
Anh Tran, Jodie Bispham & Shea McClanahan

Social Security for Inclusive Growth  
Globally and in the MENA region

ISSPF Working paper series:
Shifting the Paradigm

 November 2021

V
in

ce
 G

X/
 U

ns
pl

as
h Issue: 02



 
 

 i 

Acknowledgements 

This study was made possible with generous funding from a Ford Foundation grant titled 
‘Shifting the paradigm: building inclusive, lifecycle social security systems in the MENA 
region.’1 It builds on previous evidence reviews and research papers produced by 

Development Pathways on the linkages between social security and economic growth.2 
The main author of this report is Anh Tran (Development Pathways), with contributions 
made by Jodie Bispham (Development Pathways) and Shea McClanahan (Development 
Pathways). Valuable comments and feedback were provided by Chafik Ben Rouine 

(Tunisian Observatory of Economy), María del Mar Logrono Narbona (Arab Renaissance for 
Democracy and Development) and Shahir Ishak (Development Pathways). The report also 
benefited from research support provided by Daniel Hughes and Idil Mohamud of 
Development Pathways.  

 

 

1 This work is licensed under the Creative Commons Attribution 4.0 International License. To view a copy of this license, 
visit http://creativecommons.org/licenses/by/4.0/ or send a letter to Creative Commons, PO Box 1866, Mountain View, CA 
94042, USA.  
2 This work builds on several completed studies, including: Development Pathways & ITUC (2021); McClanahan et al. 
(2018); Kidd & Sibun (2021); and Kidd & Tran (2018). 



Executive summary  
 

 ii 

Executive summary 

Across many MENA states, economic growth and development is strained due to large 

segments of society being unable to meet their basic needs and access public services. 
Social security provisions across the region are highly unequal and inadequate. The public 
provision of social and economic benefits across the MENA region have emerged within 
the context of authoritarian social contracts, prioritising social insurance provisions and 

broad-based price subsidies which disproportionately benefit more affluent members of 
society. Whereas many MENA states have started reforms to phase out price subsidies 
since 2010, these have largely been replaced by schemes implemented around ‘charity 
logic’, comprising fragmented income support provisions to the poorest members of 

society. These tend to exclude a large proportion of the population living on middle – but 
still insecure – incomes, or the so-called ‘missing middle’. 

The global economic crisis driven by the COVID-19 crisis has demonstrated an urgent 

need to re-position social security at the core of a successful and sustainable economic 
growth model. Everywhere, including in the MENA region, incomes have plummeted as a 
result of the crisis. Failure to address widespread low incomes in the wake of the crisis is 
associated with high risk of exacerbating social and political instability. This is 

particularly pertinent for the MENA region, where societies have long been characterised 
by political unrest and fragility caused, in part, by grievances stemming from inadequate 
existing public services, including social security, which fail to cater to the needs of their 
respective populations. However, the COVID-19 crisis also presents an opportunity for 
countries in the MENA region to ‘build back better’, by investing in the foundations of 

inclusive lifecycle social security systems. Social security not only provides a demand-side 
boost to the economy, but it has the potential to build the social contract, by fostering 
greater trust between individuals and the state, improved satisfaction with public 
services, and more cohesive, dignified societies.  

Evidence of the positive impacts of social security on economic growth has been widely 
documented. While economic growth is not a core policy objective of social security, by 

providing a higher level of income security across the lifecycle, social security enables 
individuals and households to smooth their consumption. Further, it removes financial 
barriers to accessing essential public services, such as healthcare. Direct impacts of social 
security result from bolstering incomes which leads to a higher consumption of goods and 
services within the economy. Indirect impacts result from the spillover effects of social 

security for the community and for the national economy. In other words, investments in 
social security can act as a stimulus that is not limited solely to the individual and 
household spheres, but one that cascades outwards to broader economic levels. This 
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could mean, for example, an increase in local market activity and employment within the 

community as higher demand creates a need for greater production factors such as labour 
and capital. These indirect impacts, in turn, affect the national economy.  

Building human capital through a healthier and skilled workforce  

The impacts of social security on the economy start with individuals and households. 
When they have access to a regular and predictable income, recipients of social security 
are better able to invest in their own wellbeing, and their own income generating 

opportunities. These micro-level impacts of social security ultimately contribute to 
economic growth through human capital development, by promoting a healthier, more 
educated and adaptable workforce.  

Food- and nutrition insecurities and lack of access to health care and education 
opportunities across the MENA region are key issues that stifle economic progress. Scarce 
arable land, a dry climate and acute water shortages create challenges to accessing 
adequate and nutritious food. Conflict and instability have contributed to a higher 

prevalence of food- and nutrition insecurity across the MENA region, which has been 
exacerbated by the COVID-19 pandemic and socio-economic crisis. While countries across 
the MENA region have made remarkable progress in the reduction of maternal and under-
five mortality, ongoing conflict has been detrimental to health outcomes, due to outbreak 

of diseases and destruction of social infrastructure. Out-of-pocket expenditures on health 
accounted for 41.3 per cent of health expenditure across low- and middle-income 
countries in the MENA region in 2018. Despite significant progress toward improving the 
educational attainment of girls and women’s literacy rates, limited educational 
opportunities continue to be a challenge for many, creating barriers to social and 

economic mobility across the region. While children in MENA states achieve very high 
rates of school attendance at primary level, their attendance declines significantly at 
secondary level. 

By helping to remove financial barriers to accessing adequate food, nutrition, education 
and health care services, social security can contribute to a healthier and productive 
population and workforce. It follows, therefore, that the absence of social protection can 
have detrimental effects on health which, ultimately, negatively impact on a nation’s 

productivity and growth. While supply-side investments in social infrastructure are critical 
for human capital promotion, these themselves are insufficient for achieving impacts at 
national level. Demand-side investments in the incomes of people are essential to ensure 
that adequate and nutritious food is accessed, schools are attended, and out-of-pocket 

costs of medicine and treatment are covered.  
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Stimulating income generating opportunities and more gender equal participation 
in the labour market  

In turn, the access to a regular and predictable income also enables people to take more 
risk, allowing them to choose better forms of employment and invest in higher return 
activities, rather than focusing on short-term needs. Therefore, social security can 

promote greater labour mobility, by empowering individuals and households to overcome 
financial constraints to participate in their local economy and labour market.  

It should be emphasised, however, that this demand-side boost to economies, by 
stimulating human capital, should go hand in hand with structural changes to the 
education and labour market. Indeed, the mismatch between educational attainment and 
economic opportunities across the region resulting in over-education – also known as the 
‘MENA paradox’ – stifles opportunities for inclusive participation in the economy. The 

creation of better work and more equal participation in the labour market are important 
objectives for the MENA region if countries are to achieve higher and inclusive economic 
growth. The MENA region faces one of the highest rates of unemployment in the world, 
averaging at around 11 per cent of the workforce. Across the Arab states, almost a quarter 

of youth are unemployed – many of whom are highly skilled – which rises to 40 per cent 
among lower middle-income countries. Despite significant strides in increasing women’s 
educational attainment and literacy rates, the MENA region’s female labour force 
participation remains among the lowest in the world. Among young adults aged 25 to 29 
years in the MENA region, men are nearly four times more likely than women to transition 

from school to work. Across Arab States, adult women are almost twice as likely as men to 
be unemployed (33 per cent versus 18 per cent), whereas women are more likely to be 
highly educated than men (40 per cent of women have a college or university degree, 
versus 32 per cent of men). Continued barriers to women’s participation in the labour 

market, and lack of opportunities that meet their education and skills, is likely to place a 
drag on economic development in the region.  

There is growing evidence globally that social security incentivises more and better work, 

while it can also contribute to achieving more gender-equal participation in the labour 
market. Despite some assumptions that income transfers discourage work, social security 
has, in fact, not been shown to reduce employment. Additional income support through 
social security transfers can incentivise work by lowering the costs of labour market 

participation – including care responsibilities and transportation costs – enabling people 
to access labour markets more freely. 
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Investing in local communities 

Investing in the income security of individuals and households also provides an injection 
of cash into local communities. With the income gained through social security, recipients 

become more dynamic producers and consumers. In this way, the benefits of social 
security go beyond the impacts on individuals and households receiving the transfer, 
where spillover effects in the local economy create indirect beneficiaries within the 
broader community. To promote inclusive growth and ensure that no-one is left behind, it 

is essential to stimulate local development, including food systems and markets. This is 
particularly relevant in the MENA region, where rural communities comprise some of the 
poorest members of society. Most of these communities rely on small-scale agriculture 
and family farming, which is extremely climate sensitive. Due to limited formalisation of 
the agricultural sector, most households living in rural communities do not access any 

form of social security and experience severe food insecurities. Coupled with policies that 
strengthen agricultural innovation and climate resilience, extending social security 
coverage could provide remote and vulnerable communities in the region with a 
predictable income that enables them to better manage risks and boost domestic 

agriculture, which could be an engine for economic growth.  

Several studies from around the globe demonstrate how income from social security is 

largely re-invested in the local economy. Recipients of social security have more income 
to spend, which benefits local producers. In turn, this can create a stimulus for local 
entrepreneurship and employment opportunities. Social security transfers can also help 
boost private giving and in-kind sharing and volunteering, further magnifying their 
stimulus effects. This pathway is particularly salient in regions like the MENA with a 

strong tradition of private and charitable giving, where religious welfare organisations 
leverage institutions such as zakat. Beneficiaries of private charitable organisations have 
been estimated to number in the tens of thousands, and an inclusive social security 
system should aim to amplify the sentiments and resources that underpin support 

networks like these. Historical evidence indicates that we do not need to choose between 
social protection or traditional sharing mechanisms: both can co-exist. 
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Promoting national growth and tackling inequality 

By contributing to human capital development and more dynamic markets, the impacts of 
social security escalate to the national level. For social security to have long-lasting 

impacts on countries and economies at national levels, systems need to be broad-based 
and inclusive. Global evidence indicates that systems with high coverage and transfer 
levels that promote high rates of taxation and greater redistribution are the most 
effective vehicles for stimulating national economic development and tackling inequality. 

Across the MENA region, social security investments have largely resulted in systems with 
uneven and low coverage, which are ineffective for promoting sustainable and inclusive 
growth. One estimate suggests that just 16 per cent of the MENA region’s population in 
the poorest quintile has access to any form of social assistance. Limited impacts on 
poverty and inequality result from low coverage and low levels of transfers, in 

combination with ineffective targeting.  

In the global literature, the positive connection between investments in social security 

and economic growth is well documented across high-income countries, but increasingly, 
findings are also emerging from social security schemes in low- and middle-income 
countries. Results from studies across the OECD and in Asia demonstrate statistically 
significant and positive relationships between investments in social security and 

economic growth. A study by Mathai et al. (2020) in the Middle East and Central Asia finds 
that a ten per cent increase in public social spending on education, health, and social 
protection is estimated to close the Human Development Index (HDI) gap by 20-65 per 
cent between countries in the region, relative to other regions in the world. Of all 
categories of social spending, the study finds that social protection has ‘the largest, 

distinct, and most statistically significant impact’ on HDI due to its immediate impact on 
poverty reduction. Global studies of low- and middle-income countries suggest that social 
security has significant multiplier effects for national GDP, and these are larger than 
investments in other public sectors.  

