revenues per capita of theeShiprovinces to public health expenditures per capita of these
provinces.

45



nonresource tax revenuddus,they may not necessarily translate into tax revemadbe
financial sustainability of social protection systems.

The slare of the rural population in the total populatidikely to hava negative effect on social
protection because this category of the population is often poor and therefore is barely able to
meet their basic needs (food, clothing, housing). As a itesaittinot often afford financing
enrollment at a social protection program. In addition, the rural population has for main economic
activity, agriculture and therefore works in the informal Sdesosector is poorly covered by the

formal social prot#ion system. Hence public spendings on social protection for this category of
the population will be lower ceteris paribus. Nevertheless, it should be emphasized that this variable
can also have a positive effect on the dependent variable as thismpapsldiject to the risks

of natural and meteorological disasters and food insecurity as a consequence of being mainly
constituted of farmers. This often leads to the implementation of social networks financed by the

state and an increase in public spgrmh social protection.

With regard to the net amount of the ODA, this constitutes a part of the financing of social
protection programs in developing countries (especialipctowe countries) because of
insufficient domestic resources at the momens. Vidriable is therefore expected to have a
positive effect on public spendings on social protection.

As for the level of corruption of the country expressed by the CPI (Corruption Perceptions Index)
score which is a proxy for the institutional qualttyeaountry, this variable was chosen to reflect

the institutional quality of the country, particularly with regard to the management available
resources. Indeed, if a country has a high level of corruption, it is expected that resources would
not be alloated efficiently to the various development progegimsationhealth jnfrastructure,

social protection, etc.). As a result, there would be low public spendings in these different
development sectors and a low level of public spending opteion. For further analysis

of the effect of corruption on the financial sustainability of the social protection system, we have
chosen to introduce the interaction of this variable with the main explanatory variable because in
the presence of a higdte of corruption, there is the phenomenon of tax evasion, misappropriation

of tax revenuscollected for personal purposes. This will likely decrease the amount of tax revenues
allocated to financing development programs. It is therefore expecteditodyatese effect of

tax revenuginteraction and CPI score on public spending on social protection.

The variable, based on the population aged 6abandin the total population, was selected

because if there is a large proportionisfdategory dhe populationthis means that there will
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be higher demand for the retirement pension and this will therefore result in an increase in public
spendingon social protection all other things being equal. In addition, a country that has a large
share of thelderly population is more likely to face higher health expenditures as it is a fragile
population exposed to diseases that often require intensive care. These expenditures are partly
financed by the social security system (one of the components pfaecabn). It will have

the effect of increasing public spendings on social protection.

Finally, the variable undesre years old children mortality rate was chosen as a proxy for the health
status of the population. If it is too high, it means tieatdkintry is in poor health. This may
reflect low child protection coverage via cash transfers/family allowances but also low parental
health insurance coverage. Therefore, public spemisagial protecticawreexpected to be low
whentheunderfive matality rate is high all other things being equal.

VI) Econometric analysis of the data

A) Selection of the most relevant model

In order to choose the most appropriate model to explain the sustainability of social protection
funding, differentegressions of the variable "public expenditure on social protection” on the
independent variables were carried out by estimating the OLS model, the LSDV fixed effects
model, the Within fixed effects model, the random effects model.

1) OLS model versus L8Dixed effects model versus Fixed effects model Within

The OLS model (see taBleassumes that the constant and the coefficient associated with each
explanatory variable do not vary between countries. The model fits with the observed data since
thepvalue associated with the Fisher's test statistic is below the 5% threshold. In addition, the R2
equals ®%6, which means that the model accountsar @ the variation in public spending on

social protection. Nevertheless, we can wonder if there speaifec effects for each country,
particularly because of their level of development, level of tax rexenues et

Hence the regression of the dependent variable on the explanatory variables using the LSDV fixed
effects model. LSDV fixed effects modemaido have dummy variables (pi, i = 1, ..., 30)

associated with each country. Thanks to these variables dummy, we obtain the deviation of the
individual constants with respect to a value (constant) of reference. The results from this regression

show, as ithe OLS model, that the model fits with the observed data. The Fisher statistic is slightly
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higher and the R? has increased significantly since it is now at 93.59%. The coefficients associated
with the dummy variables of the countries show a signifesaati@h from the reference point

(variable dummy pl4) 28 ,@dnd are significantly different fromero for the most part.
Consequently, there are individual effects induced by the specificities of each country, such as the
type of tax system specific taheaountry. Hence, the need to use the fixed effects regression
model Within orlterandom effectsnodel It is important to note that the tax reveswagiable

becomes insignificant although its coefficient remains positive as in the OLS model.

The withn fixed effects model allows us to observe the effect of the explanatory variables on public
expenditure on social protection without using dummy variables as in the LSDV method. The same
results are observed as in the LSDV model in terms of the effaxtrefenues and other
explanatory variables on public expenditure on social protection. However, the value of the
constant is not the same nor is the Fisher statistic of the global model anddffedixaddel.

It is the same for the R2 Within.

2) Fixed effects model within versus Random effects model

When we regress public welfare spending using the random effects model, this time we obtain a
positive and significant effect of tax revenues. In contrast, the variablieeigdars old children

mortality rate becomes insignificant and has a positive sign. In addition, the R? within is less
important than that of the fixedfect model.

To be able to choose the most appropriate model between the fixed effects model and the random
effects model, a Hasman test was performed. The latter assumes that there is no observed
difference between the coefficients of the fixed effects model and those of the random effects
model is not systematic. If HO is not rejected then the random effects model is fwreferred

fixed effects model. In the opposite case, it is the fixed effects model which is preferred. Table 4
below shows that the pvalue (0.04) associated with the Haussman test statistic is less than 5%. We
do not accept the null hypothesis. The fixest&sfimodel is preferred over the random effects

model.
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Table 5: Summary of OLS models, LSDV fixed effects, Within fixed effects.

Variable OLS LSDV FE RE
Tax_revenues 0.47* 0.21 0.21 0.29*
CPI score 1.17* 0.47 0.47 0.57
Interaction Tax CPI -0.1* -0.6 -0.b 0.06*
Rural population (% -009 -Q2*** -02* -0.07*
ODA(net) -6.53 (L0) -4.89 e(10) -4.89e(10)  2.65e(10)
Population aged 65 0.8 0.61* 0.61* 0.8*
USMortality rate 0.08* -0.8B* -0.8** 0.001

pl -4.52

p2 -15.46*

p3 -11.8*

p4 -13.6%

pS -13.39**

p6 -8.(6

p7 -6.16*

é . é .

pla (omitted)

(reference
é é .
p30 -8.2*
_cons -1.54 21.°8* 9.79** 0.83

N 182 182 182 182
r2 0.0 0.A 0.7 0.22

Source: Author from WBAFWHO-ILO-CEPALIICTD-UNDP-ISSAMansour data.

NB: #*: 1%, **: 5%, *: 10%
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Table6: Summary of thdaussman test.

Null hypothesis Ho: Difference in coefficients not systema
Statistic Test Chi2(6) =13.21
Pvalue 0.0397

Source: Author using data from BMI-WHO-ILO-CEPALICTD-UNDP-ISSAMansour.

The same procedure for choosing the right model was adopted when tax revenues were
disaggregated inbbesourcé andononresourcétax revenues. The fixed effects model was also

used in both cases.

B) Results and discussions on the chosen model

1) Results and their interpretation

The within fixed effects model (Model A in T@elow) is the model that has been selected. In
terms of the overall significance of the model, the R? Within is e, wehich means that
27% of the variability of public spending on social protection is explained by the model.

The main explanatorgnable, that is to say tax revenues expressed as percentage of GDP, has a
nonsignificant positive effect on the financing of social protection approximated by public
expenditures on social protection. Indeed, thelye associated with the statisticthef
significance test of the coefficient of the variable is equabfohich is above the thresholds of

1%, 5% and 10%. One of the possible reasons for thggmificance of the main explanatory
variable ighat taxrevenues are not allocated inisigifit quantity to the financing of social
protection. African and Latin American countries must therefore allocate more tas revenue
collected. Another possible explanation is a less efficient use of tax revenues allocated to the social
protection sectofn this case, the management system of available resources should be reformed

to finance social protection aglaminatdrauds.
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Table7: Summary table of the results of the three regressions.

Variable Model A Model B Model C
Tax_revenue 0.21
ressrev 0.13
Nonressre\ 0.34**
cpiscore 0.47 -0.29 0.63
taxcpi -0.05
Ress tax rev CF -0.03
Non ress tax re -0.05
CPI
Rural population(% -0.2%* -0.21** -0.18**
ODA(net amount) -4.89 e(10) -3.36e(10) -4.60e(10)
Population 65+ 0.61** 0.54** 0.53***
U5 Mortality rate -0.03** -0.03** 0.02**
_cons 9.79** 14.03** 6.9
N 182 181 183
R2 0.27 0.27 0.29

Source: Author from WBJIF-WHO-ILO-CEPALICTD-UNDP-ISSAMansour data.
NB : *** :1%, **5% ,*10%.

Rural population, Population aged 65 abul/e¢ and undefive mortality rate variables have a
significant effect. In fact, the rural population variable has a significant negative effect at the 5%
level. Fomnincreas®f 1%in the share of the rural population in the total populdtiere are

02 percentage points decrease in public social protection expenditure as a percentagkt of GDP
other things being equal. The more there is a large part of the population that is rural, the more
social protection expenditures are going to be low. Thime eaplained by the fact that this
population does not have enough resources to contribute to a form of social protection; it is also

a population mainly working in the informal sector.

The population aged 65 aatabvevariable has a significant positieceat the 1% level. Fan a
increasef 1%in the proportion of people aged 65 abdven the total populatigrthere ar@ 6
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percentage posincrease in public social protection expenditures as a percentage Dh&DP

more, there is a large parttad population at retirement, the more it will need an income (paid in

the form of retirement pension) to support themselves. In addition, this category of the population

is characterized by episodes of illness related to old age, hence a highexdewnelitafes on

social protection. It is therefore necessary for the governments of the different countries to find
solutions to finance in a sustainable way the social protection system in the presence of the aging
of the population. One of the solutiaaishe increase in the share of tax revenues allocated to the

financing of social protection

For the variable "under five years old children mortality rate”, it has a significant negative effect at
the 5% level. Fan increasef 1%in the share of the undieve mortality rate, there &0&B
percentage points decrease in public social protection expenditure as a percentage of GDP.

