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LONG TERM BENEFITS OF THE PROGRAM

Introduction
This annex estimates and/or discusses the potential long-term benefits of a series of policies promoted through operation BA-L1062 (and as an extension of BA-L1060). Specifically, we analyze the following policies: Improve the operational and administrative efficiency of contributory and non-contributory social protection, reforms to the governance of the social protection system in order to promote responsiveness to emergencies, 2023-2030 National Policy for Improving the Lives of PwD in Barbados, reforms to the paternity leave and reform of the pension system. Not considering all the effects of the operation means that the exercise is not exhaustive.
 This exercise is not an economic analysis and does not reach any conclusion regarding the efficiency dimension of the operation. In particular, there is no cost analysis since, due to the instrument ’s characteristics, it is not possible to identify the costs necessary to implement the policies promoted by the operation. The benefits estimation is based on a series of assumptions whose validity cannot be verified, and that will not be directly related to results measured at closure. These assumptions imply that several drivers of the problem will be addressed outside the program’s scope. We assume the policy reform´s effects occur two years after the PBL´s approval. The benefits are calculated with a 10-year horizon from this moment, using a discount rate of 5%[footnoteRef:2].  [2:  	The National Institute for Health and Clinical Excellence (NICE) Appraisal Methods Guidance reference case currently recommends a discount rate of 3.5% for both costs and benefits (Mc Intosh et al. 2010) and Drummond et al. (2015) state that the best approach would be to conduct the analysis using rates existing in the literature, typically 3–5% per annum. We choose a conservative 5% discount rate.] 


COMPONENT 2
[bookmark: _Hlk146638696]One of the effects of the reforms under Component 2 is the decrease in the time to provide support to persons in need during an emergency. Attaining this accomplishment not only improves directly the welfare of the beneficiaries, but has, according to the literature, additional benefits. A study conducted in Bangladesh (Pople et al 2021) on households that were affected by the 2020 floods found that the percentage of households that requested credit was lower in households that received early transfer to shock (67.6%) than in households that did not (70%). Moreover, the average value of credit was lower in households that received early transfer (US$98) than in households in the control group (US$105).
Using this evidence, and data on the potential magnitude of the economic losses due to natural disasters, it is possible to estimate a monetary benefit. First, we estimate the potential magnitude of the economic losses. The review of PDNAs for fast-onset disasters in small island states shows that on average, 43 percent of the estimated cost of the disaster results from income lost (Hill et al. 2019). The average per capita value of these losses in Myanmar, Seychelles, Fiji, Haití and Samoa reaches US$212[footnoteRef:3]. [3:  	Own estimation based on Hill et al. 2019.] 

Reducing the recovery time would yield significant economic gains. In order to estimate this potential benefit, we multiply the number of Barbados inhabitants by the estimated average per capita value of disaster losses. Second, as these are mainly income losses, we assume that they are comparable to credits that disaster victims take according to People et al. (2021). Thus, the next step is to multiply the value of potential losses estimated for Barbados by the benefit of an early response on the total amount of loans estimated in by Pople et al. (2021)[footnoteRef:4]. The estimation suggests that an early intervention policy may save up to US$5.75 million in each severe disaster event. [4:  	This amount depends on the number of loans and on the average amount of the loans.] 

It should be noted that several assumptions should hold for the policy reform to attain these monetized effects, and the Results Matrix does not include indicators that will allow the evaluation of the achievement of these effects. In the first place, reducing the time to provide shelter till transfer – the results indicator included in the Results Matrix – does not imply that assets and income losses will be reduced. In the second place, the losses were estimated as an average from Southeast Asia small island states which could not be appropriate estimate the effects of natural disasters in Barbados.
Another set of measures encompassed in Component 2 relates to social protection's integration and digital transformation in Barbados. In the case of contributory social protection, they comprise the establishment of the NIS as a corporate body with more autonomy and the promotion of its digital transformation. In the case of the Ministry of People Empowerment and Elder Affairs (MPEA), the reforms stimulate the amalgamation process of social services through their integration into a unified structured unit. Additionally, they seek to strengthen social services by the implementation of a Management Information System (MIS).
ICT integration in social protection is driven by the demand for more accurate and efficient service, from within social protection agencies as well as from the public. ICT automates and improves data management, reducing workloads and enabling managers to make more informed decisions. ICT also provides convenience and faster service as well as better security for beneficiaries and the public. The need for transparency also drives the move toward ICT integration into social protection programs.