The Middle East is found to be the most unequal region in the world, as the population in 
the top ten per cent of the income distribution is estimated to own approximately 64 per 
cent of total wealth. When wealthier categories of the population benefit 

disproportionately from economic growth, this is likely to be harmful to the rest of 
society. Social security – through taxes and income transfers – plays a key role in tackling 
inequality by redistributing wealth from the top segment to the rest of the population. 
Evidence from OECD countries indicates that income transfers account for more than 

three quarters of the overall impact of redistributive policies on the Gini coefficient. 
Similarly, across low- and middle-income countries, around 73 per cent of the variation in 
income distribution is explained by the level of social security spending.  
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Strengthening trust and building stronger national social contracts 

Inequalities in the MENA region are a significant threat to the social fabric of societies. 
Waves of protests and political unrest across the region have, in part, been driven by 

grievances related to socioeconomic inequalities and the concentration of influence and 
wealth by powerful elites. The concentration of power and influence among certain elites 
also comes at a cost for the youth who face a lack of opportunities for work and income 
generation, sparking greater tensions among current and future generations. According to 

the 2019 Arab Barometer Survey, trust in government is only as high as 66 per cent in 
Egypt and as low as 19 per cent in Lebanon and Iraq. The COVID-19 crisis, which has only 
widened inequalities, further exacerbates threats to social cohesion. In Tunisia, the 
disproportionate impacts of the pandemic on the working class have spurred protests and 
demonstrations. Further, other countries such as Algeria and Jordan have witnessed waves 

of unrest during the pandemic. Failing to tackle the root causes of inequality can 
undermine the prospects for economic growth within the region.  

Social security can promote greater social cohesion and engender greater trust in 
government which promotes a stronger social contract. The benefits of social security to 
human wellbeing make for more cohesive and more stable societies, which form a more 
fertile ground for economic investment and activity. Social security has historically been 

used as a force for stability and peacebuilding after a crisis, with the aim of promoting 
economic recovery. Across Europe, most social security systems were built in the 
aftermath of World War II and contributed significantly to peace building and recovery 
across the continent. In the United States, the two main waves of expansion of the social 
security during the 1930s and the 1960s were in response to the Great Depression and 

Civil Rights Movement.  

Social security is a direct and visible way to recognise individuals’ contributions to the 

economy and society, thus incentivising contributions to public goods and strengthening 
the social contract. It essential that social security is inclusive and designed in a 
transparent manner, where rights and entitlements are clearly communicated. As Sabates-
Wheeler et al. (2020) emphasise, social security can be made more progressive over time 
when ‘active citizenship is at the centre’ of programmes, and ‘effective social 

accountability spaces are guaranteed’. When people clearly recognise that their 
entitlements are upheld through the social security system, a virtuous circle is created in 
which social security is underpinned by fiscal and macroeconomic sustainability. When 
designed in an inclusive way, where benefits reach large numbers of people through a 

core set of lifecycle-based transfers, social security has the potential to increase taxation, 
as a result of strengthening a vertical social contract between the state and society. 
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A critical question: continue the ‘low-road’ or adopt the ‘high-road’ strategy of 
investing in universal social security? 

The impacts of social security on education, health and labour markets all contribute to 
the objective of furthering human capital, more dynamic markets, and ultimately, 
economic growth. When well designed, a virtuous circle is created in which social security 

and economic growth are mutually reinforcing. Investments in social security, through 
these various outcomes, contribute to better conditions for more economic exchanges and 
greater economic growth, which, in turn, enables higher social expenditures and stronger 
social security systems. Hence, social security comes to be conceptualised not as a cost 
but as an investment in individuals to become more productive members of their 

societies, whether as workers, producers or consumers.  

However, these positive results will not be achieved if ambitions for social security reform 

in the region remain limited. The COVID-19 pandemic raises a critical question for 
countries in the region: they can either choose to continue their trajectory of what the ILO 
has referred to as ‘low-road’ investments, or adopt the ‘high-road’ strategy of increased 
investment towards universal social security, thereby positioning themselves to reap all 

the associated dividends, including more inclusive and sustainable economic growth. 
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1 Introduction 

There is a crucial need to bring social security3 to the forefront of economic development 

strategies across the Middle East and North Africa (MENA) region. Across many MENA 
states, economic growth and development is strained due to large segments of society 
being unable to meet their basic needs and access public services. Social security 
provisions across the region are highly unequal and inadequate, mainly consisting of 

schemes for workers in the formal economy and limited and fragmented provision of 
income support to the poorest segments of society. Coupled with high rates of 
unemployment, especially among women and youth,4 there is limited potential for MENA 
states to build the skills and capacity of the workforce, achieve dynamic markets, and 

ultimately strengthen economic growth, not to mention the kind of inclusive growth that 
pays dividends for all of society. Moreover, across the region, societies have long been 
characterised by political unrest and fragility caused, in part, by grievances stemming 
from inadequate existing public services, including social protection, which fail to cater to 
the needs of their respective populations.5  

Importantly, the global economic crisis driven by the COVID-19 crisis has demonstrated 
an urgent need to re-position social security at the core of a successful and sustainable 

economic growth model. This requires considering its impacts beyond the individual- and 
household-level. Many countries across the world have implemented emergency social 
security measures to cushion the shock of the crisis, which has caused incomes 
everywhere to plummet. In the MENA region, the average poverty headcount among 
seven countries studied has increased by approximately 42 per cent.6 The IMF has 

cautioned that a failure to address widespread low incomes in the wake of the crisis is 
associated with a high risk of exacerbating social and political instability. While this is a 
risk anywhere in the world, it is particularly pertinent for the MENA region. Political and 
economic insecurities already persisted in the MENA region, and these conditions have 

deteriorated drastically since 2020 due to COVID-19. The public health crisis has resulted 
in further job losses and a reduction in national demand,7 which has exacerbated social 
discontent and sparked on protests in some states, including Tunisia, Jordan and Algeria.8  

 

3 The terms social security and social protection are frequently used interchangeably. Social security in this paper refers to 
public income transfers, regardless of how they are financed (from contributions or taxes).  
4 ILOSTAT explorer (2021). ‘Unemployment rate by sex and age – ILO modelled estimates, Nov. 2020 (%) – Annual.’ 
Available at: https://www.ilo.org/shinyapps/bulkexplorer54/?lang=en&segment=indicator&id=UNE_2EAP_SEX_AGE_RT_A. 
As cited in McClanahan et al. (Forthcoming). 
5 McClanahan et al. (Forthcoming). 
6 Karasapan (2020) as cited in Sibun (2021). 
7 Sibun (2021). 
8 McClanahan et al. (Forthcoming) 
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The COVID-19 crisis presents an opportunity for countries in the MENA region to ‘build 

back better’, by investing in the foundations of inclusive lifecycle social security systems. 
When well designed, social security not only provides a demand-side boost to the 
economy, but it has the potential to build the social contract, by fostering greater trust 
between individuals and the state, improved satisfaction with public services, and more 

cohesive, dignified societies.9  

This paper provides a review of global literature and evidence on the impacts of social 

security schemes, to illustrate the role of inclusive social security in promoting economic 
growth across the MENA region. The paper is structured as follows. Section 2 discusses 
the social and economic context of the MENA region, and the rationale for an inclusive 
approach to social security to boost economic growth. Section 3 describes the conceptual 
approach used in this paper to understand the links between social security and economic 

growth. It sets out the different pathways through which social security has the potential 
to contribute to economic growth at the individual and household, community, and 
national levels. Subsequently, Sections 4 to 6 review the documented evidence of the 
impacts of social security.10 Finally, Section 7 provides concluding remarks.  

 

 

9 Kidd et al. (2020). 
10 Note: whereas the evidence review refers to impacts of social security schemes, these may be derived from studies that 
use alternative terminology such as ‘social protection’, ‘social assistance’ or ‘cash transfers’ which ultimately refer to income 
support schemes.  
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2 The rationale for social security to boost 
economic growth in the MENA region 

Due to varying economic, social, and political tensions affecting states within the MENA 
region, there are significant challenges to national economies within the region. In global 
comparison, the MENA region is particularly vulnerable to global price fluctuations, 

particularly those countries with a heavy reliance on oil and natural gas, which experience 
regular fluctuations in their national revenues according to global price commodities.11 
Across many MENA states, large segments of the population cannot afford to meet their 
basic needs.12 Widespread income insecurity across the region limits people’s access to 

markets, which negatively affects the meso- and macro- level economy. MENA states are 
highly vulnerable to food crises, since most countries in the region depend on imports to 
cover of half of the population’s food needs.13 Consequently, the high volatility in prices 
of staple foods, as well as energy, results in high fluctuations in the cost of living.  

Historically, social security systems across the MENA region initially expanded in 
coverage and scope after many states achieved independence in the 1950s and 1960s. 
Social and economic benefits – including social security – were at the core of strategies 

to enhance state legitimacy in many states including Algeria, Egypt, Iraq, Syria and 
Tunisia.14 However, shocks to the region’s economies and its revenue sources, such as the 
global collapse in energy prices during the 1980s, have led to a decline in social spending 
with the remaining expenditure focused on benefiting influential elites. Ultimately, this 

has weakened social contracts across MENA states, with residual social security systems 
comprising mainly limited social insurance provisions and broad-based price subsidies, 
including for food and energy.15 Subsidies represented a core element of authoritarian 
social contracts that developed across the region after independence, which 
disproportionately benefited more affluent members of society (see Section 6.2).16 

Whereas low-income households spend a comparatively higher share of their income on 
food and energy, wealthier households consume more in absolute terms.17 In fact, one 
study finds that subsidies are associated with a welfare loss, estimated at three per cent 
of GDP for every ten per cent of GDP spent on subsidies, due to the distortion in market 

 

11 Karasapan (2020) as cited in forthcoming paper by McClanahan et al. 
12 McClahanahan et al. (Forthcoming). 
13 Karasapan (2020). 
14 Loewe & Jawad (2018).  
15 Ibid.   
16 Loewe et al. (2020); Györi & Soares (2018); Sdralevich et al. (2014). 
17 Clements et al. (2013); Coady et al. (2015). 
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prices generated by subsidies.18 Due to their high fiscal burden and negative externalities 

– subsidies incentivise higher consumption of food and energy with negative effects on 
health and the environment – international financial institutions (IFIs), including the 
World Bank and IMF, started pushing for subsidy reforms since the 1960s and 1970s. 
Those efforts were initially met with resistance, in particular from middle-class 

consumers, small businesses, and across some countries in the region, larger companies in 
energy-intensive sectors.19 However, in response to strong fluctuations in food prices 
between 2007-2009, several countries across the MENA region have undergone subsidy 
reforms from 2010 onwards. In addition, many countries in the region have followed up 

on these planned reforms to subsidies by strengthening social protection. Among others, 
Egypt, Morocco, Tunisia and Yemen have started phasing out subsidies and ‘replacing them 
with well-targeted social safety nets.’20 In doing so, countries in the region need to consider 
carefully the risk of underinvesting in the population – particularly the middle class – 
who have historically relied on subsidy schemes to bolster their living standards.   

Despite their challenges, subsidy schemes – especially food subsidies – have become 
important policies that aim to reduce the cost of meeting basic needs for the population. 

In Egypt, it was estimated in 2013 that 77 per cent of the population benefited from the 
Food Subsidy Programme which was also found to contribute to social stability in the 
country.21 Further, some countries provide a basic basket of food items, either exempt 
from costs or at reduced tax rates, which are found to benefit low-income households the 
most. For example, Iraq provides an in-kind staple ration to every household to cover very 

basic food needs.22 Coupled with rises in energy and food prices, the removal of subsidies 
across the MENA region threatens economic and social sustainability when those 
negatively impacted – many of whom include middle-class members of society – are not 
compensated. As Box 1 indicates, cuts to subsidies have prompted dissatisfaction and 

protests in Egypt, where subsidy cuts were among some of the most drastic ones, and only 
limited members of society were compensated by residual poverty-targeted safety nets. In 
contrast, social unrest was kept to a minimum in Iran which repurposed the majority of its 
savings from subsidy cuts to compensate the population through a universal household 
transfer.  