Regardinghe main explanatory variabde can wonder whether the same result would be
obtainedvhen axrevenues are disaggregat@gesourcé andononresourcétax revenuesn

other words, do we observe the same effect in the case of tax revenues collected on the exploitation
of naturaresourcesr tax revenues that do not take into account this activity?

In model B, wheraggregatetdx revenues are replacedregourcétax revenues, the regression

of the dependent variable on this new explanatory variable gtusits/@ but not significant
effectthelatter. One of the possible explanations for this result is the one provided for the result
of the above model, namaly insufficient allocation of tax revesmgethe financing of social
protection. This result can also be interpreted as originating from the type of tax revenues
considered. Indeed, they are volatile because they depend heavily on the price ajuratgal res

that changes with the supply and demand. As a result of this volatility, these tax revenues cannot
sustainably finance social protection programs on their own. Hence in this regression, we note a

non-significant effect.

Control variables rural pdption, population aged 65 ambve and undefive mortality rate are

the only variable that have a significant effect on public social protection expEadiare.
increasef 1%in the share of the rural population in the total population, there is a decrease of
021 percentage points of public expenditures on social protection as a percentage of GDP, all
things being equal. Far imcreas®f 1%in the proportion of people agéf andabovein the

total population, there af®54 percentage points increase in public expenditures on social

protection as a percentage of GDP, all other things being equainEmease df% in the share

52



of the undes mortality rate, thesre0.03 percentage points decrease in public social protection
expenditure as a percentage of GDP, all other things being equal.

In model C, where public expenditures on social protection are explained thisotiome by
resourcétax revenues, there is a pesiind significant effect of the main explanatory variable.
For an increase of% in ononresourcé tax revenueas a percentage of GDP, there(x3é
percentage points increase in public social protection expenditures as a percentagdl of GDP,
other thngs being equal. We can conclude that it is this type of taxsthagrai®uld be favored

the most as part of the financial sustainability of social protection programs.

As inthe previous regression models, rural population, population agedo@raadd under

five child mortality rates variables have a significant effect on public spendings on social protection.
For a 1% increase in the share of the rural population in the total population, there is a decrease of
0.18 percentage points of puletkpenditure on social protection as a percentage of GDP, all other
things being equdtor an increase of% in the share of people aged 65 and over in the total
population, there af¥53 percentage points increase in public spending on social pra®etion
percentage of GDP, all other things being dgoiain increasef 1%in the share of the under

5 mortality rate, there @R percentage points decrease in public social protection exgenditure

as a percentage of GDP, all things being equal.

It can be deduced from this modeling thattien resourcé tax revenuwevariable contributes

the most to the financing of social protection, as already indimated

2. Discussion of thesults:

The results of the model above have similarities and some differences with those of the studies
highlighted in the literature review. They bring a novelty in the sense that they come from an
econometric analysis on a continuous period of 10opedeseloping countries. Moreover, they

show thatononresourcé tax revenues have a significant effect on the financing of social

protection.

In Model A, there is a positive effect of tax revenues on the financing of social protection as in the
UNU WIDER study however it is insignificant unlike the result found by Murshed et al. (2017).
This could be explained by a different measure adopted by these authors as they include in addition

to taxes, social contributions, donations and other types ofessou
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In Model C, we found a positive and significant effeoha#resourcé tax revenues. This
corroborates or even completes the results found by Anton et al. (2016), Handley (2009) and
Mufioz et al. (200@8ndhighlighting the role of VAT in the finamg of social protection.

In Model A and B, the rural population variable hasgativeand significant effect on the
financing of social protection. This result is similar to the one found in the study by J. Pan and GG
(2012) concerning the determinaritgublic health expenditures in the Chinese provinces since
the authors observepasitiveand significant effect of the urban population on the explained
variable.

Finally, as in the J. Pan et al. (2012), the population agedié&vanas a positivefect on the
financing of social protection in the three models. Moreover, it is significant this time.

3. Problem of a possible reverse causality:

In this article, the direction of causality studied is the effect of tax revenues on public social
protection spendings used as a proxy for the financing of social protection. However, the direction
of causality can be reversed because public spendingsbprotection can also have an impact

on tax revenues. Indeed, depending on the level of the total costs of social protection coverage,
the funding required to cover it will vary. This may result in a variation in the tax revenues
earmarked for this ppose. Hence this can generate a problem of endogeneity.

To be able to solve this problem, a lagged varil#2,tt3 of the main explanatory variable was
used. This method was preferred to the instrumental variables method because of ttie difficulty
find a rigorous instrumerstuch tohave a direct effect on tax revenues but not on public
expenditure on social protection. Models A.1, A.2, A.3 respectively represent the retression of
public expenditures on social protection on the lagged taxesaragiable atl, 2, £3; Models

B.1, B.2, B.3he regressions of thelhic social protection expenditures on the laggsodurcé

tax revenuevariable at-1, 2, £3 and models C.1, C.2 , 8 regressions of thpublic
expenditures on social protection on the lagged vanableesourcétax revenugat t1, 2, t

3.

In doing so, the new results (see Talblelow) show a positive but not significant effect for all
the different tax revensigariants delayed &1 and {2 and for the variable "resourdax
revenuestielayed at3.
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The tax revengendononresourcétax revenugvariables have a positive and significant effect

at t3. Thus, for aincreasef 1%in tax revenusas a percentage of GDP, therddi@ percentage

points increase in public spendings on social protection, all other things beimbi®aeay.

result can be interpreted as it may take time for tax revenues to have an effect on the financing of
sociaprotectionAnd foran increasef 1%in nonresource tax revenue as a percentage of GDP,
there ar® 28 percentage points increase in public spending on social protection, all other things
being equal.

Table8: Summary of the fixed effects model detayed variablelf t2, +3:

Variable Al A2 A3 Bl B2 B3 C1 C2 C3
Tax_revenue
t-1 0.12
t-2 0.04
t-3 0.16*
Ressre\
t-1 -0.07
t-2 0.06
t-3 -0.09
Nonressre\ 0.08
t-1 0.14
t-2 0.28**
t-3
CPI score 0.48 0.75 0.59 0.71* 0.84* 0.79 0.46 0.65 0.60
Rural -0.003 0.002 -0.04 0.05 0.01 0.03 0.01 -0.02 -0.04
population(%)
ODA(net -2.82e10 -2.28e( -3.30e{ -4.71¢{ -3.05¢( -4.24e( -2.85¢( -3.36e(  -4.07¢(
amount) 10) 10) 10) 10) 10) 10) 10) 10)
Population 0.67**  0.63** 0.64** 0.66** 0.62* 0.8%* 0.71*  0.57** 0.52*
65+
_cons 0.35 0.22 0.22 -0.51 -0.25 -1.18 -0.92 -0.07 -1.27
N 133 123 112 132 120 112 136 124 116
R2 0.33 0.30 0.32 0.30 0.32 0.32 0.36
0.30 0.32

Source: Author using WBIF-WHO-ILO-CEPAL-ICTD-UNPD-ISSAMansour data.

In the two models, another variable that has a significant effect is the variable "population aged 65
andabové delayed at3. For an increasef 1%in the population aged 65 and over, there is an
increase of 0.64 percentpgmtsof public expendituren social protection all other things being

equal in the modahdtaking into account the lagged variable of the total tax recefptsat t

9NB: *** :1%, **: 5% ,*:10%.
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the last model, fomancreasef 1% in the population aged 65 years and older, there are 0.52
percentage pdmincrease in public spending on social protection, all other things being equal.

It can be deduced from this modeling thattiw-resourcé tax revenuevariable contributes

the most to the financing of social protection as already indicated above

Conclusion

Social protection plays an important role in reducing poverty, which makes it necessary for
developing countries to ensure the financial sustairdiphibgramsn this arealhe purpose of

this article was to see if empirically a causal relationshigersed between public social
protection expenditure as a percentage of GDP (proxy for social protection financing) and tax
revenues in African and Latin American countries. Hence a panel econometric study taking into
account 30 countries and 10 yed/®32010) was carried out. Through the continuous period
studied, this article contributes to the existing literature on the financing of social protection in
developing countries because there are very few papers working as a panel on this tmec. This art
also contributes to literature through a disaggregated analysis of the effect of tax revenues on the

financing of social protection.

The results of the study show that aggregated tax revenues have a positive but not significant effect
on public spendg on social protection (proxy for social protection fundyglisaggregating

tax revenues int@resourcé and onon resouraetax revenues, we found that the latter has a
significant positive effect. For iacreas®f 1%in ononresourcétax revenues as a percentage

of GDP, there ard.34 percentage points increase in public social protection expenditures

expressed as a petegge of GDP all other things being equal.

Both results suggest that African and Latin American governments should allocate a larger share
of tax revenues to social protection fundigy should also manage more efficiently resources
available for thisyspose. More emphasis should be placed on tax revenues that are not derived
from the exploitation of natural resources because they are less volatile and therefore a source of

sustainable funding for social protection.

The results of the econometric study also show significant effect of the variables rural population,
population aged 65 and over, and mortality rate of children under 5 years of age. Complementary

measures should therefore be implemented, stdebedspmet policies for the rural populatjon
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the efficient care of the population over the age of 65, and the improvement of the health status
of children under 5 years of age and of the rest of the population to maximize the contribution of
tax revenues to finaial sustainability.

The study has some limitations. The first is the difficulty of finding available data for the entire
20002010 period for all the countries studied. We have tried to overcome this problem by using
different databases. The second lilmitaconcerns the existence of a possible reverse causality
due to the fact that public spendiog social protection can in turn have an effect on tax revenues.
This is why a lagged variabfetax revenue/ oresourcé tax revenues onorrresourcé t a X
revenueat t1, £2, +3 was introduced to avoid this problem.
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ChapterR2: Tax revenues and social protection financing: Case study of
South Africa

Introduction

Social protection plays an important role in enabling to keep receiviognaaduring an
unexpected event and retirement. As we have seen with the current pandemic covidl9, it is
necessary that all persons have access to it to better mitigate risks (sickness, loss of employment
partial unemployment, bankruptcy of own busingssth of a family member) and their

consequences without financial hardship.