In recent years, there has been a growing emphasis on coordinating and harmonizing social protection programs with the goal of adopting a systems approach (World Bank and UNICEF 2013). This approach has gained prominence as it aligns with the Sustainable Development Goal 1, which aims to eradicate poverty in all its forms. One of the key strategies in achieving this goal is the implementation of nationally appropriate social protection systems and measures for all, including the establishment of social protection floors, with the aim of achieving substantial coverage of the poor and vulnerable by 2030. To support these efforts, countries have been exploring innovative ways to integrate data and enhance information to enhance the efficiency and effectiveness of program delivery management promoting that social transfer programs reach the right beneficiaries with the correct amounts at the appropriate times. 

An integrated approach to data and information management in social protection policies offers several advantages. First, it enables the fair and just distribution of resources by relying on objective and comparable information, thereby rectifying disparities in social protection across different social groups and administrative regions. Second, it enhances responsiveness and inclusivity in addressing the needs of the chronically poor, structurally vulnerable individuals, and those facing unexpected shocks or crises. Third, it facilitates the achievement of universal coverage and supports the implementation of nationally defined social protection floors, fostering coordination between social assistance and social insurance programs. Additionally, this approach establishes stronger connections with complementary institutional frameworks and broader social and economic policies. Furthermore, it promotes transparency and accountability through easier sharing and comparison of program information, leading to improved public understanding of entitlements within the social protection system. Lastly, it contributes to an enhanced perception of the social protection system by citizens and fosters a deeper understanding of poverty and vulnerability through increased access to a wealth of information (Barca 2017).
From an operational perspective, embracing an integrated approach to data and information management in social protection programs offers several advantages. These include facilitating oversight of multiple schemes and reporting to policymakers, enhancing budget planning and policy testing capabilities, reducing administrative burdens on staff and applicants, minimizing duplication of data collection efforts and fostering the creation of a centralized 'common entry point.' It also enables the establishment of unified systems across all programs, such as payment methods and grievance mechanisms, leading to increased efficiency and cost savings. This approach improves error and fraud management, enhances payment monitoring, and promotes digital service delivery, potentially expanding citizen outreach via mobile phones. Furthermore, it allows beneficiaries to transition between schemes as their circumstances change and supports more effective emergency responses by directing additional payments to those affected by crises for a limited period, thus facilitating context-based services.
Even though most of these benefits lead to cost savings, in order to estimate a value for the effects of Component 2 actions, we will focus on reducing administrative burdens on staff and applicants. Di Capua (2020) estimated the ex-ante benefits for an Institutional Strengthening of the Pension Systems in Paraguay. The Program seeks to improve efficiency and effectiveness by strengthening the institutional capacity of the pension schemes. The benefits considered in the analysis are those related to the optimization of operational management processes and those related to the reduction of transaction costs for citizens and managers who carry out face-to-face processes.
To estimate benefits associated with transaction costs, she considered the increment of the total annual number of procedures that would be handled through non-face-to-face channels. The valuation was based on the opportunity cost for citizens of the time it takes them to carry out a face-to-face procedure, using the average hourly income of citizens as a reference for this opportunity cost. Direct savings in travel costs were also considered as benefits. The expected operational efficiency gains were estimated using the expected reduction in the average number of files handled per day by the Operational Department as a proxy. Benefits estimation relied on the calculation of the current time in work hours required on average by the Operative Department to process each file. This figure, contrasted with the time that would be required after the program's implementation, allowed her to calculate the work hours freed up for other tasks.
We perform the following steps to extrapolate Di Capua's (2020) results to Barbados case. First, we calculate the savings in Paraguay as a proportion of the total pension transfers’ budget. Considering that the pension transfers and its economic management totaled G$ 1,513 billion and the savings totaled G$25.4 billion, the savings are equivalent to 1.7% of the transfers. Second, we extrapolate the savings by calculating a proportional share of the MPEA budget in Barbados. Considering that MPEA budget sums up to US$ 53.6 million per year, we estimate potential annual savings of US$ 900,872. Third, we estimate the discounted savings for a ten-year period. The result is a potential benefit of US$ 6.3 million.
Using the same technique, we can also estimate savings from improving NIS´s processes. perform the following steps to extrapolate Di Capua's (2020) results to Barbados case. First, we calculate the savings in Paraguay as a proportion of the total pension transfers’ budget. Considering that the pension transfers and its economic management totaled G$ 1,513 billion and the savings totaled G$25.4 billion, the savings are equivalent to 1.7% of the transfers. Second, we extrapolate the savings by calculating a proportional share of the NIS budget in Barbados. Considering that the NIS budget sums up to US$ 424 million per year, we estimate potential annual savings of US$ 7,1 million. Third, we estimate the discounted savings for a ten-year period. The result is a potential benefit of US$ 71.2 million.
Alternatively, considering that the benefits are directly related to the number of face-to-face procedures, and these procedures are directly related to the number of beneficiaries, we estimate the savings as savings per beneficiary. In the case of Paraguay, the yearly amount saved per beneficiary equals US$ 30.2. If we extrapolate this result to the MPEA the yearly savings would be US$ 117,579 and during a ten-year period US$ 1.2 million. In the case of the NISSS, the yearly savings sum US$ 1.4 million, and in a ten-year period they equal US$ 14.3 million.
It should be emphasized that several assumptions should hold for the policy reform to attain these monetized effects, and the Results Matrix does not include indicators that will allow the evaluation of the achievement of these effects. Integrating data and information for social protection poses significant challenges, particularly within the context of complex and interconnected systems. Establishing and adhering to institutional arrangements becomes increasingly challenging as coordination incurs substantial transaction costs, necessitating the management of intricate cross-program and sector relationships. Encouraging various stakeholders to share their data is further complicated by legal constraints, such as data privacy regulations, and prevailing power dynamics where information equates to power. The management of an integrated and centralized social registry also carries the risk of propagating errors across programs that share common entry points, potentially stifling innovation and adaptability while undermining checks and balances due to centralized core functions (World Bank and UNICEF 2013). Addressing these complexities requires a skilled workforce with a blend of strategic, managerial, analytical, and IT expertise, a task often hindered by difficulties in recruiting and retaining qualified personnel, given the lure of higher salaries in the private sector (Barca 2017). Additionally, the cost of collecting each piece of information adds to the overall complexity and expense of information management, while the technological infrastructure required for wide-scale data integration necessitates careful consideration, recognizing that technology alone does not guarantee effective information management. Furthermore, the sustained operation of social registries relies on continuous funding, and a donor-driven approach can be precarious, as ongoing resources are essential, particularly for ensuring up-to-date data through continuous registration or periodic census surveys (Barca 2017).

