
©
 A

dobe Stock/241426953

Towards Sustainable 
Financing for Social 
Protection in Africa

20 25



© 2025 United Nations

This work is available open access by complying with the Creative Commons license created for inter-
governmental organizations, available at: https://creativecommons.org/licenses/by-nc-nd/3.0/igo/ 

Publishers must delete the UN emblem from their edition and create a new cover 
design. Publishers should email the file of their edition to publications@un.org. 

Photocopies and reproductions of excerpts are allowed with proper credits. 

This policy brief has been drafted by Rui XU, Programme Management Officer, with overall 
direction of Jean-Paul Adam, Director, of the Office of the Special Adviser on Africa (OSAA).

This policy brief has been developed as part of OSAA’s mandate to support the United Nations 
Secretary-General in ensuring a coherent and integrated approach to United Nations support for 

Africa; to promote greater coherence in the work of the United Nations system and the African Union 
in support of Agenda 2063; to follow up on the implementation of all relevant global summit and 

conference outcomes of the United Nations relating to Africa; to coordinate and guide the preparation 
of Africa-related reports and inputs; to initiate reports on critical issues affecting Africa; to monitor the 
implementation of Sustainable Development Goal commitments made towards Africa’s development; 
and to coordinate global advocacy in support of the African Union’s Agenda 2063: The Africa We Want.

For more information, please visit www.un.org/osaa or contact osaa@un.org 

United Nations publication issued by the Office of the Special Adviser on Africa.

Cover photo credit: © Mohammad Al-Arief/The World Bank

https://creativecommons.org/licenses/by-nc-nd/3.0/igo/
mailto:publications%40un.org?subject=
http://www.un.org/osaa
mailto:osaa%40un.org?subject=


TOWARDS SUSTAINABLE FINANCING FOR SOCIAL PROTECTION IN AFRICA     3    

Table of Contents

1. INTRODUCTION�������������������������������������������������������������������������������������������������4

2. LANDSCAPE OF SOCIAL PROTECTION FINANCING IN AFRICA����������������������5

3. CHALLENGES IN SOCIAL PROTECTION FINANCING IN AFRICA���������������������9

4. AFRICA’S SOCIAL PROTECTION FINANCING GAP����������������������������������������� 11

5. OPPORTUNITIES TO EXPAND EFFECTIVE SOCIAL PROTECTION 
COVERAGE�������������������������������������������������������������������������������������������������������13

6. CASE STUDY ON SOCIAL PROTECTION FINANCING IN RWANDA�����������������16

Public finance in Rwanda����������������������������������������������������������������������������������������16

Assessment of current social protection system and financing framework�������18

Costing estimates for social protection benefits package���������������������������������� 23

Prioritization and gradual implementation of benefit program����������������������������24

Medium-term costing for proposed social protection package���������������������������25

Opportunities to extend social protection coverage in Rwanda���������������������������26

7. POLICY RECOMMENDATIONS TOWARDS SUSTAINABLE SOCIAL 
PROTECTION FINANCING IN AFRICA�������������������������������������������������������������29

8. REFERENCES���������������������������������������������������������������������������������������������������33



4    1. Introduction 

1. Introduction 

1	 International Labour Office (ILO). World Social Protection Report 2020–22: Social Protection at the Crossroads – in Pursuit of a Better 
Future. Geneva: ILO, 2021. https://www.ilo.org/research-and-publications/flagship-and-major-reports/world-social-protection-report/
world-social-protection-report-2020-22.

Financing for social protection in Africa 
remains a critical cornerstone for sustainable 
development and poverty reduction across the 
continent. Social protection is a human right and 
is defined as the set of policies and programs 
designed to reduce and prevent poverty, 
vulnerability, and social exclusion throughout 
the life cycle, including but not limited to child 
and family benefits, maternity protection, 
unemployment support, employment injury 
benefits, sickness benefits, health protection 
(medical care), old-age benefits, invalidity/ 
disability benefits, and survivors’ benefits.1 

The coverage and effectiveness of social 
protection programs can vary widely across 
African countries. Some nations have 
implemented robust social safety nets, including 
cash transfer programs, social pensions, 
and healthcare subsidies, while others have 
limited coverage or less comprehensive 
schemes. Despite the pressing need and 
potential transformative impact of robust 
social protection systems, many African 
countries face significant challenges in securing 
adequate financing for these programs.