In countries where social protection systems were present and efficient, this has enabled them to
put in place more rapidly measures to compensate the pandemic consedueckasvam The

measures comprised support to companies, coverage of infected persons, unemployment benefits,
cash transfers plus to families in neednohtransfers et(socialprotection.org,2020; ILZD2Q
ILO,2021).However, in countries where social protection was not comprehensive, they met
difficulties to cope with the pandemic. Hence, it is important to make social protection systems
available for all and financially sustainable. It is within this contexis titatithwas carried out.

The study examined the causal relationship between social protection financing proxied by social
protection expenditures and tax revenues in nine provinces of South Africa from 200R to 2017.

is a case study following a presistudy (HongoziNsabimana2020) which dealt with the same
subject but on a more aggregated level as it was realizedtiomadlevel and included 30
countries from Africa and Latin AmericaoNgoziNsabiman#2020)established positive but
nonsignificant effectf tax revenues andresourcé tax revenues. As fanonresourcé tax

revenues, they had a positive and significant effect.

The aim of tis new study is to further teEonometric analysisne by NlongoziNsabimana

(2020) and verify if the results observed previously remain the same at a provincial level. It is also
a continuous study with enough data available for the period Suetiedse South Africa as it

has a welleveloped system of informatmmits social protection systehhis countrysalso an

interesting cas®tably for its well developed social grants programs.
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Using a panel analysis, we foumbmsignificant effect of the tax revenues on public social
protection expenditures as a proxy of social protection findeusgthelessational transfers

to provinces which constitute a larger proportion of provincial revenues have a positive and
significant effect in most the time. For example, for an increase of 1% in national transfers, there
are 0.03 points of percentage in spoméction expenditures other things being equal.

The remaining part of thehaptens organized as following: 1) Background; Ill) Econometric

analysid V) Conclusior’

II) Background

South Africa is a federal stawenposedf nine provinces (Western Cape, Northern Cape, Eastern
Cape, Free State, NoNtlest, Gauteng, Limpopo, Mpumalanga, Kwatatlal) and has for
administrative capital Pretoria.(the Commonwealth, 2021; Statistics South Africa and National
treasury websitedhis administrative structure has for consequence a particular organization of
the social protection system and the fiscal system. Therefore, the impact of tax revenues is expected
also to be specific on the financing of social protection system.

A) Brief presentation of the fiscal system of South Africa

Tax revenues are collected at the three spheres (national, provincial, and niln@cipal).
institutions in charge of collecting tax revenues and managing them are the national treasury, the
provincialtreasury (and the municipal treasdiy¢. provincial treasury is autonomous towards

the national treasurly has for tasks the preparation of the provincial butigahonitoring of

the implementation of the provincial budget; the promotion and eméotaaf transparency and

effective management in respect of revenue, expenditure, assets and ligmibdtiexiaf
governmentinstitutions angbublic entities and thedevelopment and implementationfistal

policies in therovince that are consistemith nationalgoals(Limpopo EPRE Full document
2014).The provincial treasure has a legislative mandate which entitles it to receive information
about national legislation and policy docum@waeoox 5, beloy

1oWeused the same literature review mentioned in the chaptem@uesaed not to include a section
about it
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Box 5:National legislation apalicy documents sent to the provincial treasury.

*The Annual Division of Revenue Act;

*The Basic Conditions of Employment Act 1997 (Act 75 of 1997);

*The Borrowing Powers of Provincial Governments Act 1996 (Act 48 of 1996);
*The Constitution of RSA (No. 108 of 1996);

*The Employment Equity Act, 1998(Act55 of 1998);

*The Intergovernmental Fiscal Relations Act;

*The Labour Relations Act, 1995(Act 66 of 1995);

*The Preferential Procurement Policy Framework Act,2000 (Act5 of 2000);
*The Provincial Tax Regulation Process Act,2001 (Act 53 of 2001);

*The Public Finance Management Act, 1999 (Act of 1999) (PFMA);

*The Public Service Act 1994 (Act103 of 1994);

Source: Limpop&PRE Full document 2014

The national government has the highest taxation power. In fact, it is responsible for collecting
income taxes, vakaelded tax, fuel levies and custom and excise duties. As for provincial
governments, they have the lowest taxation power as their tagga@mmmprise mainly license

for vehicles and gambling. Local governments have a higher revenue raising power than provinces

through the collection of property rates (1% GDP), user chargdbladgesal treasury,2020

Once collected, the national raised revenue igdtistributed between the three spheres by
considering their needs in terms of public serlickxct, Provinces and local governments are
responsible of the Provision of basic services: Educatidh, seall development, housing,

roads, electricity, water, municipal infrastructure. The specific services provided by municipalities
are free basic water, electricity, sanitation, and waste management services to poor households.
(National treasury,2020

The division of the revenue is mentioned in the South African constitution, section 214 (1): there
is an obligation of an annually definition of the revenue Act which enables an equitable division of
the nationally raisedvenuebetween the national,gpincial, and local government. Provinces

and local governments are autonomous in the management of their total revenue in adequacy with
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the national development godél¢ational Treasury,2020he share of revenue distributed to
provinces and local gomerents is called national transfers and is composed of an equitable share

and conditional grants.

The Provincial Equity ShaffRES)is stipulated in the section 227 of the constitutiomwuthS

A f r iLacal govednment and each province is a) entitled to an equitable share of revenue raised
nationally to enable it to provide IfR@asi c ser
E.L. ,201% The PES is such funds are allocated by takingcouord the national interest, the

needs at the national/provincial/local level, fiscal capacity and efficiency at the provincial and local
level, demographic and economic profiles, sempicearyhealthcare, welfare, school education)
provided. (Mpumahga Provincial Treasury,2003; Roos, E.L. ,20#9¢riteria used to define

the PES argrouped togethém 5 components: educatibealth, basiastitutionalpoverty and

economic output (Roos, E.L. 2019).

As for direct conditional grants to provinces, in 2020, they were constituted of comprehensive
agricultural support programme ; llima/Letsema projects; Community library services; Education
infrastructure; National school nutrition programme ; HIVMEBaria andommunity outreach

; Health facility revitalization ; Statutory human resotire@sng and development ; National
tertiary services ; Human settlements development; Informal settlements upgrading partnership;
Provincial roads maintenance; Public tahspperations; Other direct gran{dlational
treasury,2020)

In terms of the evolution of the division of the nationally raised revenue, the national transfers to
provinces did not vassharplyas they were comprised between 42% and almost 44% over the
period 2002017. For local governments, it dramatically increased between 2002 and 2007 before
stagnating around®4.(See tablg, below).

As for the PES for each province, it did not vary much either as the provincial national transfers
share. $edablel0,below). For example, for the province Eastern Cap, the predicted share was
roughly equal to 15% from 2009 to 2012 and then roughly to 14% from 2013 to 2017.The same
trend is observed when the PES per province is disaggregated into its fiventsrepcept for

the education and institution components for the year22@009n fact, the share of education
decreased respectively from 51% in 2009 to 48% in 2010 and the share of the institution
component increased from 1% in 2009 to 5% in 28Hablell,below).
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Table9: Evolution of the division of the nationally raised revenue between the-national
provincial and local government 20027:

2002 2003 2004 2005 2006 2007
National 52.8% 52.5% 52.6% 52.6% 50.3% 49.1%
Provincial | 43.9% 43.4% 43.1% 42.8% 43.3% 43.0%
ES(%prov) 86.36% | 83.14% | 81.34%
CG(%prov) 13.64% | 16.86% | 18.66%
Local 3.3% 4.1% 4.3% 4.6% 6.3% 7.9%
Year 2008 2009 2010 2011 2012 2013
National 49.7% 50.0% 48.1% 47.9 47.9% 47.9%
Provincial | 42.4% 42.5% 43.6% 43.7% 43.4% 43.4%
ES 81.75% 80.80% 82.13% 81.40% 81.57% 81.96%
CG 18.25% 19.20% 17.87% 18.60% 18.43% 18.04%
Local 7.8% 7.5% 8.2% 8.4% 8.7% 8.7%
Year 2014 2015 2016 2017
National 48.2% 48.9% 48.0% 48.0%
Provincial | 43.2% 42.2% 43.2% 43.1%
ES 81.89% 81.99% 82.08% 82.01%
CG 18.11% 18.01% 17.92% 17.99%
Local 8.6% 8.8% 8.9% 8.9

Source Author with data from the budget reports of the KZN province 2006 to 2018.
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Tablel0:Evolution of the provincial equity share (% Natimnadnue raisedPES Weighted

Average
Provinces/ | 2009 2011 2012 2013 2014 2015 2016 2017
Year
forecasted
Eastern 15.2% | 15.1% | 15% 14.2% | 14% 14% 14% 14%
Cape
FreeSate 6% 6% 5.9% 5.6% 5.6% 5.6% 5.6% 5.6%
Gautengr 17.4% | 17.8% | 17.9% | 19.4% | 19.5% | 19.5% | 19.7% | 19.8%
Kwazulu 21.5% | 21.9% | 22% 21.3% | 21.3% | 21.3% | 21.2% | 21.1%
Natal
Limpopo 12.8% | 12.3% | 12.5% |11.8% |11.8% |11.8% | 11.8% | 11.7%
Mpumalangi 8.2% 8.0% 8% 8.2% 8.2% 8.2% 8.2% 8.1%
Northern 2.7% 2.7% 2.7% 2.7% 2.7% 2.7% 2.6% 2.7%
Cape
North West | 7.1% 6.8% 6.7% 6.9% 6.9% 6.9% 6.9% 6.9%
Western 9.2% 9.4% 9.4% 10.0% | 10.0% | 10.1% | 10.1% | 10.1%
Cape

Source: Author with data from the budget reports of the KZN province 2005 to 2018.
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Tablell:Evolution of the PES by component 2Q09.7:

Sector/ 2009 |2011 |2012 |2013 |2014 |2015 |2016 |2017
Year

forecasted

Education | 51% 48% 48% 48% 48% 48% 48% 48%
Health 26% 27% 27% 27% 27% 27% 27% 27%
Basic 14% 16% 16% 16% 16% 16% 16% 16%
Poverty 5% 3% 3% 3% 3% 3% 3% 3%
Economic | 3% 1% 1% 1% 1% 1% 1% 1%
Activity

Institutional| 1% 5% 5% 5% 5% 5% 5% 5%

Source Author with data from the budget reports of thekZulu Nataprovince 2005 to 2018.