COMPONENT 3
Dividing infant care responsibilities more equally between fathers and mothers might have beneficial effects on mothers’ human capital. There is evidence that there are persistent gender differences in earnings after childbirth. Aside from women’s voluntary wage cuts in pursuit of family-friendly job amenities, Kim and Kwak (2023) claim that adverse labor market conditions during neonatal caring widen the gender gap among parents beyond the consequences of mothers intentionally trading off market benefits for time to care for children.
In order to estimate the monetary value of this type of effect, we will extrapolate the results from Uribe et al. (2019). In their study, they estimate the impact on female labor outcomes of the extension of the maternity leave period from 12 to 14 weeks, an amendment to the Colombian labor law in 2011. According to their finding, we will assume that this effect is inversely proportional to extending the paternal leave and, considering that the parental leave time is divided between both parents, there is no adverse effect for the father.
Considering that the effect on unemployment is 0.5pp, and assuming that this effect lasts one year, we estimate the losses associated with missed productivity. Considering an average yearly salary for women of US$14,900, and 3,045 births per year, the yearly benefit of reducing the unemployment in mothers, totals US$227,000. The present value of the benefits during a ten-year period (assuming that the effect starts in 2025) equals US$1.59 million.
It should be noted that several assumptions should hold for the policy reform to attain these monetized effects, and the Results Matrix does not include indicators that will allow the evaluation of the achievement of these effects. The three most important assumptions are the following. First, the father must effectively use his paternal leave, allowing the mother to return sooner to her job. Second, there must not be a negative effect on the fathers' employability. Third, the effects of Uribe et al. (2019) must hold for the Barbados case.
Component 3 policies also address the PwD welfare. In its review of cash transfer programs for people with disabilities, Palmer (2013) concludes that these persons and their families may be considered among the worthiest recipients of social protection due to their vulnerability to chronic poverty and social exclusion. Its review reveals positive economic, social, and service access outcomes. However, it should be noted that the effect of disability transfers in improving access to services is mixed, in part due to differentials in benefit levels across countries. In Brazil, transfers enabled PWDs to afford private and better-quality medical services. However, in India, the meager transfers prevented people with severe impairments from paying for one week’s medicine. Disability grants were found to have social benefits for PWDs (Gooding & Marriot, 2009). In rural Andhra Pradesh, PWDs described disability pensions as a source for family respect”. (Palmer et al., 2010). A recent study by Wang et al. (2023) examines the impact of a disability-targeted cash transfer (CT) program on healthcare and education accessibility for children and adolescents with disabilities in the presence of universal health coverage and education access. The findings indicate that CT beneficiaries had higher odds of utilizing rehabilitation services (OR: 2.27) and medical treatment (OR: 1.34), along with reduced financial barriers, and demonstrated improved school attendance (OR: 1.99) and decreased financial difficulties in accessing education (OR:0.41).