 

18 Plante (2014), as cited in Sdralevich et al. (2014). 
19 Loewe & Vidican Auktor (2021).  
20 Sdralevich et al. (2014). 
21 Talaat (2018). 
22 Sdralevich et al. (2014). 
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Box 1: Subsidy reforms across the MENA region, with examples of Egypt and Iran 

Prior to reform, Egypt was one of the highest spenders on subsidies, with estimates ranging from 8.7 per 
cent of GDP to 12.5 per cent of GDP. Subsidies were drastically reformed since 2014, when the decision 
was made to eliminate all energy subsidies, and nearly all food subsidies, within five years. Whereas 15 per 

cent of savings was meant to be set aside for social protection, subsidy cuts were not met with greater 
spending in social protection transfers. The only immediate measures were the implementation of the 
Karāma and Takāful programmes, both poverty-targeted schemes based on a proxy means test, which 
collectively covered approximately ten per cent of the population. Due to their limited coverage and 

significant exclusion errors – only 45 per cent of recipients were found to be in the poorest income 
quintile – the schemes were found to have limited impacts on poverty (Loewe & Vidican Auktor, 2021). 
The Takāful scheme contributed to a reduction of 11 per cent in the probability of a recipient household 

living below the international poverty line of US$ 1.90 PPP. At national level, the impact on poverty is 
estimated to be substantially lower because the programme ‘covers only a fraction of poor households’ 
(Breisinger et al., 2018). In contrast, recognising that it was difficult to identify low- and middle-income 
households who lost out from subsidy cuts, Iran implemented a universal household benefit scheme in 

2010, even before subsidy reforms started. The scheme is estimated to have reduced the national poverty 
rate by six percentage points, from 14 per cent in 2009 to eight per cent in 2013, representing a 43 per 

cent reduction (Salehi-Isfahani, 2015); Salehi-Isfahani & Mostafavi-Dehzooei, 2017). 

2.1 Inclusive social security as a foundation for a successful 
economy 

The advantages of investing in certain sectors of the economy, such as hard infrastructure, 
are well documented. However, the benefits of investing in social security for the 

economy have received less attention. The choice of investing in social security is often 
characterised as a trade-off between ‘economic’ investments – such as hard infrastructure 
and energy sectors – and ‘social’ investments – including social infrastructure and social 
security – with the latter perceived to have comparatively indirect and lagged effects on 
growth.23 However, there is widespread evidence suggesting that investments in social 

security can be a means to achieve higher economic growth by building financial, human 
and social capital, not only long into the future, but in the short term as well.24 There is 
also emerging evidence, including from low- and middle- income countries – that 
suggests that investing in social security has comparable, or even higher impacts on 

economic growth than other public investments. For example, in 2015, a simulated 
package of lifecycle social assistance schemes in Viet Nam was shown to have 
comparable impacts on the economy to a similar investment in infrastructure, while 

 

23 Atolia, et al. (2017); McClanahan et al. (2018). 
24 For more discussion see Piachaud (2013). 
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simulations of an old age pension in Bangladesh offered comparable evidence.25 In the 

United States, during the 2008/09 global recession, so-called ‘automatic stabilisers’ 
including unemployment insurance (UI) and food stamps, were found to generate the 
same level of growth as investments in infrastructure. 26 In fact, every US dollar spent on 
food assistance and UI benefits was found to generate even higher returns in economic 

activity compared with every US dollar spent on infrastructure.27 

It should come as no surprise that social security is internationally recognised as a core 

public service and a key driver of the demand-side economy. By ensuring that individuals 
and households can smooth their consumption, social security is one of the most effective 
mechanisms to reduce poverty and address inequality, which are crucial enabling 
conditions for building stronger economies. Many of the world’s most successful 
economies today invest significant amounts in social security, with high-income countries 

estimates to spend around 16.4 per cent of GDP on social security, on average.28 Across 
OECD countries, it is estimated that direct income transfers have accounted for more than 
three quarters of the overall impact of redistributive policies.29  

Across the MENA region, most countries recognise the right to social security for all 
citizens in their constitutions.30 However, as observed globally, the realisation of rights to 
social security depends on the specific articulation of entitlements – and states’ 

obligation to honour these entitlements – in national legalisation. Therefore, there often 
exists a discrepancy between constitutional rights and effective systems and schemes, 
which have significant limitations and shortcomings that leave many unprotected.31 A 
further limitation is the narrow scope of rights based on ‘citizenship’. The focus on 
‘citizens’ – and the legal exclusion of non-nationals in social security schemes – does not 

adequately address the complex question of refugees’ entitlements to social security, 
therefore failing to reflect the reality of migration and protracted displacement across the 
region.  

According to the most recent World Social Protection Report, levels of investment in 
social protection by countries in the MENA region were among the lowest in the world, 
with Arab States spending a meagre 4.6 per cent of GDP on social protection (excluding 
health), while North African countries spend around 7.7 per cent (Figure 1), 32 with 

 

25 Khondker (2015). 
26 Zandi (2008). 
27 Blinder & Zandi (2015) as cited in Schanzenbach et al. (2016). 
28 ILO (2021).  
29 IMF (2017) 
30 Mohamud (2021). Note: Tunisia, Egypt, Morocco Syria, Yemen, Iran, Iraq, Bahrain, Oman and Saudi Arabia mention a clear 
right to social security for all citizens in their constitutions.  
31 McClanahan et al. (2021).  
32 ILO (2021) 
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spending concentrated on contributory systems.33 A closer analysis of social protection 

provision across the region indicates that an even smaller proportion of GDP – between 
0.14 and 1.4 per cent of GDP – is effectively allocated to tax-financed social protection 
transfers.34 The bulk of broader social protection spending is allocated to food and energy 
subsidies, which disproportionately benefit wealthier segments of society, while 

contributory schemes cover only a small proportion of the population.35 This places the 
region well below the global average and suggests that the country will continue to fail 
to reap the potential social and economic dividends – including sustained growth – that 
derive from higher investment in more inclusive social security systems.  

Figure 1: Investment in social protection (excluding health) as a percentage of GDP 
around the world 

 

 Source: Based on IMF, ILO & national sources in ILO (2021). 

To maximise their benefits to broader social and economic goals, social security systems 
must adhere to inclusive design principles that enable the broadest possible participation. 

This requires a shift in paradigm from a system organised around ‘charity’ logic, to a more 
inclusive and rights-based system. The former favours smaller budgets to target resources 
to a limited segment of the population deemed most vulnerable, while richer segments of 
the population in the formal economy – disproportionately public-sector workers in a 

number of MENA countries – access a limited provision of social insurance schemes. 
Consequently, systems stemming from a charity paradigm tend to exclude a large 
proportion of the population living on middle incomes, or the so-called ‘missing middle’. 

 

33 Loewe (2017) 
34 Loewe & Jawad (2018).  
35 Ibid  
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This is particularly pervasive in contexts of high informality, unemployment, and a high 

prevalence of insecure and irregular forms of work. In MENA countries, informal 
employment as a share of total employment is estimated at 68 per cent on average.36 Due 
to the high rate of informality in the labour market, a high proportion of workers in the 
MENA region face job insecurity, are not protected by labour laws, and are unlikely to 

contribute to social security systems, therefore losing out on benefits later in life during 
retirement or periods of unemployment, maternity/paternity or disability. 

A more inclusive and rights-based system provides benefits to all people in certain 
categories based on common lifecycle contingencies such as childhood, disability, 
maternity/paternity, unemployment and old age. Countries in the region have lagged in 
putting in place the core elements of an inclusive system. Notably, only Egypt and Algeria 
have a tax-financed social pension, and neither provides anywhere close to universal 

coverage.37 Elsewhere, non-contributory pensions for non-public-sector workers are 
negligible to non-existent.38 In the Lebanese context, which is not unlike many systems in 
the region, a recent ILO and UNICEF report referred to the predominance of social 
insurance floating atop relative complete absence of a social protection ‘floor’ founded on 

core lifecycle guarantees as a ‘veritable architectural miracle’ that is ‘at best 
unsustainable, and at worst, catastrophic’.39 Without these basic components, which work 
in tandem to support sustainable contributory systems under a multi-tiered framework, 
the MENA region will continue to forego the fruits – including economic growth – of 
investment in truly inclusive systems. Globally, universal social security schemes – 

because they prioritise higher coverage, and promote higher levels of taxation, larger 
budgets, and a stronger redistributive mechanism – achieve the highest impacts on 
inequality in comparison to narrowly targeted schemes.40  

  

 

36 Bonnet (2019).  
37 HelpAge International (2021). Social Pensions Database. Accessible at: http://www.pension-watch.net/.  
38 Loewe (2017). 
39 McClanahan et al. (2021). 
40 Jacques & Noël (2018); Korpi & Palme (1998) 
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2.2 Investing in social security to promote economic 
recovery and economic development in a post-COVID-19 
world 

During the global COVID-19 pandemic, the economic insecurities facing the MENA region 

have exacerbated, leaving countries vulnerable to food crises due to their reliance on 
imports of staple foods.41 As of July 2021, macroeconomic losses are estimated to reach 
7.2 per cent of the regional GDP in 2019.42 However, countries have been affected to 
varying degrees, and COVID-19 represents just one of a series of crises affecting countries 
in the region, including ongoing political conflicts in Yemen and Syria. Furthermore, 

compounding economic and financial crises in Lebanon – one of the few upper middle-
income countries in the region – already affected the country prior to the pandemic. 
Lebanon was in the midst of an economic and political crisis when COVID-19 hit, and the 
subsequent explosion at the Port of Beirut on August 4, 2020, resulted in an economic 

collapse43 that caused the economy to contract by a quarter.44 Across the world, the 
impacts of the economic crisis triggered by COVID-19 have been felt hardest by 
households who have suffered cuts in wages and income sources. The MENA region is no 
exception, as economic losses have led to a relative increase in poverty rates, in 
comparison to pre-crisis poverty rates.45 

The COVID-19 pandemic increased pressure on governments to urgently invest in social 
security, alongside health, employment and other public services. As discussed in Box 1, 

subsidy reforms have not been dealt with equally and sustainably across the region to 
promote a long-term economic growth and development strategy. This calls for the 
implementation of more sustainable and fair redistributive mechanisms, through inclusive 
social security, that ensure that the population can access basic needs and afford a 

minimum standard of living. In this way, states and societies in the MENA region can 
ultimately experience more sustainable and inclusive economic growth. 

Governments across the world have invested significant sums in providing cash to the 

population to encourage spending and offer a significant fiscal stimulus, thereby 
supporting economic recovery.46 However, global comparative analysis has shown that 
governments in low- and middle-income countries have not adequately responded to the 

 

41 Ibid.  
42 World Bank (2021) 
43 Sengupta (2021). 
44 Ibid. 
45 Ibid.  
46 Note: Fiscal stimulus packages from the Group of Seven countries average at around 5.6 per cent of GDP. See Sibun 
(2021) for more discussion on global social security responses to COVID-19 and the implications for the MENA region.  



2   The rationale for investing in social security to boost economic growth  
 

 10 

crisis through income support schemes and ensure that families can access basic needs.47 

In the MENA region, social security responses have been particularly limited due to the 
reliance on fragmented systems, with eight out of eleven countries in the region 
implementing an emergency response at an average investment of just 0.5 per cent of 
GDP.48 

In contexts of high political fragility and social unrest, the COVID-19 crisis poses a further 
threat to social, political, and economic stability throughout the region as inequalities 

between the working class and more affluent members of society exacerbate tensions. In 
fact, a global study finds that the Middle East is the most unequal region in the world, as 
the top decile of the income distribution accounts for 64 per cent of total income, in 
comparison to 37 per cent in Western Europe, 47 per cent in the USA and 55 per cent in 
Brazil.49 Across most countries in the region, the latest reported Gini index is above 30, 

while it reaches almost 42 in Iran, 40 in Morocco, 37 in Yemen, 34 in Jordan, and 33 in 
Tunisia.50 Social security is an essential tool to address the income insecurities and ease 
tensions for the many whose lives and incomes have been affected by a crisis. Not only is 
it a tool for economic recovery, but a crucial component of countries’ investments in their 

long-term economic development, equality and stability, and systems’ abilities to respond 
to future shocks. 