B) Brief presentation of the South African social protection system
1) Social protection system

Access tgocial protection is a human right as stipulated by the article 27(1)(c) of the South African
constitution of 199@Everyone has a right to have access to social security including if they are
unable to support themselves and their dependents, appsogiatassistarc€Presidency and

other government officials,2014).

The main components sidcial protection in South Africa are health insurance, pension benefits
,unemployment benefits, maternity benefits, disability benefits, child benefits, family support work
road injuries benefits, work programasd social relief.(Presidency and otheregowuent
officials,2014;National Treasury,2011).These benefits are provided through contributory schemes
and norcontributory schemes(social granghslational Treasury,2011;Presidency and other
government officials,2014; SSA&ISSA, Africa 2017; UNICEGIBA,2

Concerning the pension system, theawortributory scheme (Social assistance) is constituted of

old age grants which are accessible for oOnee

110ld Age Grant (OAG), Child Support Grant (CSG), Foster Care Grant (FCG), Care Dependency
Grant (CDG), Disability Grant (DG), War Veteran Grant (WVG), @nalid (GIA). (ODI,2011)
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Af rica and refugees r gearsadianmdgnotéSsSAetaR0l7)hisAf r i c a
nort contributory pension system is financed by the government. As for the contributory scheme
(soci al i nsurance), they are acces-murloure ff or

a month, includin ous ehol d and *Ehe eostibutay schenteriskfirancedby
employees, employers, -sefiployed persons, and the governm@residency and other
government officials,2014; S8Aal.2017). Persons working in the public sector have acspecif
pension system.

As for the health insurance system, there is a universal scheme (medical benefits) for all South
African citizens; a social insurance scheme (cash sickness, maternity, adoption benefits) as in the
pension system,anempldyera bi | ity scheme for oOoemployed pc¢
a month including civil servants, trainees, household and seasonal workers and foreigners working
under a contractdé and a soci a(fSraaad, 801kt ance sc
For the unemployment benefit, it is a contributory system covegzimgp | oyed per sons
morethantwenty our hours a month, i ncl u3domriputibne us e ho
are managed by the Unemployment Insurance Fund. As for the pgstsioncivil servants have

a specific pension system. (86&\, 2017).

The institution responsible for the supervision of public social protection is the South African
Social Security Agency (SASBigre are a number of legislative and other maridatsipulate
its legitimacy andkfine its role:

A the Constitution of the Republic of South Africa, 1996 (Act 108 of 1996);

A the South African social security agencysacs, 6 a act 9 of 2004): oT
provides for the establishment of SASSA with the objective of ensuring effective and
efficient administration, management and payment of social assistance; providing for the
prospective administration and payneésbcial security, including provision of services
related thereto; and providing for matter

A the Social assistance act (act 13 of 2004, as amended);

A the White paper on social development (1998).

12 Persons taken in care by state facilities are not beneficiary of OAG.
13 Civil servants, trainees, foreigners working under a grant, person receiving a work injury or occupational
di sease benefitsdé are not beneficiaries of the s
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Thegraph7 below shows the admitnggiveorganization of the South African public social
protection system.

In terms of coverage, South Africa has globally a coverage above the average of the African region
that is 49.3% compared to 16.7% in Africa. The same goes for Oeifdrits coverage (76.6%
compared to 11.4% Africg; Old age benefits coverage (81.4% versus 25.1%); Disability benefits
coverage (66.5% versus 8.590Weverjn terms of maternity benefits coverage, South Africa is

still behind the average coveraggfiita as well as for the health care coverlagysdcial

protection platform,2021

Graph7: Administrative organizatiohartof the South African public social protection system.
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2. The Publisocial protection financing:

The consolidated government budget is allocated to social services, general public services, to
economic affairs, to Defense, to Public order and safety and to contingency reserves. (National
Treasury,2011).

The social servicesnsolidated budget comprises the social protection consolidated budget in
addition to the education, health and housing and amenities budgets.

The public social protection budget is managed at the national level in the national social
development deparémt and the provincial level in the provincial social development department.
(National Treasury,2011). It finances the social grants (old age grant, child support grant, disability
grant, other grants), the provincial welfare services, the policy baatsmgfants and benefits
administration. (National Treasury,2011).

Over the period 2062017, the consolidated government social protection expenditures increased
steadily fronrd41466.6 million of raredn 2002 t?235702.1million of randin 2017.

Graph8: Social protection expenditucesisolidated government expenditures-2002.
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Source: Author with data from the National Treasury Budget Review reports.
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[11 )Econometric analysis

A) Data

To carry out this studwe collected information from different sources (seelatbelow. We

chose for each year, the most recent value c
revenuesoO and Thethred variabdes rgah mominas Vialeeras véell as the GDP
variable and they were transformed in real value using the CPI database.

For the provinces Free State Aludthern Cape, there seemed to be some inconsiStienttye

reporting of data for the years 2003(NC,FS)(RBp4he value was not the same in the oldest
reports and the most recent one mentioning these years so we reported the observations
(FS,2002,2003),(NC,2002) as missing values to harmonize the observations of the following years

and to avoid having bidseffect on the results of the econometric analysis.

NB: The variable mining value added by the province in % is equal to the mining value added by
the province in volume divided by the total mining volume of South Africa.

The proxy of the rural populatiaras obtained by dividing the number of households using wood

for cooking by the number of households using electricity for cooking in each province.

4 There was a decrease in the total budget which affectdrt @ulgial protection expenditures.
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Tablel2 Summary of the sources of data used by the study.

Variables

Sources of data

RealSocial protection
expenditures

Real Tax revenues
Real National transfers
Provincial Equity Share

Conditional Grants

>Provincial government budget reports (Budget Statemg
budget overview, of the nine provinces published on the
National treasumyebsitg

>CPI History document: CPI headline index numbers
(Dec2016=100)

published on the Statistics South Africa website.

Real GDP

Mining and quarrying, valug
added by province (%)

>GDP published on the Statistics South Africa website
-Quarterly and regional table 1/2019
-Quarterly and regional tabt{88 Nov2017

>CPI HistorydocumentCH headline index numbers
(Dec2016=100)

published on the Statistics South Africa website.

Proportion of the populatior]
aged 65 years and more

Provinci&projection by sex and age 22029 published on
the Statistics South Africa website.

Proxy of the proportion of
the rural population (ratio)

Main source of energy for cooking (Wood versus electric

Source: General Households Survey (GHS) repo2t2 20D
published on the Statistics South Africa website.

Source: Author.

B) Descriptive analysis

On average, the real social protection expenditures were equal to 1.43 e(9) with the minimum value
registered in Northern Cape in 2003 and the maximum value in Gauteng in 2017(See table

13).There is a high dispersion of the observations from the meastaadard deviation is very

high (8.35 e(08)).Nevertheless, the trend of this variable is the same for all provinces despite not

registering the same volurf@eayraph9 below).

On average, the real tax revenues were equal to 1.06 e(9) with the nallientegistered in

Northern Cape in 200&%ee tabld3. As for social protection expenditures, there is a high
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dispersion of the observations from the mean as the standard deviation is very high (1.5)
e(08)).Contrary to the trend of the social protection expenditures, the trend of tax revenues is not
the saméor all provinces. The province WC has the highest values of tax revenues. (&ke graph

below).

Tablel3: Summary of descriptive statistics:

Variables Observations| Mean Std.dev Minimum | Maximum
Real Social protection 141 1.43 e+09| 8.35 e+08 | 2.59e+08 | 4.35e+09
expenditures

Real tax revenues 144 1.06e+09 | 105 e+09 | 1.21 e+08 | 4.35 e+09
Real national transfer| 144 4.8e+10 | 2.58 e+10| 5.89e+09 | 1.07e+11
Mining value added b] 144 11.11 9.%7 0.15 27.65
province(%)

Real GDP 144 4.05e+11| 3.83e+11 | 5.50e+10 | 1.51e+12
Population aged 65 | 144 5.4 0.80 3.99 7.6
years old and more

Proxy of the rural 144 29.94 41.45 0.45 205.36
population

Source: Author with the data from different soursegioned in tabl&2.
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Graph9: Evolution of real social protection expenditures by provinc@DD2
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Graphl10 Evolution of real tax revenues by provRa@22017.
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C)Econometric model:

The study used the same econometric modetasgbiziNsabimang2020) with provinces
replacing the countries and the period of study becof02gt@ 2017. There has been also

changes in the previous variables usealbgddziNsabiman#2020).
GSProv(i,t)=ai+ TR(i,t)+ xX(i,t)y+u(i,t)+e(i,

With GSProv (i, t) = the level of public expenditures on social protection for Province i in year t;
ai =the constant, TR (i, t) = Level of tax reve8a&SDP or realtax revenueger capita OX (i ,
t) = The set of control variables, nanmadgregated /disaggregatational transfets provinces

%GDP or real national transfers to provinces per ct@taal GDPper capitathe share of the
population aged 65 and over in the total population; the rural population share in the total
population proxied by the ratio of households using woods versus those using electricity as the
main source of energy for &owy, the mining and quarrying valued added by province i; u (i,t) the
fixed effect country and e(i,t) the term of the error.

We expect tax revenues to have a positive impact on social protection expenditures. An increase
in tax revenues is likely to Iéadhore available resources that could be allocated to the financing

of social protection. The same goes for national transfers to provinces. We expect real GDP to
also have a positive effect as higher level of GDP usually results in higher leiialfimzbvne.
Consequentlyhouseholdsvill be more able to contribute for their social protection coverage. A
higher level of GDP can also enable the government to generate more resources that could benefit

the social protection system.

As for the proporon of the population aged 65 years old and more, we expect the variable to have
a positive impact on social protection expenditures as older persons tend to need more healthcare
Theyalsoneedto have access to an income replacing their earnings as they reach the age of
retirement. Hence, they need to be more covered by the health insurance, the pension scheme

resulting in more social protection expenditures.

Concerning the proxy of the rural ptation, the more there are households using wood than
those using electricity for cooking, the more the population is rural, and this can have a negative
impact on social protection expenditures as resources are usually scarce in rural areas. There is als
a prevalence of informal workers who are less likely to contribute to social protection schemes.
Finally, for the mining value added by the province, a positive effect on the dependent variable is
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expected. The more a province is participating in agnaaiivity, the more it will generate
resources that could be allocated to the financing of social protection.