One option to establish the value people place on living without disabilities is to review the literature on the estimated value of Quality Adjusted Life Years (QALYs)[footnoteRef:5]. Existing evidence reveals that the Willingness to Pay (WTP)/QALY is not a single value.3,7,8,10,11 It depends on several factors, including context and the type of health gain. In a Meta-Review, Nimdet et al. (2015) found that the ratio between WTP per QALY and GDP per capita varied widely from 0.05 to 5.40, depending on scenario outcomes (e.g., whether it extended/saved life or improved quality of life) severity of hypothetical scenarios, duration of scenario, and source of funding. The average ratio of WTP per QALY and GDP per capita for extending life or saving life (2.03) was significantly higher than the average for improving quality of life (0.59). Even when the latter is the most appropriate estimate of the value of improving the quality of life of a disabled person, the benefits are high. [5:  	It should be noted that standard QALYs are meant to express the personal utility of health outcomes as judged ex-ante and “on average” by the general public from behind a veil of ignorance about future health (so-called “decision utility”) Nord et al. (2009).] 


COMPONENT 4
Policies under Component 4 aim to achieve the sustainability of NISSS managed Funds. Under the current scheme the funds' sustainability is threatened. According to the “17th Actuarial Review of the National Insurance Fund, Unemployment Fund and Severance Fund” several key results of the projections of the Funds evolution reflect future sustainability issues. First, expenditure will exceed contribution income in each year. Second, cash flow deficits (total expenditure greater than total income) will occur in each year. Third, reserves are projected to be exhausted in 2036. Fourth, the number of contributors for each pension in payment is expected to fall from 2.4 in 2020 to 1.4 in 2080.
A scenario where the contribution rate is not modified, and the Government bails out the Funds would imply an unbearable fiscal burden. As shown in Figure 1, according to the 17th Actuarial Review, the deficit would be equal to 7% of the General Government revenues in 2030, 15% in 2040, and 21% in 2050. Even in 2030, covering the deficit would mean assuming an unsustainable debt and cutting other expenditure programs, which would lead to welfare losses.
[bookmark: _Ref146667216]Figure 1: NISSS-managed Funds deficit as % of General Government Revenues
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Source: Own elaboration, based on 17th Actuarial Review and WEO April 2023.
Beyond the possible effects on public finances, the effects of this reform on the welfare of the population are not evident. Intuitively, working longer diminishes welfare if individuals have disutility from labor, which is a widespread assumption in economic models. However, with increasing longevity, the old-age dependency ratio is expected to deteriorate, which is further amplified by decreasing fertility (Makarski & Tyrowicz 2019). Thus, to maintain the amount of the pensions in a PaYG system without reform, the active population must increase its contribution to the system, which also has a detrimental effect on their welfare.
In addition to the problem of intergenerational transfer, literature has studied the net welfare effect of reforms to increase the retirement age. Two studies on the Spanish reform led to divergent results. Díaz-Giménez and Díaz-Saavedra (2009) ex-ante compute the welfare costs of delaying retirement under the assumption that the pension deficits are financed by raising consumption taxes as needed once the pension fund is exhausted. They find that delaying retirement under these rules brings about a social welfare gain equivalent to 1.34 percent of the present value of aggregate consumption in a 50-year period. However, a later paper by the same authors, On the other hand, a later ex-post study on the Spanish reform by the same authors shows that the trade-off between lower pensions and lower leisure against the lower consumption taxes that result from the reforms bring about substantial welfare losses for most of the households alive at the moment of these reforms. Bönke et al. (2018) model the effects of a reform on the German pension system. They find that, at each disincentive level, the net public returns are about five times as high as monetarized individual welfare losses. Further, depending on the disincentive level, net public returns account for up to 16% of total pension expenditure per individual. 
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