The continent grapples with multifaceted socio-
economic issues, including high poverty rates, 
inequality, unemployment, and limited access 
to essential services, all of which underscore 
the urgency of effective social protection 
mechanisms. However, limited fiscal space, 
competing budgetary priorities, unstable 
financial and economic conditions, and external 
factors like the COVID-19 pandemic and the war 
in the Ukraine have posed considerable hurdles 
in mobilizing sustainable funding for social 
protection schemes in many African nations.

This policy paper aims to explore the 
complexities and intricacies surrounding 
financing for social protection in Africa, 
shedding light on the current landscape and 
challenges, as well as innovative approaches 
adopted by governments and international 
organizations to extend coverage. The paper 
demonstrates the magnitude of social protection 
financing gap through regional analysis 
and a case study on Rwanda and provides 
recommendations for key policy action areas 
to bolster social protection financing in Africa. 

https://www.ilo.org/publications/flagship-reports/world-social-protection-report-2020-22-social-protection-crossroads-–
https://www.ilo.org/publications/flagship-reports/world-social-protection-report-2020-22-social-protection-crossroads-–
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2. Landscape of social protection 
financing in Africa 

2	 International Labor Organization (ILO), World Social Protection Report 2020-2022, Table A4.2. According to data in 2020 or latest availa-
ble year. 

As per the ILO World Social Protection Report 
2020-2022, only 17.4 per cent of African 
population receive at least one social protection 
benefit as of 2020, compared to the global 
average of 46.9 per cent. Notably, social 
protection coverage varies within Africa, with 
27.1 per cent of older persons receiving benefits, 
18.4 per cent covered for work-related injuries, 
but considerably lower rates for mothers 
with newborns (14.9 per cent), children (12.6 
per cent), and persons with disabilities (9.3 
per cent). Additionally, a mere 5.3 per cent 
of Africans, or approximately 1 in every 19 
individuals, receive unemployment benefits.

The current landscape of social protection in 
Africa is characterized by a diverse array of 
initiatives, programs, and strategies aimed 

at addressing the multifaceted challenges 
faced by individuals and communities across 
the continent. However, significant disparities 
exist among African countries, with higher 
levels of coverage in Northern and Southern 
Africa (Table 1). Six African countries have 
over 30 percent of the population receive at 
least one social protection benefit, while 14 
countries have achieved 20 percent coverage. 
Countries with the highest coverage ratio 
include Tunisia (50.2 per cent), South Africa 
(49.3 per cent), Libya (46.2 per cent) Cabo Verde 
(39.2 per cent), and Egypt (34.7 per cent). In 
sharp contrast, less than 1 in 20 individuals 
receive social protection benefits in countries 
like Guinea-Bissau (0.9 per cent), Uganda 
(2.8 per cent), Central African Republic (3.5 
per cent), and Sierra Leone (4.4 per cent).2
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TABLE 1 

Formal social protection coverage diverges across African countries 

SDG INDICATOR 1.3.1 –  PER CENT OF POPULATION COVERED BY AT LEAST ONE SOCIAL  
PROTECTION BENEFIT (EXCL. HEALTH)

Tunisia 50.2 South Sudan 16.4 Lesotho 9.2

South Africa 49.3 Zimbabwe 16.3 Rwanda 8.9

Libya 46.2 Botswana 14.7 Benin 7.8

Cabo Verde 39.2 Democratic Republic of the Congo 14.1 Ethiopia 7.4

Egypt 34.7 Tanzania 14.0 Cameroon 7.1

Eswatini 32.0 Mozambique 13.4 Mauritania 6.6

Ghana 25.3 Djibouti 12.3 Liberia 6.2

Zambia 24.6 Sao Tome and Principe 11.5 Gambia 6.1

Namibia 24.2 Nigeria 11.0 Sierra Leone 4.4

Togo 23.2 Angola 10.5 Central African Republic 3.5

Malawi 21.3 Kenya 10.1 Uganda 2.8

Niger 20.6 Burkina Faso 9.9 Guinea-Bissau 0.9

Morocco 20.5 Sudan 9.3

Senegal 20.0 Mali 9.3

Source: International Labor Organization (ILO), World Social Protection Report 2020-2022. SDG indicator 1.3.1 –  
Population covered by at least one social protection benefit (excluding health). Data available for 45 African countries. 