D) Regressions

1 Regression at the aggregate level of provincial National transfers

Regressions wenealizedvith the fixed effects model and the random effects model (sdd table
below) and then the Haussman test modslperforme@see tablés, below). The probability
associated with the Haussman statistic test was equal to zero so the null hypothiegisoaccor
which difference in coefficients was not systematic, was addadide random effect analysis
was used for the remaining part of the econometric analysis.

Tablel4 Regression of the fixed effects model and the random effects model
Variables Fixed Random

effects effects
Model Model

Provincial Tax revenues(%GDP)  0.05 -0.005

Provincial National transfers (%GDF 0.03** 0.03**

Real GDP per capita (thousand rani 0.002**  0.002**

Population 65 years old and above 0.01 0.02

Proxy Rural Population(ratio) -0.002**  -0.002**
Mining valued added by province (% 0.001 0.001
Constant -0.18 -0.20*
Number of observations (group) 141(9) 141(9)

R2 Within 0.81 0,80
Source: Author with the data from different sourmegioned in tabl&2

NB:***significantly different from zero at 1%.* significantly different from zero at 10%.
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Tablels5 Haussman test.

Null hypothesis Ho: Difference in coefficients not systema
Statistic Test Chi2(6) =2.62
Pvalue 0.8553

Source: Author with data from different sources mentioned in2able
2.Interpretation of results

The pvalue associated with the Wald Chi 2 statistic is equal to zero. Globally, the model fits with
the observed data. R? Within is equal to 0.80 wigiahs that 80% of the variability of social

protection expenditures is explained by the model.

The coefficient associated with tax revemuéise random effects model negative and not
significantly different from zero. This may be explained by tlexébwf provincial tax revenues

and a low efficiency in the allocation and management of the collected tax revenues. As for the
national transfers variable, the coefficient is positive and significantly different from zero. For an
increase of 1% in natial transfers, ther@re 0.03 points of percentage in social protection
expenditures other things being equal. The expected effect of national transfers is observed with
this result.

The expected effect of the remaining control variables is also realiz¢ie coefficients
associated with the variables real GDP per capita, and proxy of rural population are significantly
different from zero. For an increase of 1% in real GDP per capita (in thousand rands, there
0.002 percentage points increasedialsprotection expenditures. For an increase of 1% in the
number of households using wood relatively to those using electricity for cooking, there is a
decrease of 0.002 percentage points of social protection expenditures.

3Possible reversausality:

As mentioned in NongoziNsabiman#2020), there is a potential reverse causality explained by
the fact that social protection expenditures can also influence tax revenues. For example, if there

is an increase in public social protection expesslithis can result in an increase of overall public
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expenditures and can have for consequence higher taxes and thus higher tax revenues. This

problem can be solved by using lagged variable of the tax revenues

Wefound the same effect for the tax revenues delayé&dtat &s in the random effects model
without lagged variables. The coefficient associated with the tax revenues variable-8elayed at t
became positive and significantly different from Eer@nincrease of 1% in tax revenues, there
are0.29 points of percentage in social protection expenditures other things being equal. Concerning
the national transfers variable, there was no change in comparison to the model without lagged
variables. As for the GDP variable, the same results wereoldeethe models witie tax

revenues variable delayedlatt®.

For the third model with the tax revenues variable delaygdthag tcoefficient associated with

the GDP variable, became not significantly different from zero. For the coafftneis#ted with

the population aged 65 years old and above variable, it became significantly different from zero
and its value increased. For an increase of 1% in the proportion of the population aged 65 and
above, therare0.04 (0.05) points of percemtag social protection expenditures it tax

revenues variable delayedlaand 2 (t3) other things being equal.

No changes were observed for the proxy of the rural population. Finally, the mining value added

by each province remained not sicguifily different of zero.
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Tablel6 Regression with lagged variables:

Variables Random Random Random
effects effects effects
Model Model Model
t-1 t-2 t-3

Provincial tax revenue&(@oGDP) -0.20

Provincial tax revenue2(®oGDP) -0.008
Provincial tax revenue8(®@oGDP) 0.29*
Provincial national transfers (%GDF 0.03** 0.03** 0.03**

Real GDP per capita (thousand Ra 0.002**  0.002* 0.001

Population aged 65 and more 0.04** 0.04** 0.®***
(%totalpopulation)

Proxy Rural Population(ratio) -0.002**  -0.002* -0.002**
Mining valued added by province (% -0.00007 0.0 -0.002
Constant -0.23** -0.29** -0.37**
Number of observations (group) 134(9) 126(9) 117(9)
R2 Within 0.79 0.78 0.72

Source: Author with data from different sources mentioned irRtablel
NB: ***: Significantly different from zero at 1%; **: significantly different from zero at 5%.
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4 Results obtained with tax revenues and national transfers converted in unit per
capita

This new regression with tax revenues and national transfers being transformed in unit per capita
led to more or less similar results. For the tax revenues per capita variable, the same effect was
observed for t-1 and 12 and it was significant gt.t~or an increase of 1% in real tax revenues

per capita (in thousand rands) delayed athere are 0.50 percentage paiaisease in social
protection expendituregher things being equalt t-3, the coefficient became positive but not
significantly dierent from zero.

As for the national transfers per capita variable, it has the same effect though the amplitude is less
important. For an increase of 1% in real national transfers per capita (in thousand rahds) at t, t
t-2, t3, there argespectively 0090.0090.009/0.007percentage points increase in social
protection expendituresher things being equal

For the real GDP per capita variable, it became not significantly different from zero. As for the
remaining control variables (p@tiain aged 65 and above, proxy of rural population, mining value
added by each province), they kept the same effect and the first two remained significantly different
from zero. For an increase of 1% in the proportion of the population aged 65 yedrsbadean

at t, t1, t2, t3, thereis respectively 0410.14/0.14/0.13 percentage points increase in social
protection expendituregher things being equ#&lor an increase of 1% in the proxy of rural
population at t,-1, t2, £3, there is respectivedy002/0.00/0.002/0.001 percentage points
decrease in social protection expendiaihes things being equal
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Table 17: Results obtained with tax revenues and national transfers converted in unit per capita.

Variables Random Random Random Random
effects effects effects effects
Model Model Model Model
t t-1 t-2 t-3

Provincial tax revenues per capita -0.29

Provincial tax revenues per capita t -0.50**

Provincial tax revenues per capia t -0.26

Provincial tax revenues per capga t 0.18

Provincial national transfers per cag 0.009***  0.@9** 0.009** 0.007**

Real GDP per capita 0.00@ 0.0008 -0.0002 -0.0002
Population aged 65 and more 0.14x** 0.14** 0.14** 0.13**
(% total population) "

Proxy Rural Population(ratio) -0.002**  -0.002** -0.001 -0.001**
Mining valued added by province (¢ 0.0@ 0.001 0.002 0.003
Constant 037%*  -0.37* 0.34™  0.25
Number of observations (group) 141(9) 134(9) 126(9) 117(9)
R2 Within 0.6 0.61 0.57 0.45

Source: Author with data from different sources mentioned id2able

NB: *: Significantly different from zero at 1%; **: significantly different from zero at 5%.
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5.Regression at the disaggregateel| of provincial National transfers

In the different regressions, above national transfers have a positive and significant effect on social
protections expenditures all the time. And in the background section, national transfers are
considered tde a large proportion of provincial revenudesthey comprise Provincial equity

share and conditional grantg,undertook a new econometrical analysis at a disaggregated level

of national transfers to see which components has more effect on the social protection financing.
The results of the newgressior(See Table 18glow)shows that the component PES has a
significant and positive impact on social protection expenditures while the conditional grant
component effect is not significdfr an increase of 1% in provincial equity share atle@r64

points of percentage in social protection expenditures other things being equal.

As in the regression at the aggredatesl, lagged variabilgere used in the disaggregated level
for the variable PES to deal with potential reverse causality.
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Tablel8:Regression at the disaggretjates| of provincialational transfet® provinces

Variables NT PES PCG
(y=SP %GDP)

Provincial Tax revenues %GDP -0.005 -0.006 -0.09

Provincial National transfers % GDF 0.03**

Provincial Equity Share % GDP 0.04**

Provincial Conditional Grant %GDP 0.008

Real GDP per capita (Thousand rar 0.002** 0.003** 0.003**

Population aged 65 and more 0.02 0.04** 0.11**

Proxy of the Rur&opulation (ratio) -0.002**  -0.002** -0.002**

Mining valued added by province (% 0.001 0.002 0.0008
Constant -0.2* -0.4%+ -0.32%*
Number of observations (group) 141(9) 141(9) 141(9)
R2 Within 0.80 0.79 0.67

Source: Author with daftam different sources mentioned in tdlde
NB: **: Significantly different from zero at 1%; **: significantly different from zero at 5%;*:

significantly different from zero at 10%.
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Tablel9:Regression at the disaggrebjates| of provincialational transfers with lagged
variables

Variables t-1 t-2 t-3
(y=SP %GDP)

Provincial Tax revenues %GDP -0.04 0.005 -0.18

Provincial Equity Share % GDRt  0.02**

Provincial Equity Share % GDR t 0.02%*

Provincial Equity Share %GDB t -0.002
Real GDP per capita (Thousand rar 0.001 0.009 -0.0a
Population aged 65 and more 0.12%* 0.12%* 0.15**

Proxy of the Rural Population(ratio) -0.002**  -0.002** -0.@01**

Miningvalued added by province (% 0.002 0.002 0.002
Constant -0.46* -0.42* -0.27
Number of observations (group) 134(9) 126(9) 117(9)
R2 Within 0.65 0.58 0.38

Source: Author with data from different sources mentioned id2able
NB: **: Significantly different from zero at 1%; **: significantly different from zero at 5%;*:

significantly different from zero at 10%.

The table 1&bovesummarizes the findings. The coefficient associated with the variable PES
remained positive and signifibawlifferent from zero atlt and 2. For an increase of 1% in
provincial equity share, thare0.02 points of percentage in social protection expenditufies at t

t-2 other things being equal.t-3, the coefficieriecame not significantly differéoim zero.
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6 Regression at the disaggrebjatee| of provincial national transfers per capita

with lagged variables.

Table 20: Regression at the disaggddgaes of provincial national transfers per capita with
lagged variables.