 

47 Barba et al. (2020). 
48 Sibun (2021). 
49 Alvaredo et al (2019).  
50 World Bank PovcalNet, available at: http://iresearch.worldbank.org/PovcalNet/povOnDemand.aspx.  
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3 Approach to understanding the link between 
inclusive social security and economic growth 

Evidence of the positive impacts of social security on economic growth has been widely 
documented. While economic growth is not a core policy objective of social security, by 
providing a higher level of income security across the lifecycle, social security enables 

individuals and households to smooth their consumption, while it removes financial 
barriers to accessing essential public services, such as healthcare.51 Through this, they are 
better able to cope with shocks and minimise income losses, enabling them to invest 
more sustainably and consistently in education, health, and nutrition. By boosting 

consumption, social security promotes market activity, enhancing further income 
generating opportunities and enabling people to better participate in the labour market. 
Through redistributive policies, in turn, higher levels of income security contribute to 
lower levels of inequality and more cohesive and stable societies, providing a more 
favourable climate for investment.52 Figure 2 lays out a conceptual framework for 

understanding the linkages between the demand-side investment of income security and 
how this can have transformative impacts on society, fostering stronger and inclusive 
growth. The different nodes in the diagram visualise the different channels through which 
investing in social security can contribute to more inclusive growth. However, as will be 

discussed throughout this paper, key design choices matter for the extent to which social 
security can have long-lasting impacts for the wider society and economy.  

 

51 Bastagli et al. (2016). 
52 McClanahan et al. (2018). 
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Figure 2: Conceptual framework for the linkage between investing in higher income 
security of households and inclusive economic growth 

 

Source: Development Pathways’ adaption of the conceptual framework for understanding the role of social protection in 
stimulating economic growth in Ortiz et al. (2019) based on International Labour Organization (2016). 

Figure 2 depicts both the direct and indirect impacts derived from social security, and the 
channels through this can ultimately contribute to more inclusive economic growth.53 The 

direct impact of social security is to bolster incomes which leads to a higher consumption 
of goods and services within the economy. Indirect impacts result from the spillover 
effects generated by social security for the community and for the national economy. In 
other words, investments in social security can act as a stimulus that is not limited solely 

to the individual and household spheres, but one that cascades outwards to broader 
economic levels. This could mean, for example, an increase in local market activity and 
employment within the community as higher demand creates a need for greater 
production factors such as labour and capital. These indirect impacts, in turn, affect the 
national economy.54 Expanding on the conceptual framework presented in Kidd and Tran 

(2018) regarding the link between inclusive social security and growth, Figure 3 describes 
a multi-level framework for the different micro- (individual and household) meso- 
(community) and macro-level (national) pathways through which social security can 
generate stronger and more inclusive growth.  

 

53 See Mathers & Slater (2014) for a discussion on the direct and indirect impacts of social protection on economic growth.  
54 Development Pathways & ITUC (2021). 
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Figure 3: The micro-, meso- and macro-level pathways through which social security can 
generate stronger and more inclusive economic growth 

 

Source: Elaboration by Development Pathways based on the framework set out in Kidd & Tran (2018). 

In line with this framework, the subsequent sections of this paper outline the findings of 
this review on the documented evidence of how social security can promote economic 
growth at the individual and household, community, and national levels. 
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4 The impacts of social security on individuals 
and households 

The impacts of social security on the economy starts with individuals and households. 
When they have access to a regular and predictable income, recipients of social security 
are better able to invest in their own wellbeing, and their own income generating 

opportunities. These micro-level impacts of social security ultimately contribute to 
economic growth through human capital development, by promoting a healthier, and 
more educated and adaptable workforce. Low and insecure incomes are a significant 
barrier to obtaining adequate food, healthy diets and access to healthcare for many 

families across the MENA region. As this section of the paper will discuss, the receipt of 
an income transfer can be transformative for many who struggle to meet day-to-day 
expenses, while greater impacts can be achieved for those who have additional income to 
invest in their wellbeing and productivity.  

4.1 Building human capital through a healthier and skilled 
workforce 

Human capital is a prerequisite for economic growth. In other words, a productive and 
growing economy relies on the education, skills, and health of the members of society. It 
should be emphasised, however, that this demand-side boost to economies, by 
stimulating human capital, should go hand in hand with structural changes to the 

education and labour market. Indeed, the mismatch between educational attainment and 
economic opportunities across the region – also known as the ‘MENA paradox’ – stifles 
opportunities for inclusive participation in the economy. One estimate from 2016 
indicates that 40 per cent of university graduates across the MENA region are 
unemployed.55 A crucial challenge is the underrepresentation of women, of whom a 

higher proportion are highly educated in comparison to men, but labour force 
participation rates are the lowest in the world.56 Over-education, which refers to 
educational attainments exceeding the educational needs of the labour market, is 
estimated at 19.8 per cent of the workforce in Tunisia.57 Nonetheless, globally, the 

positive connection between education, and greater literacy, with economic growth is 
widely documented. For example, a cross-country comparative analysis of low- and 

 

55 Devarajan (2016).  
56 Assaad et al. (2020).  
57 Kthiri (2019).  
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middle-income countries finds a positive relationship between social security and 

economic growth, in which improved literacy is found to be a key determinant.58 Social 
security investments are a core public service alongside other essential services that 
increase human capital, such as health and education. While supply-side investments in 
core public services such as education and health are critical for human capital 

promotion, these themselves are insufficient for achieving impacts at national level. 
Demand-side investments in the incomes of people are essential to ensure that adequate 
and nutritious food is accessed, schools are attended, and out-of-pocket costs of medicine 
and treatment are covered. There is ample literature that documents the positive ways in 

which social security contributes to better health, food- and nutrition security, and 
education.59  

4.1.1 The role of social security in improving health outcomes 

While countries across the MENA region have made remarkable progress in the reduction 
of maternal and under-five mortality, ongoing conflict has been detrimental to health 
outcomes. Countries affected by conflict have been particularly affected by outbreaks of 
diseases. For example, Syria and Yemen have experienced outbreaks of wild polio and 

cholera, respectively.60 In some parts of the MENA region, basic health infrastructure is 
lacking which undermines access to even basic forms of health care. Moreover, conflict 
has led to destruction of social infrastructure which impedes access further.61 According to 
the 2014 Arab Barometer Survey, 60 per cent of citizens agreed that ‘their government is 
not doing enough to improve basic health services.’ A recent topical report on health care 

based on the Arab Barometer Survey in 2019 indicates that satisfaction with government 
performance has deteriorated since Arab Barometer started surveying in 2006/07. 
Moreover, it revealed widespread perceptions of corruption in the healthcare sector. Fifty-
one per cent of citizens indicated that paying a bribe (rashwa) is ‘highly necessary’ or 

‘necessary’ to receive better healthcare services.62 While investments in adequate health 
care service provision is essential, social security can help to address health challenges by 
providing extra income to pay for needed treatment and to cover transportation costs, 
which are often especially high for people in rural areas. Indeed, out-of-pocket 
expenditures on health accounted for 26.9 per cent of health expenditure across the 

MENA region in 2018, and this was significantly higher when only taking into account 

 

58 Zhang & Zhang (2004). 
59 Yamey, et al. (2018); Arrow, et al. (2010). 
60 UNICEF (2017). 
61 SIDA (2019). 
62 Thomas (2019).  
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low- and middle-income countries in the region (41.3 per cent).63 By removing financial 

barriers to accessing health care services, social security can contribute to improving 
health outcomes, such as reducing acute illnesses and raising mortality rates. It follows, 
therefore, that the absence of social protection can have detrimental effects on health 
which, ultimately, negatively impact on a nation’s productivity and growth. For example, 

findings from Russia indicate that losses in pension income following a collapse of the 
pension system in 1998 was associated with a five per cent increase in mortality among 
older people.64  

There is significant evidence of the positive impacts of social security on the health 
outcomes of its recipients. The Palestinian National Cash Transfer Programme (PNCTP), 
for example, enrolled recipients in health insurance which provided them access to an 
array of necessary treatments and surgeries, even if evaluations found gaps in coverage 

for certain services (such as support for persons with disabilities, treatments for specific 
illnesses, high cost of prescriptions, etc.).65 Quantitative data indicates a statistically 
significant higher rate of coverage of health insurance among children in households 
receiving the PNCTP (83 per cent versus 72 per cent in Gaza), and children had more 

access to medical treatment and medicines. Whereas households covered by health 
insurance were required to make co-payments for medicine, those with access to an 
income transfer from the PNCTP were better able to meet these costs.66 Similar to the 
PNCTP, Tunisia’s Programme National d’Aide aux Familles Nécessiteuses (PNAFN) provides 
recipient households with access to essential health care at public medical institutions 

either free of charge or at a reduced rate. However, the impacts of the PNAFN were found 
to be limited due to its poverty-targeting mechanism which is untransparent and based 
on subjective assessment of local and regional commissions. Further, because the 
programme’s selection is based on a quota, it excludes eligible households once a quota 

has been reached.67 In Jordan, the humanitarian cash transfer provided to refugees by 
UNHCR enabled recipients to partially cover the costs of treatment or medication, while 
some were able to use the transfer to access a loan to cover health care expenses. 
However, the sustainability of the effects of the transfer depends on the continuation 
support, as refugees currently rely predominantly on short-term humanitarian support.68 

And, as these cases demonstrate, the scale of impacts is determined by the overall 
coverage and adequacy of the schemes themselves.  

 

63 Source: The World Bank ‘World Development Indicators’ database, retrieved from 
https://databank.worldbank.org/source/world-development-indicators. 
64 Jensen & Richter (2004) 
65 Pereznieto et al. (2014) 
66 Ibid.  
67 Abbiate (2017).  
68 Hagen-Zanker et al. (2018) 
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Ample studies across the world have shown that the receipt of an income transfer is 

associated with improved health outcomes. Evaluations across 17 types of unconditional 
cash transfers in Africa, the Americas and South-East Asia, through randomized control 
trials, have shown that income transfers have led to very large reductions in the 
likelihood of ‘having had any illness in the previous two weeks to three months’.69 In 

China, the social pension has led to improvements in nutrition intake, better access to 
health care, as well as an increase in informal care. Recipients have reported an increase 
in leisure activities as well as an improvement in their self-perceived relative economic 
situation. The same study estimates that the programme has contributed to a reduction in 

mortality by six percentage points over a three-year period.70 In Swaziland, the old age 
grant has improved affordability of health care for older persons, as 75 per cent of 
respondents in a survey reported being more able to afford health care, whereas they 
were not able to meet health costs during previous years before receiving the pension. In 
addition, 25 per cent of respondents in the survey who did not receive the pension 

themselves reported being able to spend more on health care as a result of living with a 
pensioner.71  

4.1.2 Impacts of social security on food- and nutrition security 

Food- and nutrition insecurities across the MENA region are key issues that stifle 
economic progress. Scarce arable land, a dry climate and acute water shortages create 
challenges to accessing adequate and nutritious food in MENA countries. While the 
situation varies significantly across the region due to differences in geographic, political 

and economic conditions,72 significant challenges related to food- and nutrition security 
are prevalent across many countries. Importantly, limited income generating 
opportunities and lack of inclusive economic growth in the region impact the overall 
availability of food in markets.73 Economic instability in several states has led to a rise in 

inflation which has affected food affordability, while the COVID-19 pandemic has further 
weakened currencies in some countries. Lebanon represents an extreme case, where a 
recent study finds that food security drastically deteriorated in the context of 
compounding crises. Out of every 16 households surveyed, nine reported eating less than 
two meals per day and over 70 per cent skipped meals. In fact, most households reported 

a fall in income and being forced to increase their debt to buy food.74 Prior to the COVID-
19 crisis, food security was already a longstanding politically sensitive issue in North 

 

69 Pega et al. (2017) 
70 Cheng et al. (2018b) 
71 RHVP, International, et al. (2010) 
72 Fathelrahman & Muhammad (2016) 
73 Verburg (2017) 
74 Hoteit et al. (2021).  
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Africa in particular, with the inflation of food prices having contributed to waves of social 

unrest. Food insecurities driven by a rise in poverty and income insecurities, among other 
factors, contributed to political instabilities in Egypt between 2011 and 2017, which is the 
world’s largest importer of wheat.75  

Conflict and instability have contributed to a higher prevalence of food- and nutrition 
insecurity across the MENA region, which has been exacerbated by the COVID-19 
pandemic and socio-economic crisis. MENA countries with internal conflicts, including 

Syria, Sudan and Yemen, are among the most food-insecure countries in the world. 
Security conflicts affect food production and disrupt supply chains, with the coronavirus 
pandemic further worsening access to food supplies and distribution channels, in part, 
due to border closures which have worsened food availability.76 Both internal and 
external displacement of people has compounded food insecurity in the MENA region. 