3	 International Labor Organization (ILO), World Social Protection Report 2020-2022. 

Social protection financing data can vary 
significantly by country and may change 
due to economic conditions, policy reforms, 
and other factors. Overall, social protection 
financing in Africa is characterized by limited 
spending. Based on the most recent data 
available, the proportion of public expenditure 
allocated to social protection (excluding 
healthcare) relative to the GDP across the 
African continent stands at mere 3.8 per cent, 
compared with the global average of 12.9 per 

cent. When compared to other regions, Africa 
lags behind in social protection expenditure, 
with regions such as Latin America and the 
Caribbean dedicating 10.1 per cent, North 
America allocating 18.1 per cent, and Europe 
and Central Asia contributing 17.4 per cent. 
Africa’s spending on social protection slightly 
surpasses that of Southern Asia, which records 
2.6 per cent.3 This significant variation persists 
even when factoring in healthcare-related 
expenditures as a percentage of GDP (Figure 1).
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FIGURE 1 

Social protection spending in Africa lags other regions in the world 

Source: ILO, World Social Protection Report 2020–2022. Figure 2.10. Public social protection expenditure (excluding health) 
as  per cent of GDP is for 2020 or latest available year. Domestic general government health expenditure as  per cent of GDP 
is based on 2018 data. 

FIGURE 2

Subregional discrepancy in social protection expenditure 

Source: ILO, World Social Protection Report 2020–2022. Figure 2.2. Public social protection expenditure (excluding health) 
as  per cent of GDP. Based on ILO, World Social Protection Database and World Bank World Development Indicators. 

Note: Data available for 140 countries. The poverty threshold used is daily income of US$3.20 (2011 PPP).	
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Significant disparities emerge at the 
subregional level concerning social protection 
spending (Figure 2). Notably, Northern Africa 
demonstrates a higher expenditure at 7.7 
per cent of GDP, while countries in the four 
other sub-regions report a considerably 
lower spending rate of only 2.2 per cent of 
their GDP. Among individual countries, Egypt, 
Algeria, and Tunisia stand out for allocating 
the highest percentages of GDP to social 
protection expenditure (excluding healthcare) 
at 9.5 per cent, 8.9 per cent, and 7.5 per cent, 
respectively, followed by Mauritius (6.8 per 
cent) and Seychelles (6.4 per cent). In sharp 
contrast, 16 countries dedicate less than 1 
percent of their GDP to social protection, 

with Guinea (0.5 per cent), Liberia (0.4 per 
cent), Burkina Faso (0.1 per cent), and Togo 
(0.1 per cent) recording the lowest spending 
levels based on the latest available data.

The impact of social protection as a poverty 
reduction tool becomes apparent when 
correlating social protection expenditure with 
the poverty headcount ratio across African 
countries. Figure 3 illustrates that nations 
with the highest public social expenditure as 
a share of GDP tend to record lower poverty 
headcount ratios. Conversely, countries 
allocating fewer resources to social protection 
often exhibit higher poverty rates.

FIGURE 3

Higher social protection expenditure correlated with lower poverty rates in African countries 

Source: ILO, World Social Protection Report 2020–2022. Figure 2.2. Public social protection expenditure (excluding health) 
as  per cent of GDP. Based on ILO, World Social Protection Database and World Bank World Development Indicators. 

Note: Data available for 140 countries. The poverty threshold used is daily income of US$3.20 (2011 PPP).			 
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3. Challenges in social protection 
financing in Africa 

4	 UNDP, 2017. “Income Inequality Trends in Sub-Saharan Africa: Divergence, Determinants and Consequences.” https://www.undp.org/
africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences.