Variables Random Random Random Random
effects effects effects effects
Model Model Model Model
t t-1 t-2 t-3
Provincial tax revenues per capita 0.04 -0.23 -0.23
Provincial Equity share per capita 0.07*
Provincial Equity share per capila t 0.05*
Provincial Equity share per capifa t 0.05*
Provincial Equity share per capiBa t 0.03*
Real GDP per capita -0.002* -0.001 0.001 -0.0008
Population aged 65 and more 0.02 0.07* 0.07* 0.08*
(% total population)
Proxy Rural Population(ratio) -0.001*  -0.001* -0.001* -0.0006
Mining valued added by province (% -0.0004  -0.002 -0.002 -0.002
Constant 0.05 -0.11 -0.04 -0.06
Number of observations (group) 141(9) 134(9) 126(9) 117(9)
R2 Within 0.81 0.72 0.65 0.49

Source: Author with data from different sources mentioned id2able
NB: *: Significantly different from zero at 1%; **: significantly different from zero at 5%;***:

significantly different from zero at 10%.
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By replacing tax revenues and PES variables by their equivalent in (s¥ectghta 20, above)

the coefficient associated with the PES variable remained significantly different from zero and
positive at t-1,t-2,t-3.For an increase of 1% in the provincial Equity sharelat® tt3, there

are respectively 0.07/0.05/0.05/0.03 percentage peiritsase in social protection expenditures
other things being equal

E) Discussion

Contrary tdNdongoziNsabiman&2020¥indings the studgid not find in most of the regressions
carried out, ray significant effect dax revenuesn social protection financing proxied by social
protection expenditures. Dudhelack of disaggregated data at the provincial level of tax revenues
in resource and non resource tax revenues, the disaggregated analysis of the effect of tax revenue:
on socal protection expenditures was not done unlikedon§bziNsabimang2020) study.
Nevertheless, national transfergprovinceshat had a positive and significant effect on the
variable ofinterestwere disaggregated in provincial equity share andooahdjtants in the
second part of the econometric analysis. Algusistudy, national transfers which replaced ODA
has not the same effecttlagse latteand this time, its coefficient is significantly different from
zero contrary to ODA coefficiertlational transfers to provinces may be better managed and
better allocated than ODA.

Furthermorethe mining value added by province variable which was introduced in this analysis
helped understand if there was any impact of the mining activity on social protection expenditures.
In this new study, tHeDP (real) was added as part of the controblesiand had a positive and
significant effect on social protection expenditures. Concerning the rural population variable, due
to lack of data on the provincial level, it was proxied by the number of households using wood
versus those using electricitgt dhad the same effectiadNdongoziNsabimang2020) study.

As for the population aged 65 years old and more variable, it had the same é&tfdmhgezin
Nsabiman#&2020) study
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Conclusion

This study was undertaken following the resbl@ned by MongoziNsabimang2020) to

examine the causal relationship between tax revenues and public social protection financing
proxied by public social protection expenditures in South Africa at the provincial level over the
period 20022017.The aiwas to see if the results observed at the macro level were the same for
one specific country especially at the provincial level. Using a panel analysislitheattundly

a significant effect of tax revenues on public social protection expenditoresabe after
introducing lagged variables to deal with potential reverse cduigafiptional tnsfers to
provinces turned out to have a higher and significant effect on the variable of interest than tax
revenues. These new findings may be explained by the fact that the level of provincial tax revenues
is low contrary to national transfers to provinces. fohere higher amount of provincial tax
revenues should be raised to contribute more to the sustainable financing of socialgdrotection

the provincial level.

The econometric analysis also showed the impact of most of the control variables. Thus,
governmats are also encouraged to achieve strong economic growth, higher proportion of the

urban population, better management of resources generated by the mining activity.

As mentioned in the data and discussion sections, due to lack of data on someveaoakbdes,

not use the same variables as irNtlengoziNsabimang2020) study, bute found variables

that can be considered as their proxies when it was possible. There was inconsistency in some
values of the dependent variable for some provinogs,used missing values to avoid bias in

the results.
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Chapitre 3Social protection and Informal Sector: Case Study of
Uruguay.

Este investigacion utilizo informacion de la Encuesta Longitudinal de Proteccién Social (ELPS).
El autor agradeceBdnco de Previsién Social, propietario intelectual de la Encuesta, la

autorizacion para usar la Base de Datos Innominada. Todos los resultados del estudio son de

responsabilidad del autor y en nada comprometen a dicho organismo.

Muchisimas gracias a totlequipo de ELPS por ser tan amable conmigo y por haberme dado

acces@ la encuestLPS para mi estudio.
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Introduction

As already seen in chapters one andaeuay efforts remain to achieve universal social protection

by 2030.There are still some boétks to overcome suchaastrong presence of the informal

sector to the detriment of the formal sediGanagarajah et al. 2001; M2@83; Pelissery et
al.,2007; Cheg008; Mathauer et,&008; Soja?015)Indeed, it varies between 20% and over

80% in noragricultural employment in developing countries2011, Latin American registered
globally an informality rate of 47.7% which is fAlge rate was even higher in some couaBies

it is the case of ¢hduras (70,7%), Peru (68.8%), Paraguay (65.9%). Uruguay, the country studied
registered the lowest val2®,5% (Cetrangolo at al.,2014).

Il nf or mal sector can be defined as oall eco
framewor k6 ( Ca koalg Rellissgryadi al,2007;Mathauer, 208B).It is usually
characterized by a lack of regulation and written contracts, insecure employment, low income, weak
access to formal social protection systems(contributoryprpeysiiems, health insurance,
unemployment insurance, disability benefits).(Canagaraja@0€tlalMaes,2003; Pelissery et
al.,2007; Mathauer et al.2008; ).Hence a low coverage in social protection for developing countries

as they register highest l@fehformal workers.

There are main categories of informal workers that can slightly differ according to authors treating
the informal sector issue. For examp(@° defines Informal sector workers @ersons who in

their main or secondary jobs were: @namc ount wor kers, employers a
cooperatives employed in their own informal sector enterpriseac€wnt workers engaged in

the production bgoods exclusively for own final use by their household (e.g. subsistence farming

or doit-yourself construction of own dwellings); Contributing family workers, irrespective of
whether they work in formal or informal sector enterprises; Employees inéddimgl jobs,

whether employed by forma informalsector enterprises, or as paid domestic workers by

househol dso6.

15

https://www.ilo.org/ilostat/faces/oracle/webcenter/portalapp/pagehierarchy/Page33.jspx?locale=EN&NIBI

=540& adf.ctd

state=betéwbagn_4& afrLoop=1367674393530154& afrWindowMode=0& afrWindowld=betéwbagn_1#!%40
%40%3F _afrwindowld%3Dbetéwbagn_ 1%26locale%3DEN%26 afrLoop%3D1367674393530154%26MBI_1D%3
D540%26 afrWindowMode%3D0%26 _adf-stdte%3D6absvekp0 4

16 hitps://ilostat.ilo.org/resources/methods/descriptioinformality/
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https://www.ilo.org/ilostat/faces/oracle/webcenter/portalapp/pagehierarchy/Page33.jspx?locale=EN&MBI_ID=540&_adf.ctrl-state=bet6wbagn_4&_afrLoop=1367674393530154&_afrWindowMode=0&_afrWindowId=bet6wbagn_1#!%40%40%3F_afrWindowId%3Dbet6wbagn_1%26locale%3DEN%26_afrLoop%3D1367674393530154%26MBI_ID%3D540%26_afrWindowMode%3D0%26_adf.ctrl-state%3D6absvekp0_4
https://www.ilo.org/ilostat/faces/oracle/webcenter/portalapp/pagehierarchy/Page33.jspx?locale=EN&MBI_ID=540&_adf.ctrl-state=bet6wbagn_4&_afrLoop=1367674393530154&_afrWindowMode=0&_afrWindowId=bet6wbagn_1#!%40%40%3F_afrWindowId%3Dbet6wbagn_1%26locale%3DEN%26_afrLoop%3D1367674393530154%26MBI_ID%3D540%26_afrWindowMode%3D0%26_adf.ctrl-state%3D6absvekp0_4
https://www.ilo.org/ilostat/faces/oracle/webcenter/portalapp/pagehierarchy/Page33.jspx?locale=EN&MBI_ID=540&_adf.ctrl-state=bet6wbagn_4&_afrLoop=1367674393530154&_afrWindowMode=0&_afrWindowId=bet6wbagn_1#!%40%40%3F_afrWindowId%3Dbet6wbagn_1%26locale%3DEN%26_afrLoop%3D1367674393530154%26MBI_ID%3D540%26_afrWindowMode%3D0%26_adf.ctrl-state%3D6absvekp0_4
https://www.ilo.org/ilostat/faces/oracle/webcenter/portalapp/pagehierarchy/Page33.jspx?locale=EN&MBI_ID=540&_adf.ctrl-state=bet6wbagn_4&_afrLoop=1367674393530154&_afrWindowMode=0&_afrWindowId=bet6wbagn_1#!%40%40%3F_afrWindowId%3Dbet6wbagn_1%26locale%3DEN%26_afrLoop%3D1367674393530154%26MBI_ID%3D540%26_afrWindowMode%3D0%26_adf.ctrl-state%3D6absvekp0_4
https://www.ilo.org/ilostat/faces/oracle/webcenter/portalapp/pagehierarchy/Page33.jspx?locale=EN&MBI_ID=540&_adf.ctrl-state=bet6wbagn_4&_afrLoop=1367674393530154&_afrWindowMode=0&_afrWindowId=bet6wbagn_1#!%40%40%3F_afrWindowId%3Dbet6wbagn_1%26locale%3DEN%26_afrLoop%3D1367674393530154%26MBI_ID%3D540%26_afrWindowMode%3D0%26_adf.ctrl-state%3D6absvekp0_4
https://ilostat.ilo.org/resources/methods/description-informality/

Maes 2003 highlighted the existence of 7 criteria mentioned in the ILO Kenya report 1972 which
are: osmal | s c aate@andcbmpetpive markiets, tamily owmnershie aj nedources,
skills acquired outside the formal school system, labour intensive and adapted technology, ease of
entry and reliance on indigenous resources®o.
citeria by Canagarajah and Sethuraman(2001)
application of legal and administrative regulations, employment of family members, less than six
years of schooling for workers, semi permanent character of ttye aotfixed working hours

in a dayetco

Although there are more and more measures to include informal sector workers in the social
protection system, such as monegéor the most part in Latin American countries, more efforts
need to be done to ackeeuniversal coverage in social protection.