The long-standing presence of refugees adds to concerns about food security within host 
countries such as Lebanon and Jordan, while Syrian refugees in Turkey are facing acute 
food insecurity.77 

Food security 

By providing individuals and households with access to a minimum income, well-designed 
and implemented social security systems can make food more affordable for those living 
on low and middle incomes and minimise the impacts of price inflations. According to the 
High Level Panel of Experts on Food Security and Nutrition, all countries should design 
and implement a comprehensive, legally enshrined social protection system to provide 

every individual an opportunity for a productive and healthy life.78 They estimate that a 
ten per cent increase in income can improve household food security by five per cent, due 
to the increase in calories available for consumption.79 It therefore goes without saying 
that better income security has a positive impact on nutrition as people will be able to 

afford food more regularly, and of a higher quality.  

Indeed, evidence from around the world and the MENA region shows that access to 

regular and predictable transfers enables households that previously experienced food 
insecurity to increase their food consumption as well as frequency of meal consumption. 
For example, the Takaful transfer to families in Egypt resulted in a percentage increase of 
between 8.3 and 8.9 per cent in monthly food consumption among recipients.80 As a result 

 

75 The Economist Intelligence Unit (2020). 
76 Ibid. 
77 The Economist Intelligence Unit (2020); Global Network Against Food Crises & Food Security Information Network (2020). 
78 HLPE (2012), 
79 McClanahan et al. (2018) 
80 Breisinger et al. (2018). 
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of the Lebanon Cash Consortium, which provides a monthly transfer to Syrian refugee 

households identified through a PMT, recipients spent 32 per cent more on food items.81 
Similarly, in Mexico, recipients of the universal pension were significantly less likely to 
have skipped a meal for one day, or not to have eaten at all, due to a lack of money to 
purchase food in the preceding three months. On average, respondents reported spending 

around 25 per cent of the pension on food during the week prior to the survey.82 And, old 
age pensions in South Africa and Swaziland have been linked to an increase in the 
frequency with which meals have been consumed.83  

Dietary diversity  

Social transfers can also contribute to more nutritious diets through greater dietary 
diversity. For example, while no statistically significant impact on dietary diversity 
measures was found, the Takaful transfer in Egypt enabled recipients to purchase more 
fruit and meat.84 The Palestinian National Cash Transfer Programme (PNCTP) also enabled 
beneficiary households to buy meat, chicken, fruits and vegetables and improved the 

nutritional status of children.85 Similarly, in Indonesia, recipients of the Program Keluarga 
Harapan (PKH) experienced a ten per cent increase in their average monthly consumption 
which contributed to the frequency in which more nutritious meals were consumed.86 In 
China, the social pension significantly improved access to protein-rich foods among 

recipients in rural areas, many of whom could only afford vegetables previously.87 In 
Lesotho, recipients of the social pension commonly used their pension to buy protein rich 
food, as one study estimates that 61 per cent of respondents in the study of the Old Age 
Pension used the pension to purchase extra food for themselves and their households, 
consisting mainly of proteins and sugar, and 72 per cent of pensioners spent more on 

meat.88 

Nutrition outcomes 

Detrimental food and nutritional outcomes are essential to address, in particular during 
childhood. There is a high cost associated with a failure to scale up support to young 

children during the earliest stages of development. Child stunting is a major concern, as 
the first 1,000 days of a child’s life are decisive for physical as well as brain development, 

 

81 Battistin (2016).  
82 Aguila et al. (2011) 
83 Case (2001); RHVP et al. (2010) 
84 Breisinger et al. (2018). 
85 Pereznieto et al. (2014) 
86 Afkar & Matz (2015) 
87 Cheng et al., (2018a) 
88 Croome (2006); Dhemba & Dhemba (2015). 
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affecting their future opportunities in education and the labour market, and consequently, 

their ability to contribute to their society and economy through work and income 
generation. One global study estimates that children who experience stunting are likely 
to earn 26 per cent less as adults than if they had reached their full development 
potential.89 This reduction in productivity and income among the labour force, due to lack 

of investment in early childhood development, can lead to a loss in gross domestic 
product that is twice as large as the amount some countries currently spend on health.90 
Due to poor access to food during early childhood, the MENA region has seen an increase 
in both the number of undernourished children and the prevalence of undernutrition 

among children. Malnutrition rates across the MENA countries are alarming, with high 
levels of stunted children combined with maternal overweight and obesity.91 For example, 
one study in Tunisia finds that the double burden of child anaemia and overweight 
mothers is prevalent in one in four child-mother pairs.92 Furthermore, both stunting and 
overweight are found to be severe malnutrition issues that create a double burden among 

children. Based on data from the Demographic and Health Survey and Multiple Indicator 
Cluster Survey between 2003-2013, the prevalence of stunting, overweight, and their co-
occurrence among children in the MENA region (6-59 months) was 24 per cent, 10 per 
cent, and 4.3 per cent, respectively.93  

Investments in social security can have important impacts on improvements in nutritional 
indicators among children, including child stunting. For example, in South Africa, 
receiving the Child Support Grant early in life significantly boosts the height of children, 

and in turn, children are more likely to increase their earnings later in life.94 Furthermore, 
other social security transfers to adult household members have an impact on outcomes 
among children. South Africa’s Old Age Pension has a significant positive impact on 
height for age of girls living with a female pension recipient. However, no significant 

impact was found among male recipients, suggesting that gender – especially that of the 
designated transfer recipient – may play a role in mediating the impacts of transfers in 
certain circumstances (see Box 2).95 In Colombia, transfers paid through the Familias en 
Acción programme led to an increase in the height-for-age of children under 24 months, 
equivalent to an increase of 0.43 centimetres for a 12-month-old child.96 In Egypt, the 

Takaful programme resulted in a reduction of the probability that a child under five years 
of age was ever treated for malnourishment by 3.7 percentage points, although no 
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impacts were found on child stunting.97 The probability of schemes to tackle stunting is 

likely to result from the predictability and adequacy of the transfer. Across low- and 
middle-income countries globally, old age pensions – which are paid over longer periods 
and tend to have higher transfer values – have generated some of the largest impacts for 
child nutrition, as grandparents often prioritise spending on young children. 

Box 2: Gender considerations in design of social security schemes 

The design of social security benefits has implications for gender outcomes. Household benefits are 

typically paid to the head of household and have an implicit assumption that resources are pooled and 
shared equally within the household. In reality however, women often have unequal access to household 
income. Recognising this, many household transfer programmes are explicitly designed to pay transfers to 
women, with the aim of offering them greater financial independence while incentivising the transfer to be 

spent on children’s needs (see, for example, Adato et al., 2000; Natali et al., 2016).  

However, caution needs to be taken in the intentional design of household transfers to benefit women. For 
example, this can reinforce traditional, and stereotypical roles of women as carers. Conditional cash 
transfers (CCTs), often paid to women caring of children, make eligibility for the income transfer 
conditional on behaviour, such as attending health clinics or attending community meetings. CCTs have 

been criticised for placing the responsibilities of accessing public services – which should be the remit of 
the State – directly on women. CCTs therefore impose costs on recipients, who lose out on income when 
the conditions are too difficult to meet due to interfering with other care or work responsibilities, or public 

services are simply unavailable (see Molyneux, 2007). 

Individual benefits paid for lifecycle risks, such as an old age pension, are a simpler way of designing 

gender-sensitive social security which avoids the above-mentioned challenges.  

When reviewing evidence on the impacts of social protection, it is important to take a 
system-wide rather than scheme-specific view. For example, a growing literature explores 
the so-called ‘general equilibrium’ effects of social protection, in particular the potential 
for negative externalities resulting from narrow, poverty-targeted schemes. For example, 

the Philippines Pantawid Pamilyang Pilipino Programme, a poverty-targeted conditional 
cash transfer, reduced stunting rates by nine percentage points among children aged six 
to 36 months in recipient households. However, because the programme was designed to 
narrowly target only the poorest children, stunting actually increased by an average of 11 

percentage points among children who did not receive the transfer.98 The effect was due 
to the unanticipated rise in prices of protein-rich foods, especially in villages with a 
higher proportion of Pantawid beneficiaries since they prioritised greater protein for their 
children. Non-recipients were often just as poor as the beneficiaries due to inaccurate 
targeting and high exclusion errors. Utilisation of formal health services also declined 
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among non-beneficiary households, again due to an increase in health costs resulting 

from Pantawid. The authors conclude that the negative spillover effects could be avoided 
with a universal design, which would offer the benefit to all households with children of 
eligible age.99 

4.1.3 Impacts of social security on educational outcomes 

Social security transfers can contribute to a more skilled and productive workforce, 
starting with improving children’s access to education. Households can face numerous 

financial barriers that negatively impact on learning outcomes of children. Obtaining an 
education commonly implies hidden costs to families, including long distances to school, 
costs of school supplies, or other fees. Among households living on low incomes, sending 
children to school may be considered an opportunity cost when their contribution to 
income generation through work is essential for their family’s survival. International 

evidence indicates that low incomes are associated with a greater likelihood of 
behavioural challenges in children.100 Children living in low-income families may be more 
likely to experience depression and stress, which can impact negatively on brain 
development.101 Even when children attend school, low-income families can find it 

challenging to create a home environment that is conducive to learning, which can be 
detrimental to their children’s development. 

Over time, countries in the region have made good progress in improving education 
enrolment and enhancing literacy. In particular, the region has achieved significant 
progress toward improving the educational attainment of girls and women’s literacy 
rates.102 For example, in Jordan, the proportion of women aged 25 years and above who 
have attained less than secondary education has declined from 89 per cent in 1980 to 31 

per cent in 2010. In other words, the proportion of women aged 25 years and above with 
secondary education increased sevenfold in Jordan during this period. In Eqypt, this 
increase was sixfold, and it was more than fourfold in Algeria and Tunisia.103 

However, limited educational opportunities continue to be a challenge for many, creating 
barriers to social and economic mobility across the region. While children in MENA states 
achieve very high rates of school attendance at primary level, their attendance declines 
significantly at secondary level. According to available estimates from MICS and DHS 

between 2013-2018, 12 per cent of children across the region miss out on lower 
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secondary education, and this increases to 29 per cent at upper secondary level.104 

Children living in low-income households lag significantly behind their peers. Twenty-two 
per cent of children in the lowest welfare quintile are out of lower secondary school, 
rising to 45 per cent among upper secondary school age children.105 Despite 
improvements in gender outcomes, in some MENA states, girls are still far less likely to 

attend secondary school. For example, in Iraq and Yemen, around half of girls are 
estimated to be out of upper secondary school (46 and 54 per cent, respectively), 
compared to 35 and 28 per cent of boys, respectively.106  

Regular and predictable social security transfers can significantly reduce the financial 
barriers that keep children from attending school, achieving the desired educational 
outcomes, and reducing child labour. There is a wide body of literature documenting the 
positive impacts of cash transfers on school enrolment, which is often coupled with a 

reduction in the incidence of child labour. The additional income from social security can 
reduce the pressure on children to work to contribute to household income, enabling 
them to attend school.  