5	 Ibid. A resource-dependent country is identified as a country where resources contribute at least 50.0 per cent of total export value.
6	 OECD/ATAF/AUC (2023), Revenue Statistics in Africa 2023, http://oe.cd/revstatsafrica.
7	 ILO Statistics in Africa. https://ilostat.ilo.org/data/africa/#.

Just as the COVID-19 crisis has laid bare 
significant shortcomings in social protection 
coverage, inclusiveness, and adequacy 
in Africa, it has also emphasized the 
urgent need to invest more extensively in 
comprehensive social protection systems 
that protect the vulnerable population from 
further shocks. This is particularly crucial 
for reinforcing social protection floors that 
can ensure a baseline of income security 
and healthcare accessibility for all. 

A study from UNDP emphasizes that social 
protection coverage is too low in Africa to 
significantly reduce inequality.4 The study 
revealed some economic, social, and political 
trends in social protection in Africa: a) A high 
GDP growth does not necessarily translate 
into higher social protection spending; b) 
Democratically governed countries are more 
likely to invest a larger share of their GDP in 
public social expenditure; c) Middle Income 
Countries tend to spend more than Low 
Income Countries on social protection; d) Non-
resource dependent countries spend more on 
social protection than resource-dependent 
countries.5 In recent years, African nations 
have encountered multifaceted challenges that 
hinder the establishment and sustainability of 
comprehensive social protection systems: 

Limited fiscal capacity: Many African countries 
face constraints in their fiscal capacity, with 
limited resources allocated to social protection 
programs due to competing priorities such as 
infrastructure, public health, agriculture, and 
education. This stems from the inadequate 
revenue mobilization, with an average tax-
to-GDP ratio across Africa at 15.6 per cent 
in 2021, compared to other regions such as 
Asia and the Pacific (19.8 per cent) and Latin 
America and the Caribbean (21.7 per cent).6 
This limitation hampers the ability to expand 
and sustain comprehensive social protection 
systems. Recent economic uncertainty from 
the pandemic and the ensuing financial 
volatility constrains the allocation of sufficient 
resources to social protection programs. 

Unemployment and informality: High levels of 
unemployment, particularly among the youth, 
pose challenges for funding social protection. 
Additionally, a significant portion of the African 
workforce operates in the informal sector, often 
excluded from formal social protection schemes 
due to irregular income streams and lack of 
formal employment. It is estimated that 83.1 per 
cent of Africa’s workforce is informally employed 
in 2024, with an even higher rate among 
women (87.3 per cent) than men (80 per cent).7 

https://www.undp.org/africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences
https://www.undp.org/africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences
http://oe.cd/revstatsafrica
https://ilostat.ilo.org/data/africa/#
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Social protection programs often focus on the 
chronically poor in rural areas and are unable to 
protect informal sector workers in urban areas. 

Dependency on external funding: Several African 
nations heavily depend on external funding, 
grants, and loans from international donors, 
multilateral institutions, and development 
partners to support social protection programs. 
While these funds have been instrumental 
in kickstarting and sustaining programs, 
dependence on external sources introduces 
vulnerability to global economic climate, while 
high levels of informality in the labor market 
complicates revenue generation. Due to the lack 

8	 ILO (2021). Africa Regional Social Protection Strategy, 2021-2025. https://www.ilo.org/publications/
africa-regional-social-protection-strategy-2021-2025.

of public financing for social protection benefits 
in Africa, bilateral and multilateral donors have 
become the main funders of noncontributory 
social protection in many African countries. 
This has as a result influenced the type of 
social protection programs provided, including 
their design and implementation, sometimes 
with little input from national stakeholders. 
ILO’s Africa Regional Social Protection 
Strategy (2021-2025) highlights the need for 
greater national ownership in the development 
and financing of social protection that are 
responsive to national needs and priorities.8 

https://www.ilo.org/publications/africa-regional-social-protection-strategy-2021-2025
https://www.ilo.org/publications/africa-regional-social-protection-strategy-2021-2025
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4. Africa’s social protection 
financing gap 

9	 ILO (2024). Cattaneo, U., Schwarzer, H., Razavi, S., Visentin, A. Financing gap for universal social protection: Global, regional and national 
estimates and strategies for creating fiscal space, ILO Working Paper 113 (Geneva, ILO). https://doi.org/10.54394/FGPM3913. 