This chapteraims to examine the link between working in the informal sector and the coverage
rate in social protectiov/e want to see if in the presence of a more inclusive policy of informal
workers in the soca | protection Omonotributod in Urug.l
them and formal workers.

The chaptercomprises amicroeconomic study using Uruguay data from the "Encuesta
Longitudinal de Proteccion Social, Ola 1" survey conducted by " Banco de Prevision Social" in
2013.

Uruguay was chosen for the case study not only for the availability of data but alsodanause it i
interesting country to take into account 't ha
put in place to extend social protection coverage to workers in the informal sector. This study
contributes to the literature as it is a micro study timggsbmore precision on the effect of
belonging to the informal sector on whether or not to join a social protection system. It also
contributes to the literature through the use of a complete and fairly recent database that allows

for a sample and a numbéwvariables important enough for a more rigorous analysis.

This study will enable through the results obtained, to better help -theaisianin the policies

of universal coverage in social protection for Uruguay but also for the other countries of Lat
America and Africa. The study used a logistic model analysis and has selected as the dependen
variable the different components of social protection that were considered most relevant. The
explanatory variables include the type of work held, theaktenvorkplace, level of education,

gender, age, relationship to head of household.
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Previously, authors like Mathauer e28D§ studied factors explaining the demand for social
health insurance for informal sector workers in Kenya. Soj@6t 8lthrough their study on

the determinants of joining the pension systems of private sector employees for five Latin
American countries have examined the issue and found a link between the informal sector and

social protection coverage.

The remaining parts the article is organized as following: Il) Background; Ill) Literature Review;
IV) Data; V)Model;VI) Conclusion.

II) Background

A) Brief presentation of the social protection situation in Uruguay

Uruguay is considered as one of the pioneers devedpment of social protection in Latin
America; the most ancient law about social protection was adopted in 1829 to offer pensions for
incapacity, widowhood, orphanhood to military and their fameitybers(BPS,2017)The

institution 0Banco de PrevisioSocial which was created in 1967, has for main purpose the
coordination of the public social security seraimibe organization of the social security system.

The Uruguayan social protection comprises contributory social security for salarged person
universal social security system for Uruguayan residents, social assistance for indigent persons anc
private social security services. In 2013, the social protection benefits were old age pension,
di sability benefits, sitarmity insurances Wwork bnginy engurarnce, , S |
unemployment benefits, family allowances.€68A205).

There are different institutions (ggaph 10below) under the Ministry of Work and Social
Security (Ministerio de Trabajo y Seguridad Social) that manage the existing social protection
schemes: the Social Insurance Bank BPS (Banco Prevision Social), three paragts banks
paraestatales) fbanks, Notaries and univergitaduatedwo statebanks (cajas estatales) for
services of retirement and pensions for military and police. Apart from these public institutions,
there are also private institutions such as AFAP (Administradoras ded@iawsodorevisional)

which are administrators of pension saving fiuadpmarsind009.The BPS covers persons
working in the industry and trade sector, civil servants except militaries and police, persons working
in the rural area, in the constructieotsr and persons providing house services.(Asesoria en

Politicas de Seguridad Social & Asesoria General en Seguridad Social,2019).
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Graph 11 Administrative organization of the Uruguayan Social protection system:

MTSS BCU
Cajas Cajas para
BPS estatales estatales AFAP

MTSS: Ministerio de trabajo y Seguridad Social

BPS: Banco de Prevision Social

Cajas estatales: Policiales y militares

Cajas para-estatales: bancarios, escribanos y profesionales independientes
BCU: Banco Central del Uruguay

AFAP: Administradores de Fondos de Ahorro Previsional

" HEEHRSH

Source: Lagomarsi{2009

Concerning the pension system, there is a mixed scheme as stipulated in the law related to social
protection ey n°16713 of 199band a social assistance scheme. The mixed scheme is constituted

of a social insurance component (regimen de jubilaciealidaridad intergeneracional) and an
individual saving account component (regimen de jubilacion por ahorro individual obligatorio).
(Registro Nacional de Leyes y Decretos, B¥%t al. 201). It is compulsory for employed and

self employed persons lwin income superior to 31618 pesos and voluntary for those earning
less than 31618 pesos.

The social insurance solely concerns employed aathglelyed persons including rural and
household workers and it functions such current active workers firapeadion of current
retired persongSSAet al, 204; Asesoria en Politicas de Seguridad Social & Asesoria General en

Seguridad Social,2019; Ley 16AE3jor the social assistance scheme, it is accessible for needy

" There is also another lan?18395that brought changes to the law 16713 from 2009 to make the social
secuity system more flexible.
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elderly and disabled persons and financed by the gover(@8&wet al,204). The pension

benefits are elderly benefits (common retirement, retirement for advanced age), disability benefits,
sur vi vor gRegisttoeNaaohal tlesLeyes y Decretos,1®88s0ria en Politicas de
Seguridad Social & Asesoria General en Seguridad Social,2019).

As for theNational health insurance system SNS (Seguro Nacional d& iBialadjontributory

system administrated by the National Health Brand JUNASA (Junta Nacional de Salud). The
contributions of the subscribers constitute the Health National Fund FONASA (Fondo Nacional
de Salud) and is managed by B&®soria en Politicas 8eguridad Social & Asesoria General

en Seguridad Social,2088A et al20M). Contributions are compulsory for workers and
employers of both the public and private sector, one person company (patrones unipersonales),
members of the monotax scheme (nriimatista) yetired persons, pensioners, their dependents.

(Asesoria en Politicas de Seguridad Social & Asesoria General en Segu2@d®)Social,

Apart from the medical benefits covering the categories mentioned above, cash sickness for all
employed persons and cash maternity benefits are provided. Concerning public health services,
they are provided for free for all residents in Uruguay and financed by the governmeal (SSA

204). For military and police and bank employees, therpeaial schemes. Furthermore,
persons working less than 13 days and with a wage inferior to 3248 pesos a month are not eligible
for the medical benefits. (S&4al, 201).

The Unemployment benefit system was a social assistance system financed roynidiat gove

2013 and covered private sector employees in industry and trade, rural workers, professional
athletes, and household workers. For bank employees, there was a special scheme. The eligible
beneficiaries had to work during a certain period and eartain amount of money before the
unemployment period and this criteria varied according to the type of work ¢amuardirban

work, irregular urban work, regular rural work, irregular rural work, registered housework, regular
housework, irregulaousework, daily pambrk,monthly paid workBeltemployed workers were

not covered by the unemployment benefit sys&shet al,20M4). The same goes for public
workers, military and police due tbutsorhee nat u
public private institutions are beneficiary GAsiesoria en Politicas de Seguridad Social & Asesoria
General en Seguridad So2ial,9).

8 see graphZillustrating the functioning of the Uraganhealth system
19 dirremovability=Someone who cannot be fired unless it is due to a seriougWikipkdia)
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The work injury system is a contributory system financed by the employers and its beneficiaries are
employed persons from the private sector, some public workers, apprenteepldgel

persons, professional athletes and actors are not coveredhwrige As for the health insurance
systems, there is a special systenthéomilitary. (SSAet al,204; Asesoria en Politicas de
Seguridad Social & Asesoria General en Segurida@@&tjal,

Maternity benefits under the Family allowance schemeseamsbéedor needy private sector
employees, household workers, persons beneficiary of unemployment benefits, newspaper
vendors, small product vendors and pensioners. There are special systems for civil servants and
selfemployed persons are not eligild8A¢t al, 20H4). This scheme is a social assistance system
financed by the governme(@SAet al, 204; Asesoria en Politicas de Seguridad Social & Asesoria
General en Seguridad Social,2019).

Graph 2: The health system of Uruguay.

Impuestos Contribuciones de Contribuciones de H
Fuentes generales empleados empleadores ogares
' by
Fondos Sanidad Militar, Sanidad Policial, Fondo Nacional de Salud ENR Pagos Seguros
Universidad de la Republica, BPS y otros* (FONASA) de bolsillo privados
Unidades de atencion de las FFAA y la policia, Consultorios, clinicas
Proveadoras Hospital de Clinicas, atros (1) — S L y hospitales privados
Usuari Trabajadores de las FFAA, la palicia y sus familias, Poblacion de |Trabajadores del sector| Poblacién con
suarios I i - .k :
funcionarios de empresas piblicas MEnores ingresos formal y sus familias capacidad de pago

* Fondos de proveedores que serin objeto de los préximos avances del proceso de reforma
BPS: Banco de Prevision Social

FNR:Fondo Macional de Recursos

ASSE: Administracion de Servicios de Salud del Estado

IAMC: Instituciones de Asistencia Médica Colectiva

IMAE: Instituto de Medicina Altamente Especializada

Source Aran Det al2013.

91



The coverage in social protection in Uruguay is one the highest in Latin America and it is superior
to the average coverage in the region. In 2010, the health coverage was .2étabio@atred

to 817% in the Latin America regiorh€lold age pension effective coverage was equal to 76.5%

in 2011 while the average value in the region W& F®e number of unemployed persons who
effectively received the unemployment benefits was 4.6% in 2013. 4LO,201

The same trend is observedthe social expenditures allocated to the financing of public social
security over the period 1928@11. Tabl@1 below shows variation of the value of public social
security expenditures between 11% and 14% GDP with an increase for the-§6@2 2@he

year 2002008.The highest val{l&.3% GDBP was reached for the year20®.

Table21: Public social security expenditures(%GDP).
9900 01-02 0304 0506 07-08 0910 1011

Uruguay | 131 143 122 1171 123 121 111
Latina 43 4.6 4.6 4.8 50 54 51
America

Source: CEPAL,2013.

Concerning the informal sector which is the focus of the study, a specific program has been

i mpl emented since 2001. This system oOomonotrr
contributions collection method for independent workers with limited tuaravevith small
commer ci al activitieso (1LO,2014). The crite
owned enterprise composed of two persons with no employees, family owned enterprises with
maximum three partners, enterprises with niesileorkers and a small income.

Globally, the informal employment rate decreased from 2006 to 2017.In fact in 2006, Uruguay
presented an informal employment rate of 42,42 % and in 2017 it was equal to 22,95%. It is worth

noticing that there was a shampdn the informal employment over the period -2013.
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Graph13: Evolution of informal employment from 2006 to 2018.