Across the global south, much of the documented evidence is derived from conditional 
cash transfers, which provide a transfer to households with children if they meet certain 
conditions such as enrolling their child in school. For example, in rural areas of Turkey, 

children aged 14 to 17 years living in households receiving a cash transfer were 16.7 per 
cent more likely to be enrolled in secondary school in comparison to non-recipients. The 
impact was highest among boys from recipient households, who were 22.8 per cent more 
likely to be enrolled in comparison to non-recipients.107 Similarly, the Tayssir programme 
in Morocco increased school enrolment among recipient households with children aged 

six to 15 years.108 An emergency cash transfer in Yemen, reaching approximately 1.5 
million recipient families affected by armed conflict, enabled its recipients to meet their 
basic needs and send their children to school.109 In Bolivia, among 14 year-old children 
receiving the Bono Juancito Pinto, the likelihood of being enrolled in grade eight increased 

by five per cent.110 A study of the Red de Protección Social, in Nicaragua, indicated that 
among children aged seven to 13 years who had not completed fourth grade, school 
enrolment increased by 17.7 percentage points among recipient households, in 

 

104 Based on available data obtained by UNICEF through MICS and DHS for the years 2013 - 2018, available at: 
https://data.unicef.org/topic/education/secondary-education/.  
105 Ibid. 
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107 Ahmed et al. (2007) Note: The programme had no impact on enrolment at primary school level, as enrolment rates were 
found to be higher among non-recipient households who may have enrolled children with the aim of increasing their 
chances of being eligible for the programme. 
108 Benhassine et al. (2013) as cited in Lorenzon & Impiglia (2016).  
109 UNICEF (2018), as cited in Ayala (2021). 
110 Canelas et al. (2018) 
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comparison to a 6.8 percentage point increase in enrolment among the control group. The 

study also found a 4.9 per centage point decrease in the number of children working.111 
Similarly, Indonesia’s CCT, the Program Kelargua Harapan (PKH) increased school 
enrolment among seven- to 15-year-olds by four percentage points, compared to the 
control group, six years after the programme was implemented.112  

Whereas positive impacts are found among households receiving the transfer, it is 
important to note that there is no clear evidence on the impacts of the conditions 

themselves, while the impacts of unconditional cash transfers are, in fact, found to be 
similar or more effective by comparison.113 In fact, an evaluation of Morocco’s Tayssir, 
which provides both a CCT – requiring families to enrol their children in school - and a 
UCT, found that the UCT had slightly larger impacts on school enrolment.114  

For social protection to contribute to positive educational outcomes, it is important that 
transfer values are sufficient to reduce the significant barriers to access. Evidence from 
the MENA region supports this. For example, while an evaluation found that some 

recipients of the Palestinian National Cash Transfer Programme (PNCTP) were able to use 
the transfer to pay for transport, books, uniforms and other expenses, with only a few 
exceptions, the poorest households found that the transfer value was too small to induce 
children – especially adolescent boys – to stop working to attend school.115  

While not designed with a primary aim to improve child outcomes, old age pensions have 
played a substantial role improving children’s educational outcomes. Older people are 
likely to prioritise investments in children. For example, among recipients of the universal 

social pension in Bolivia – the Renta Dignidad – investments in the education of children 
increased by approximately 60 per cent, while the relative increase was highest among 
indigenous, rural and female students.116 The Renta Dignidad reduced the prevalence of 
child labour among recipient households by 8.4 percentage points, in comparison to the 

control group, where the older member of the household was just below the age of 
eligibility for the pension. Meanwhile, school enrolment rates among recipient 
households were eight percentage points higher.117 Similarly, Brazil’s old age pension for 
rural workers increased school enrolment of girls aged 13 to 14 years by almost ten 
percentage points, as well as a reduction in hours worked when the benefit was received 

by a woman. However, no significant effect was found among boys.118 In China, the social 
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pension scheme for rural workers led to a reduction in delayed education among younger 

girls, and reduced school dropout rates among older girls.119  

4.2 Stimulating income generating opportunities and more 
gender equal participation in the labour market  

Investing in the health and education of children through social security can contribute to 
a healthier, more productive, and skilled workforce. In turn, the access to a regular and 

predictable income in working age also enables people to take more risk, allowing them 
to choose better forms of employment, and invest in higher return activities, rather than 
focusing on short-term needs. Therefore, social security can promote greater labour 
mobility, by empowering individuals and households to overcome the financial 
constraints to participate in their local economy and labour market.  

The creation of better work and more equal participation in the labour market are 
important objectives for the MENA region if countries are to achieve higher and inclusive 

economic growth. As discussed earlier in this paper, the ‘MENA paradox’ stifles economic 
growth in the region, since there is a mismatch between educational attainment and 
economic opportunity though the labour market. The MENA region faces one of the 
highest rates of unemployment in the world, averaging at around 11 per cent of the 

workforce.120 Across Arab states, almost a quarter of youth are unemployed – many of 
whom are highly skilled – which rises to 40 per cent among lower middle-income 
countries.121 Indeed, one estimate suggests that around 40 per cent of university 
graduates across the region face unemployment.122 Furthermore, a high proportion of 
workers are in the informal economy, relying on insecure and unpredictable income 

generation. On average, 68 per cent of total employment across MENA countries is in the 
informal labour market.123 Again, young workers who enter the labour force experience 
significant job insecurities. In Egypt, 75 per cent of workers who recently entered the 
labour market are in the informal economy, comprising mostly agricultural workers, those 

who work for unregistered firms, and self-employed workers.124 Due to the high rate of 
informality, a high proportion of workers in the MENA region face job insecurity, are not 
protected by labour laws, and are unlikely to contribute to social security systems, 
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therefore losing out on benefits later in life during retirement or periods of 

unemployment, maternity/paternity or disability.  

Stagnant female labour force participation rates are of significant concern to countries in 

the region and hamper opportunities for economic growth. Despite significant strides in 
increasing women’s educational attainment and literacy rates, the MENA region’s female 
labour force participation remains among the lowest in the world.125 As indicated in 
Figure 4, compared to other regions across the world, Northern Africa and the Arab States 

display among the highest average gender gaps in the labour force, where participation 
rates for men are more than 50 percentage points higher than for women in most 
countries.126 Whereas a high proportion of youth face unemployment overall in the region, 
the situation is worse among women. Among young adults aged 25 to 29 years in the 
MENA region, men are nearly four times more likely than women to transition from school 

to work.127 Across Arab States, it is estimated that only one in three women aged 23 to 29 
participate in their respective countries’ labour force.128 

According to the 2020 Arab Human Development Report, adult women are almost twice 
as likely as men to be unemployed (33 per cent versus 18 per cent), whereas women are 
more likely to be highly educated than men (40 per cent of women have a college or 
university degree, versus 32 per cent of men).129 An assessment of Algeria, Egypt, Jordan, 

Libya, Morocco and Tunisia – all countries which have made significant strides in 
women’s educational attainment – finds that both legislative frameworks and norms can 
create barriers for women’s labour force participation. For example, family laws do not 
guarantee women with the same rights as men in areas of decisions-making, pursuit of a 
profession, travel, marriage or divorce, leading a family, receiving inheritance or access to 

wealth. Furthermore, ‘protective’ laws, which only apply to women, restrict working hours 
or participation in certain work sectors.130 

 

125 OECD (2017). 
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Figure 4: Labour force participation rate by sex (per cent) and gender gap (percentage points) in 2018 

 

Source: ILO (2017).  
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As shown in Figure 5, the underrepresentation of women in formal work and insurance 

mechanisms is reflected in legal coverage of social security systems across Arab States. 
While gender inequalities in access are found globally, Arab States stand out as the region 
with the highest gender gap in legal access to social security. The female working age 
population across Arab States has significantly less access (nine per cent) to formal social 

security mechanisms in comparison to the male working age population (36 per cent).  

Figure 5: Percentage of working age population legally covered by comprehensive social 
security systems, by region and sex 

 

Source: ILO, World Social Protection Database, based on the SSI; ISSA/SSA, Social Security Programs Throughout the World; 
ILOSTAT; national sources.  

Traditional gender norms which confine women’s activities to the domestic space are 

prevalent in many countries across the region. For example, unequal division of care 
responsibilities and negative perceptions of women’s work outside of the home form 
barriers to women’s participation in the labour market. In global comparison, the MENA 
region has the highest gender gap in terms of time spent on unpaid care work.131 To 
illustrate this further, results from a time-use survey in Jordan estimate that women spend 

around 3.7 hours per day on childcare, compared to 1.2 hours spent daily by men. 
Combining both paid and unpaid work, women in Tunisia are estimated to spend an 
average of 7.2 hours on work per day, in comparison to 5.9 hours per day for men.132 The 
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high burden of unpaid work falling on women in the MENA region is a likely contributor 

to stagnant female labour market participation rates.  

Continued barriers to women’s participation in the labour market, and lack of 

opportunities that meet their education and skills, is likely to place a drag on economic 
development in the region. Increasing women’s participation in the labour force would 
unlock the potential for higher productivity and growth. A recent study, which tracked 15 
gender equality indicators across 95 countries, found that, if women participated in the 

global economy at an equal level as men, this would add up to US$ 28 trillion or 26 per 
cent of annual global GDP in 2025. This growth is comparable to the size of the combined 
economies of the United States and China in 2015.133  

There is growing evidence globally that social security incentivises more and better work, 
while it can contribute to achieving more gender-equal participation in the labour market. 
Despite some assumptions that income transfers discourage work, several studies indicate 
that social security has, in fact, no effect on reducing employment. For example, in the 

United States it is found that higher unemployment insurance does not crowd out 
employment.134 Similar findings have been found by evaluations of the Child Support 
Grant in South Africa and the Child Grant Programme in Lesotho.135 In Iran, the 
implementation of a universal household transfer was believed to discourage recipients 

from work, but on the contrary, no negative impacts on labour supply were found.136 
However, it is important to note that social security transfers have been shown to create 
work disincentives when they are means-tested (see Box 3).  
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Box 3: Work disincentives associated with means testing 

When the eligibility for a scheme requires its recipients to meet poverty criteria, this can discourage them 
from entering the workforce, in particular when income from work is only marginally higher, or even lower, 
than the benefit received through the programme. Studies have found that poverty-targeting can 

particularly create work disincentives for women. In the Maldives, recipients of the Single Parent 
Allowance – the majority of whom are women – reported not wanting to look for work or accumulate 
savings due to fear of being taken off the scheme (Drucza & Tran, 2021). In Georgia, women receiving the 
Targeted Social Assistance were found to be 9 to 11 percentage points more likely to be economically 

inactive in comparison to women in non-recipient households (Kits et al., 2015). Moreover, poverty 
targeting can incentivise women to remain in informal and insecure forms of work in order to meet the 
means test. In Uruguay, among women receiving the targeted child benefit, formal employment fell by 20 

per cent, while entry into formal employment was up to 27 percentage points lower for recipients, in 
comparison to non-recipients (Amarante et al., 2011). In Argentina, women receiving the child benefit are 
required to be in the informal economy, which discourages many women from entering the formal labour 
market (Garganta et al., 2017; Vásquez & Maurizio, 2014). Among refugees receiving a humanitarian 

transfer in Jordan, several respondents in a study reported not applying for work permits out of fear of 
losing the transfer. While eligibility for the transfer is not tied to employment status, it is targeted based 

on vulnerability criteria (Hagen-Zanker et al., 2018). 

Additional income support through social security transfers can incentivise work by 
lowering the costs of labour market participation – including care responsibilities and 
transportation costs – enabling people to access labour markets more freely. In Brazil, 
recipients of the Bolsa Família (among the poorest 30 per cent) were more likely to be 
engaged in work than non-recipients, after controlling for the effects of age and family 

structure.137 In South Africa, households receiving the Old Age Pension were found to 
have 11 to 12 per cent higher labour force participation rates than non-recipient 
households, while employment rates were between eight to 15 per cent higher.138 
Receiving the Old Age Pension in South Africa also had a significant positive effect on job 
search among household members who were unemployed.139 During COVID-19, the South 

African government has temporarily provided a benefit to all unemployed South African 
citizens who were not yet receiving a social security benefit. The benefit was found to 
have a strong effect on labour market activity, as it increased the probability of job search 
by more than 25 percentage points.140 Figure 6 shows the results of a recent study 

simulating different social security policy scenarios comparing eight case studies across 
Bangladesh, Colombia, Costa Rica, Georgia, Ghana, India, Rwanda and Serbia. The study 
found that an additional investment of one per cent of GDP in social protection – mainly 
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through income transfers – would increase the number of employed workers in all eight 

countries. In most countries, the increase is higher among women in comparison to 
men.141  

Figure 6: Estimated percentage change in number of persons employed as a result of an 
additional one per cent of GDP social security investment across 8 country case studies, 
disaggregated by sex 

 
Source: Development Pathways & ITUC (2021). 

In particular, access to an old age pension can help to cover the costs associated with 

care responsibilities. Grandparents often play a significant role in caring for children, and 
access to social security can cover the cost of withdrawing from the workforce and caring 
for their grandchildren.142 In Thailand, for example, female Old Age Allowance recipients 
used a portion of their money to care for their grandchildren to enable their adult children 

to work elsewhere.143 In South Africa, Mexico and the Philippines, studies have shown that 
social pensions reduce the need for adult workers to send remittances to their ageing 
parents.144   

 

141 Development Pathways & ITUC (2021). 
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143 Suwanrada & Wesumperama (2012). 
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5 The impacts of social security on local 
communities 

Investing in the income security of individuals and households also provides an injection 
of cash into local communities. With the income gained through social security, recipients 
become more dynamic producers and consumers. In this way, the benefits of social 

security go beyond the impacts on individuals and households receiving the transfer, 
where spillover effects in the local economy create indirect beneficiaries within the 
broader community.145 To promote inclusive growth and ensure that no-one is left behind, 
it is essential to stimulate local development, including food systems and markets. This is 

particularly salient in the MENA region, where rural communities comprise some of the 
poorest members of society – most of whom rely on small-scale agriculture and family 
farming, which is extremely climate sensitive.146 Due to limited formalisation of the 
agricultural sector, most households living in rural communities do not access any form of 
social security and experience severe food insecurities. Coupled with policies that 

strengthen agricultural innovation and climate resilience,147 extending social security 
coverage – in particular, through non-contributory tax-financed schemes – could provide 
remote and vulnerable communities in the region with a predictable income that enables 
them to better manage risks and boost domestic agriculture, which could be an engine for 

economic growth.  

Several studies from around the globe demonstrate how income from social security is 

largely re-invested in the local economy. For example, in Vietnam, recipients of the social 
pension used their income from the transfer to purchase food locally, implying a positive 
increase in the amount sold by local producers.148 In Thailand, a study of the Old Age 
Allowance indicated that around 53 per cent of total income from the pension circulates 
within the community, while only 17 per cent flows out.149 The increase in social security 

spending in India has been found to result in an increase in state domestic product in 
India of between 0.3 and 3.2 per cent, measured across 14 urban and rural states. This 
increase was largely driven by the increase in domestic consumption levels due to the 
income transfers.150  
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By boosting consumption, social security can create a stimulus for local entrepreneurship 

and employment opportunities, ultimately promoting a more dynamic economy. In Brazil, 
an expansion of the Bolsa Família not only increased formal employment but was found to 
have positive aggregate effects through spillovers to nonbeneficiaries. Local gross 
domestic product increased by 1.5 per cent, suggesting that the expansion of the 

programme also led to employment creation.151 The simulated investment of one per cent 
of GDP in social security across eight low- and middle-income countries, which is found to 
lead to an increase in number of workers (see Figure 6), is also found to lead to a rise in 
employment, with a multiplier effect between 0.1 and 1.1.152 

The economy-wide impacts of social security can be measured as ‘a ratio increase in 
economic output’ as a result of a unit increase in social security investments. This is also 
known as the fiscal multiplier generated by social security. This effect is particularly large 

when a large proportion of recipients were facing income constraints, as they are more 
likely to spend the transfer directly in markets and, therefore, to generate a higher fiscal 
multiplier.153 A range of studies across Africa have assessed the local economy-wide 
effects of social security, through estimating the local multiplier effect from injecting cash 

into communities through social transfer schemes. For example, an emergency cash 
transfer in the rural Dowa district of Malawi found that for each transfer of US $1, a 
regional multiplier between 2.02 to 2.45 was observed for the regional economy.154 
Similarly, within Kenya, a one-time cash transfer of US$ 1,000 to 10,500 households was 
found to generate a local multiplier of 2.7.155 In two regions in Ethiopia, Hintalo-Wajirat 

and Abi-Adi, for each birr of the Social Cash Transfer Pilot scheme that was spent in the 
local economy, an extra 1.52 birr and 0.35 birr was generated via local market linkages.156 
In Zambia, the Child Grant Programme had a potential total income multiplier of 1.79.157 
Echoing the above findings, research conducted by the FAO (2016) has found multipliers 

of between 1.3 and 2.4 across a range of Sub-Saharan African countries, resulting from 
greater consumption, trade and employment (see Figure 7).  
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Figure 7: Estimated local multipliers of social transfers in Africa 

 
Source: FAO (2016). 

Social security transfers can also help boost private giving and in-kind sharing and 
volunteering, further magnifying their stimulus effects. This pathway is particularly salient 
in regions like the MENA with a strong tradition of private and charitable giving, where 

religious welfare organisations leverage institutions such as zakat (see Box 4). 
Beneficiaries of private charitable organisations have been estimated to number in the 
tens of thousands,158 and an inclusive social security system should aim to amplify the 
sentiments and resources that underpin support networks like these. Indeed, while some 

have argued that public benefits can crowd out private donations, the historical 
experience of advanced welfare states shows that private spending tends to increase with 
increased public welfare spending.159 In other words, social security and traditional 
mechanisms for sharing can co-exist.  

Box 4: The role of zakat in redistribution across the MENA region 

In many countries in the MENA region, redistributive instruments were historically institutionalised before 
public systems were established. The main instrument that continues to exist today is zakat, an alms duty 

paid by those who meet certain criteria of wealth, which represents one of the five pillars of Islam. Across 
the region, zakat is institutionalised in different ways (Machado et al., 2018). Whereas only a few Islamic 
states have formally institutionalised the obligatory levying of zakat, other countries have an independent 

body which administers the zakat as voluntary giving. In certain states, religious foundations administer 
zakat along with the provision of health care, basic education, care for orphans, older people and people 

with disabilities, and food for the poor (Loewe & Jawad, 2018).  
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159 Lindert (2014). 

2.5

1.4

2.5

1.3

1.8

2.2

1.8 1.7

0

1

2

3

Ethiopia 1 Ethiopia 2 Ghana Kenya 1 Kenya 2 Lesotho Zambia Zimbabwe

Es
tim

at
ed

 lo
ca

l m
ul

tip
lie

r



5   The impacts of social security on local communities  
 

 35 

However, the complementary relationship between zakat and (other) formal mechanisms 

of redistribution in the form of social security varies by context. For example, in Jordan, 
only families who are not receiving any other form of support are entitled to receive zakat. 
In contrast, in Sudan, where zakat is mandatory, the funds collected are an essential 
source of financing of other social transfers, as well as health insurance.160 While there is 

limited evidence from the MENA region on the complementary role between social 
security and zakat, evidence from other low- and middle-income countries around the 
world suggests that the receipt of a transfer can have amplifying effects for informal 
sharing. In Lesotho, for example, Child Grant Programme beneficiaries were found to 

share food within social networks, such that the benefit boosted the proportion of 
households both providing and receiving food support from others.161 In Aceh Jaya, 
Indonesia, many ASLURETI pensioners reported using the pension to donate to local 
causes, including support for orphans, local religious activities and giving money to 
grieving families or other persons in need.162  

Private charitable giving and volunteering like this not only complements initiatives by 
the state to address social ills but enhances the dignity of social protection recipients, 

providing them with a sense of autonomy and dignity and give them an opportunity to 
contribute to the wellbeing of their fellow community and kin. Especially for older 
persons, having a pension can mean more time to volunteer in the community to help 
vulnerable persons. In a small rural community in Kenya, for example, older people 
experienced more positive interactions with their neighbours due to receiving a pension, 

which made them feel more respected. Other community members would more likely 
come to ‘ask for things’, and older people were more likely to contribute gifts during 
functions, which made them more integrated in community events.163 In the Aceh Jaya 
region of Indonesia, recipients of the ASLURETI pension were able to donate more to 

donate to local charitable causes, including support for orphans, and giving money to 
grieving families or other persons in need.164 

 

160 Machado et al. (2018) 
161 Daidone et al. (2014) 
162 MAKHOTA (2017) 
163 Tran et al. (2019) 
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6 The national-level impacts of social security 

For social security to have long-lasting impacts on countries and economies at national 

levels, systems need to be broad-based and inclusive. As the evidence in this section of 
the paper will indicate, systems with high coverage and transfer levels that promote high 
rates of taxation and greater redistribution are the most effective vehicles for stimulating 
national economic development. Across the MENA region, social security investments 

have largely resulted in systems with uneven and low coverage, which are ineffective for 
promoting sustainable and inclusive growth.165 One estimate suggests that just 16 per 
cent of the MENA region’s population in the poorest quintile access any form of social 
assistance. Limited impacts on poverty and inequality are said to result from low coverage 

and low levels of transfers, in combination with ineffective targeting.166 In the Arab 
region, social policies are assessed to be more aimed at ‘alleviating the negative effects of 
public policies geared primarily towards economic growth’ rather than ensuring that the 
benefits of growth and development are shared among society. This ‘growth first’ 
approach which emphasised private sector development and employment-based social 

insurance, has offered limited opportunities for inclusive participation which, 
paradoxically, has undermined growth opportunities in the region. 167 Moving forward, 
social policies should be at the forefront of economic development strategies for the 
region to ensure that all members of society can reap the social and economic dividends 

deriving from growth.  

In the global literature, the positive connection between investments in social security 
and economic growth is well documented across high-income countries, but increasingly, 

findings are also emerging from social security schemes in low- and middle-income 
countries. In the Middle East and Central Asia, a ten per cent increase in public social 
spending on education, health, and social protection is estimated to close the Human 
Development Index (HDI) gap by 20-65 per cent between countries in the region relative 

to other regions in the world.168 Of all categories of social spending, social protection has 
‘the largest, distinct, and most statistically significant impact’ on HDI. Whereas health and 
education take more time to generate benefits to society, social protection – by providing 
income transfers – is more likely to have an immediate impact on poverty reduction.169 

 

165 Jawad (2014).  
166 Devereux (2015).  
167 Jawad (2014).  
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A global study which compares 61 countries, and panel data from 20 OECD countries, 

finds that there is a statistically significant and positive relationship between social 
security spending and economic growth.170 Comparable findings are found through 
historical analysis of emerging social security systems across Asia. A study of panel data 
from ten Asian countries between 1970 and 2005, and another study of 12 countries in 

the region between 1972 and 2002, find that higher social security spending has a 
positive role in promoting growth. Both studies find a long-run positive trend between 
social welfare spending – i.e. social security or social spending, including social security – 
and economic growth, indicating that the relationship is stronger for countries that 

invested earlier, and more, in social security over time.171 Furthermore, the latter study 
finds that ‘in every moment, economic growth must be based in the social welfare policy 
contiguously, and that the economic growth process can allow the social welfare policy to 
proceed contiguously.’ Hence, social security and economic growth are mutually 
reinforcing, as stronger growth enables greater social spending.   