Informal employment (% of total neagricultural
employment)
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Source: Author with data from WDI database.

Furthermore, the number of members of the monotax system has been istreadingreation
especially since reforms were made to make the scheme more inclusive in 2006.The following table
illustrates this trend: there is a constant increase of insured members from 2006 to 2013 which
registered the highest number of 25319adsuembers (ILO,2015).

One can wonder regarding this context and the efforts made by Uruguay to extend the coverage
of social protection to all, if one can still observe a causal relationship between social protection

coverage and informal sector for thary2013.
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Table22: Number of registered monotax enterprises and insured members, Urugi2zfi 2006

Monotax enterprises Insured members

2006 2566 2925

2007 6217 6753

2008 10259 11320
2009 13061 14347
2010 15625 17356
2011 19108 21132
2012 21127 23319
2013 22968 25319

Source : Author with information from the ILO Report 22010 and Sotelo (2014).

[I)Factors explaining the low coverage of informal sector workers

As already mentioned in the introductibe,i nf or ma | sector can be de
activities that r emai(Ganagardjah et@0d1; Pehsseryetfalf,2007;i a |
Mathauer et al2008). It is usually characterized Iacl of regulation and written contracts,
insecure employment, low income, weak access to formal social protection systems (contributory
pension systems, health insurance, unemployment insurance, disability(Ganefiig)ajah et

al, 2001;Maes,200B¢lissery et al.,2007; Mathauer g2@0D8).1t can be explained by the
willingness of employers to decrease labor cost by avoiding the payment of social contributions,
taxes; the low level of education of workers; the low level of qualified skiksisfthveincrease

in unemployment; gender inequalities; population that is in great part rural; imperfection of
markets, low access to credit, low access to @(daatgarajah et 2001 Maes2003; Pelissery

et al. 2007; Mathauer et a2008 S0jq2015).

Informal sector workers can be working on their own account in small size companies. They can

be empl oyees, i ndependent wor ker s, seasona
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cooperatives. They also occupy tertiary services jobsamhey family members working for
free. (Canagarajah et2001; Maef003; ILG%UIrichs, 2016; AJR016).

Due to the characteristics of informal workers, it is often difficult for government officials to track
them down in order to collect taxes, social contributions to finance social prbtectethey
are often excluded from formal social protectidarags

Some studies have tried to highlight the link between the informal sector and the low level of
coverage in social protecti@&rnighausen et &007) studied the willingness to pay for social
health insurance among informal sector in Wuhan.ctlegted data through surveys during
September 1999 and January 2000 on informal workers aged between 18 and 60 years old with no
health insurance in Wuhan. Informal workers in this case wexeamunt workers, unpaid family
workers, employers and eaygles working in establishments with less than 10%. They used the
contingent valuation such the explained variable is equal to the maximum willingness to pay for
Basic Health Insurance (BHI) and they chose age, gender, educational attainment, intcipme, migra
employ (permanent, temporary), HEX (Average monthly health expenditure in the past year) as
explanatory variables. They found that informal workers with a permanent job have a higher
willingness to pay for Bitthan informal workers with a temporary(ph.3% in the OLS model,

19.1% for BH without deductih9% for BHI without coinsuranc&hey found also that income

have a positive effect on the willingness to pay for BHI.

Dartanto et al2020)lso studied the willingness of informaikers to join a health insurance

scheme in three areas of Indonesia: Deli Seidang, Pandegleng, Kupang. Data were collected from
the 2014 OLPEM FEB Ul &8s Quantitatived surve
workers on NHIS)from in depth iterviews with new informants afrdm focus group
discussions with stakehal¥eThe authors used the Bourdieu concept for his study with the
habitus dimension being the informantdés soc
economic capital, sociodegraphic characteristics; the field, effort to seek and access to
healthcare.

20 hitps://ilostat.ilo.org/resources/methods/descriptioimformality/

21 BPJS Kesehatan officensads d villages, heads of communities, members of the Indonesliama
Councilacademicians,members of a health agency,heads of community healthcare.
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They found that on the 29 informants, 18 chose to be covered by the cheapest and most affordable
form of health insurancAs informal workers have generally no fixed indiene tend to save

money to finance healthcaraosewith previous work experieng¢asthe formal sectowyhere

they had accesshealth insurana@e more likely to be willing to join a health insurance scheme.
The authorgalso foundhe important role of family ties, social communities in profiitamgial

supportin case of sickneasd in making decisions to join or not health insurance schemes. Health

officers also have an influence on joining the health insurance scheme.

As forMathauer et 82008, int hei r wor k on oOextending soci al
sector i they examinegl ¢hé demand determirfdotshealth insurance which is a
component of social protection. For this purpose, they interviewedsl§rimqu discussions in

which different types of informal workémsere classified. They then determined the factors
affecting the demand for health insmedaaomé, an
omi n cmovata | | éacH dsecussion group. They found that the ability to pay, knowing the
existence of the National health Insurance and understanding its functioning, among other has an
impact on the demand for health insurance. As it is known, Informal workers eanrému)ar

income; have a low level of education; live in remote areas. Hence it results in a weak demand for
health insurance from them.

Concerningviohd (2013)hedid an economic analysis of the old age protection for the informal
workers in Kuala Lumpum Malaysia. In his study, informal workers were service workers, shop
and market sales workers, craft, and related trade workers, workers with elementary occupations.
The author used data collected thanks to interviews on 400 individuals. He fonlyd2206

of them were enrolled in any age protection and the mean of adequacy of the old age protection
benefits was equal to 2.84 out of 5. Informal workers relied more on saving to finance their
retirement:76.5% saved for old age. These results sHowetbaerage of informal workers in

old age.

Sojo et ak2019 studied the determinants of affiliation to pension systems of wage earners in the
private sector for five Latin American countiBeaz{l, Chile, Colombia, Costa Ridgauguay.
They chosepersonal characteristics of workers (age, sex, educational level, marital status),

household size and head, variables related to workplace (occupational category, branch of activity,

22 personal and househokharacterstics, community characteristicdiealth characteristics.
23Taxi, conductor associatisrjaa kali association groufarmer groups)oan support groupsCBD groups, Self
KSf L) IANRdzLIJASES ¢2YSyQa aStF 3IANRdzLIA®
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parttime work, type of labor market insertion, income from work guilaidation, race for
independent variables. Using a probit model and households surveys data in 2002 and 2012, they
found that being a paitme worker decreases the probability (20%) of being covered in
comparison with being a fulltime worker. Furtherntbeze is a positive effect of income,
education level, living in urban areas, being the head of the household. However, this study presents
some limits notably on the type of data used which has for consequence the difficulty to compare

the results betwedime five countries studied.

Before this article, other studies on Latin American were carried out byZDBEARofman et
al.(2008)Da costa et a2011)Auerbach et a2007¥. CEPAL(2006) used a multivariate model

to analyze the probability @ontributing to social security of workers from 16 Latin American
countries in 2005. On the one hand, they found a negative effect for workers with own accounts,
workers in the domestic service, workers for companies with less than 5 employeesie®n the ot
hand, working in the public, professional, technical sector increased the probability of contributing
to social security. This confirms the hypothesis according to which being an informal sector worker
reduce the probability of paying social contoibsitand thus the probability of being covered.
Theyalso found positive impact of age and education level on the probability of contributing to

social security.

Concerning Rofman et al. (20@Bg¢y studied the correlation between perwarage and a

number of variables such as age, geographical areas (urban, rural), sector of employment (primary,
secondary, tertiary), type of employer (public, private), level of education, gender, occupation, firm
size (small, medium, large), incomatitps. They focused on 17 countries of Latin America over

the period 1992004 and they used data from national suregg found for example a positive
correlation between the coverage of wage earners and the size of the firm. Workers in large firms
have a 60% higher coverage than workers in in smaller firms. As it is already mentioned above,
small firms are firms where the largest proportion of workers are informal workers. Thus, there is
a lower pension coverage for informal workers in comparismmad workers who are mostly
employed in firms with larger sizes. Concerning the income variable, wage earners in the lowest
quintile registered also the lowest or no pension coverage. Informal workers usually earn lower

wages so their coverage in pensitikely to be lower.

24These studies are mentioned in the study of Sojo et al.,2015.
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As for Da Costa et gR011), theglsofound thesame results for Brazil, Chile, Mexico over the
period 1992006.Another study worth mentioning is by Auerbach et al. (2007) who analyzed the
factors influencing the probability ¥eorkers to be affiliated to a pension system. They found the
same results as Rofman g28l08) and Da Costa et(aD11).

From this literature review, we can see there is a link bét@iarmal sector and social
protection. Our study main aimlwe to further the reflection of authors mentioned above with
a focus on one country from Latin America, Uruguay; the use of an econometric analysis; the

inclusion of more than one component of social protection.

IV)Data

A) Data presentation

Tocarryouthest udy, data from the survey OEncuest a
2012 oprovided by the i n weréusadiisdatabaseBoaarsche d e
period 20122013, the 19 departmentdisfiguay anevas prodoed thanks to the collaboration
between thélinistry of Labor and social Security, Ministry of Social Development, Ministry of

Economy and Finance, Banco de Prevision Social, National Statistical Institution of Uruguay.

The variablesot y p e of éadbor owarclkipliaceod (depart men
ounempl oyment benefitdé, oOomaternity benefito,

|l evel 6, oO0gender 6, oOageod, awaeusedmthadtudyonshi p t

Thev ar i abdfe loa bygpreva®ohasatopdefieedt@s the main explanatory variable as

it comprises categories of work that characterized the informal sector. As it is already mentioned
in the literature review, informal workers are less likely to be salaies, wovkork in big size
companies. They are more likely to beesghloyed without a huge capital, to do unpaid work for
family. Hence, an hypothesias madehased on the literature review and the definition of the
informal sector that workers from egdries 3,5,6,7 anéf re more likely to be part of the

informal sector than workers from categories 1 and 2.

25NB: The different categories of this variable (1 to 12) were reclassified in categories 1 for salaried workers
(wage earngiin the public and private sectatggory 2 to member of a production cooperative; category

3 to independent worker; category 4 to employer; categ@glbaimployednot possessing a property

or a capital; categoByself employed property or a capital; category 7 to unpaid family member; category

8 to beneficiary of a work public program, paid or unpaid intern or apprentice and other works unpaid;
category 9 to associate spouse
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