Looking at social policies more broadly, across OECD countries, a one per cent increase in 
social spending is estimated to result in a rise in national GDP by 0.1 percentage points.172 

Similarly, analysis of social expenditure and economic data from Australia and New 
Zealand, with the aim of providing lessons learnt for ASEAN countries, finds that 
investments in social welfare promote economic growth. In fact, for fast-growing 
economies, social expenditure can reap even higher returns to growth, highlighting again 
that social security and growth can be mutually reinforcing.173 Another study of the New 

Zealand economy, finds a significant fiscal multiplier associated with investments in 
social security. For each one per cent increase in social security transfers, national GDP 
increased by 1.53 per cent after the first quarter after the intervention, and 0.76 per cent 
during the subsequent year.174  

By contributing to human capital development and more dynamic markets, the impacts of 
social security escalate to the national level. As with the local economy-wide impacts, 

social security has also been found to result in fiscal multipliers at the national level, 
measured as a ratio increase in national GDP. Across low- and middle-income countries, 
there is also a strong macroeconomic case to be made for investing in social security, 
based on the multiplier effect it generates. In fact, as Figure 8 indicates, a World Bank 
study using cross-country data of 36 countries across the global south finds that social 

 

170 Bellettini & Ceroni (2000). 
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protection spending – mostly including income security schemes – has the largest 

multiplier effect on GDP (1.82) followed by education (1.42) and health (1.2).175  

Figure 8: Estimated functional multipliers on GDP, comparing different areas of public 
spending, across 36 countries in the global south between 1984 and 2013 

 

Source: Asea (2016). 

Significant multipliers were also found through the simulation of a one percentage of 

GDP increase in social security investments across eight low- and middle-income 
countries. As Figure 9 indicates, the multiplier effect on national GDP varies from 0.7 to 
1.9. In particular, countries with a comparatively low level of GDP benefited the most 
from investment in social security.  
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Figure 9: Estimated multiplier effect on GDP from a one per cent of GDP social security 
investment across eight country case studies 

 
Source: Development Pathways & ITUC (2021). 

Beyond the relationship with national GDP, there are several other pathways through 
which investments in social security can indirectly generate more positive economic 
growth: by reducing inequality; by strengthening social cohesion, generating a more 
favourable investment climate; and by building trust in government services, generating a 
stronger national social contract with the potential for higher government revenues.   

6.1 Reducing inequality 

High levels of income and wealth inequality can have detrimental impacts on economic 
growth. According to the IMF, income inequality can have a positive effect on economic 

development until it reaches a certain point – also known as the ‘inequality overhang’ – 
at which point inequality will have a negative impact on economic growth. This negative 
impact of inequality on growth is estimated to start at a Gini index of 27, whereas in 
reality, most countries in the world have a higher Gini index. Across most countries in the 

region, the latest reported Gini index is above 30, while it reaches almost 42 in Iran, 40 in 
Morocco, 37 in Yemen, 34 in Jordan, and 33 in Tunisia.176 The Middle East is found to be 
the most unequal region in the world, as the population in the top ten per cent of the 
income distribution is estimated to own approximately 64 per cent of total wealth, 
compared to 37 per cent in Western Europe, 47 per cent in the USA or 55 per cent in 

Brazil.177 When wealthier categories of the population benefit disproportionately from 
economic growth, this is likely to be harmful to the rest of society. One study finds that a 

 

176 World Bank PovcalNet, available at: http://iresearch.worldbank.org/PovcalNet/povOnDemand.aspx.  
177 Alvaredo et al. (2019).  

0.8

1.9

1.5
1.3

0.7 0.7

1.1

0.7

0.0%

0.5%

1.0%

1.5%

2.0%

Ghana Rwanda Bangladesh India Georgia Serbia Colombia Costa Rica

Es
tim

at
ed

 m
ul

tip
lie

r e
ffe

ct
 o

n 
na

tio
na

l G
DP



6   The national-level impacts of social security  
 

 40 

one percentage point increase in the income share is associated with a 0.08 percentage 

point decline in growth of GDP over a five-year period.178  

There is a strong rationale for the MENA region to tackle inequality to achieve stronger 

and more inclusive economic growth. Lower levels of inequality are associated with faster 
and more long-lasting economic growth, as one study finds that a ten per cent reduction 
in income inequality increases the length of an economic growth period by 50 per cent.179 
Social security – through taxes and income transfers – plays a key role in tackling 

inequality by redistributing wealth from the top segment to the rest of the population. A 
recent study of North Africa, using the World Inequality Database (WID), indicates that 
countries have been comparatively more effective at tackling inequality through a 
combined approach of ‘bottom up’ policies (i.e. social protection transfers) and ‘top-down’ 
policies (progressive income taxes).180 In OECD countries, on average, income transfers are 

estimated to account for more than three quarters of the overall impact of redistributive 
policies.181 Figure 10 indicates levels of inequality before and after taxes and income 
transfers across countries, showing that most societies would be far less equal without 
social security. 

Figure 10: Inequality (Gini coefficient) before and after taxes and transfers across OECD 
countries 

 

Source: OECD social expenditure database (SOCX). 

 

178 Dabla-Norris et al (2015). 
179 Ostry & Berg (2011). 
180 Rouine (2020). 
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Across countries in the global south, social security is similarly associated with lower 

levels of inequality. Analysis of 120 countries globally – including low- and middle-
income countries – indicates that around 73 per cent of the variation in income 
distribution is explained by the level of social security spending.182 Simulation analysis 
across Bangladesh, Indonesia, Pakistan and Sri Lanka shows that the higher investments 

in social security, the more effective countries would be at tackling inequality. A 
simulated one per cent of GDP increase would reduce the Gini coefficient by between 4.9 
and seven per cent, while an investment of two per cent would lead to a reduction of 
between 9.8 and 13.6 per cent of GDP. At a simulated investment of 3 per cent of GDP, 

the reduction in the Gini coefficient would rise to between 14.5 and 19 per cent. 
Furthermore, with a simulated progressive taxation, universal transfers for each of these 
scenarios would predominantly benefit populations in the poorest segments of the 
income distribution.183 During the COVID-19 pandemic, the investment in social security 
policies as a fiscal stimulus in South Africa was found to reduce inequality, where the Gini 

coefficient prior to the pandemic and subsequent containment measures (March 2020) 
declined from 0.644 to 0.613 after transfers were introduced during the first lockdown 
(April 2020).184  

6.2 Strengthening social cohesion and trust, and building 
stronger national social contracts 

Inequalities in the MENA region are a significant threat to the social fabric of its societies. 
Waves of protests and political unrest across the region have, in part, been driven by 
grievances related to socioeconomic inequalities and the concentration of influence and 
wealth by powerful elites.185 As discussed in Section 2, state-society relations across the 
region have emerged from authoritarian social contracts which were established after 

independence in the 1950s and 1960s. These prioritised social and economic benefits 
over civic rights and political participation, while disproportionately benefiting more 
affluent and powerful members of society. Benefits were financed substantially from rent 
income through, for example, natural resources and foreign aid. However, as global 

shocks to revenue sources in the MENA region placed pressure on social spending, this 
has weakened social contracts, with benefits declining in an existing context of limited 
political freedoms and rights to participation.186 The 2014 Arab Barometer Survey paints a 

 

182 Based on data from Standardized World Income Inequality Database (2020) and ILO World Social Protection Database 
(2021), in Kidd et al. (Forthcoming). 
183 Kidd et al. (Forthcoming). 
184 Barnes et al. (2021). 
185 SIDA (2019); McClanahan et al. (Forthcoming). 
186 Loewe et al. (2020); Loewe & Jawad (2018). Note: See forthcoming paper by Kidd & Sibun for further discussion.  
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dire picture of the level of trust that citizens have in their government’s ability to address 

inequality: it indicated that 70 per cent of citizens believed that ‘the government is doing 
bad or very bad at narrowing the gap between the rich and the poor’.187 Trust in 
government differs by country and context, and is influenced by political changes, crises 
and conflicts affecting the region. More recent findings from the 2019 Arab Barometer 

Survey suggest that trust in government was as high as 66 per cent in Egypt and as low as 
19 per cent in Lebanon and Iraq.188 The concentration of power and influence among 
certain elites also comes at a cost for the youth who face a lack of opportunities for work 
and income generation, sparking greater tensions among current and future 

generations.189 The COVID-19 crisis, which has only widened inequalities, further 
exacerbates threats to social cohesion. In Tunisia, the disproportionate impacts of the 
pandemic on the working class have spurred protests and demonstrations. Further, other 
countries such as Algeria and Jordan have witnessed waves of unrest during the 
pandemic.190 Failing to tackle the root causes of inequality can undermine the prospects 

for economic growth within the region.  

Social security can promote greater social cohesion and engender greater trust in 

government which promotes a stronger social contract. The benefits of social security to 
human wellbeing makes for more cohesive and more stable societies, which form a more 
fertile ground for economic investment and activity. For example, social security has 
historically often been used as a force for stability and peacebuilding after a crisis, with 
the aim of promoting economic recovery. Across Europe, most social security systems 

were built in the aftermath of World War II and contributed significantly to peace building 
and recovery across the continent. In the United States, the two main waves of expansion 
of the social security during the 1930s and the 1960s were in response to the Great 
Depression and Civil Rights Movement.191  

Trust in government is essential to achieve economic success underpinned by strong 
public systems. When people do not trust that their resources are used appropriately, they 

are less likely to contribute to their society and economy through taxes which, in turn, 
undermines the resources available for governance and services.192 Social security is a 
direct and visible way to recognise contributions to the economy and society, thus 
incentivising contributions to public goods, and strengthening the social contract. It 
essential that social security is inclusive and designed in a transparent manner, where 

 

187 SIDA (2019). 
188 Ceyhun (2019).  
189 McClanahan et al. (Forthcoming). 
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rights and entitlements are clearly communicated. Social security can be made more 

progressive over time, when ‘active citizenship is at the centre’ of programmes, and 
‘effective social accountability spaces are guaranteed.’193 When people clearly recognise 
that their entitlements are upheld through the social security system, a virtuous circle is 
created in which social security is underpinned by fiscal and macroeconomic 

sustainability. When designed in an inclusive way, where benefits reach large numbers of 
people through a core set of lifecycle-based transfers, social security has the potential to 
increase taxation, as a result of strengthening a vertical social contract between the state 
and society. Figure 11 indicates the effects of a simulated increase in social security 

investments on tax revenues. Across the eight low- and middle-income countries 
examined, government tax revenues are estimated to increase by between 1.8 per cent 
and 2.7 per cent.194 Therefore, when governments in the MENA region rationalise the use 
of small, poverty-targeted programmes based on assumptions of limited fiscal space, they 
are ignoring the positive direct relationship between investments in social security and 

resources to finance them. 

Figure 11: Estimated multiplier effect on tax revenues as a result of a one per cent of GDP 
social security investment across eight country case studies 

 

Source: Development Pathways & ITUC (2021).
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7 Conclusion 

This paper has demonstrated that the evidence is clear that social security is a driver for 
economic growth, through the various pathways in which benefits to individual and 
household wellbeing cascade to broader societies and economies. Because the impacts of 

social security to the economy are not always immediately visible, many governments 
continue to perceive social security as a cost. By setting out a conceptual framework for 
the pathways through which social security has a strong connection to economic growth 
objectives, this paper has built the case that social security in the MENA region is more 

appropriately viewed as an investment in individuals to become more productive 
members of their societies, whether as workers, producers or consumers.  

Investments in social security build human capital, by promoting better education, health, 
and labour participation. In turn, this can contribute to more dynamic markets, a more 
equitable and stable society, and ultimately, economic growth. Figure 12 depicts this 
relationship visually, in which a virtuous circle is created where social security and 
economic growth become mutually reinforcing. Investments in social security, through 

these various outcomes, contribute to better conditions for more economic exchanges and 
greater economic growth, which in turn, enable higher social expenditures and stronger 
social security systems.195  

 

195 See also regression analysis of 12 Asian countries by Lee & Chang (2006).  
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Figure 12: A virtuous circle of social security and economic growth promoting each other  

 

Source: Authors’ adaption of an illustration in UNESCAP (2018) 

However, these positive results will not be achieved if ambitions for social security reform 
in the region remain limited.196 The COVID-19 pandemic raises a critical question to 

countries in the region: they can either choose to continue their trajectory of what the 
ILO197 has referred to as ‘low-road’ investments, or adopt the ‘high-road’ strategy of 
increased investment towards universal social security, thereby positioning themselves to 
reap all the associated dividends, including more inclusive and sustainable economic 
growth.  

 

 

196 del Mar Logrono Narbona et al. (n.d.). 
197 ILO (2021). 
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