10	 The benefit level for each of the five categories are defined as: For children, the cash transfer benefit is defined as 25 per cent of the 
national poverty line. For mothers of newborns, the cash benefit is set at 100 per cent of the national poverty line, for a duration of four 
months around childbirth to give protection during the critical period when mothers and newborns are most vulnerable. For persons with 
severe disabilities and in old-age, the amount of the benefit is set at 100 per cent of the national poverty line. For the unemployed, the 
social protection benefit is also set at 100 per cent of the national poverty line for 26 weeks. The financing gap in the five social protec-
tion guarantees includes a 5 per cent administrative cost, given that non-contributory schemes usually entail high initial set-up costs 
and the need to procure assets to support delivery. Source: ILO (2024). 

11	 ILO (2024). 

A key challenge hindering Africa’s ability to 
address the need of its vulnerable populations 
effectively is the significant financing gap 
in social protection. The financing shortfall 
impedes the establishment of robust social 
protection systems, which not only jeopardizes 
the well-being of individuals and communities 
but also undermines efforts to achieve 
sustainable development goals. A recent ILO 
working paper9 provides regional and global 
estimates of the costs and financing gaps to 
achieve SDG targets relating to social protection 
and healthcare – target 1.3 (Implement 
nationally appropriate social protection 
systems and measures for all, including floors, 
and by 2030 achieve substantial coverage of 
the poor and the vulnerable) and target 3.8 
(Achieve universal health coverage, including 
financial risk protection, access to quality 
essential health-care services and access to 
safe, effective, quality and affordable essential 
medicines and vaccines for all). Analysis from 
the paper compares the monetary resources 

needed to provide a basic social security 
guarantee to those who are eligible but aren’t 
receiving any. The financing gap represents 
the additional expense needed to achieve 
100 per cent social protection coverage as 
indicated by SDG indicator 1.3.1 and 3.8.1; 
the results are shown in Figure 4 below. 

The annual financing shortfall for achieving five 
key social protection guarantees (not including 
healthcare)10 is estimated to be approximately 
1.3 per cent of GDP for all middle- and low-
income countries in the world. The financing 
gap per annum for African countries is nearly 
fivefold, at equivalent to 6.2 per cent of the 
GDP, higher than in Latin America and the 
Caribbean (1.7 per cent), Asia and the Pacific 
(0.8 per cent), and the Arab States (4.5 per 
cent). Africa is also faced with a particularly 
high financing gap for essential healthcare at 
11.4 per cent of the GDP, meaning a combined 
financing shortfall of 17.6 per cent of the GDP.11

https://doi.org/10.54394/FGPM3913
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FIGURE 4

Africa’s financing gap for achieving universal social protection coverage per year, as percentage 
of GDP, 2024

Source: ILO (2024). Cattaneo, U., Schwarzer, H., Razavi, S., Visentin, A. Financing gap for universal social protection: Global, 
regional and national estimates and strategies for creating fiscal space, ILO Working Paper 113 (Geneva, ILO). https://doi.
org/10.54394/FGPM3913. 

12	 OECD/ATAF/AUC (2023), Revenue Statistics in Africa 2023, http://oe.cd/revstatsafrica. 

When measured in absolute terms (2024 US 
dollars), Africa’s annual social protection 
financing deficit stands at $525.6 billion, of 
which health spending alone represents a gap 
of $339.7 billion, while the remaining five benefit 
areas contribute to an additional $186 billion. 
This includes $95.3 billion for children (3.2 per 
cent of GDP), $32.4 billion for persons with 
disability (1.1 per cent), $28.4 billion for old-age 
benefits (0.9 per cent), $21.3 billion to cover 
unemployment benefits (0.7 per cent), and $8.6 
billion for mothers with newborns (0.3 per cent). 

This discrepancy is further underscored by 
comparing it to current tax-to-GDP levels 
in Africa, which stood at 15.6 per cent in 
2021, according to the OECD Global Revenue 
Statistics Database12. This implies that meeting 
the financing gap to provide critical universal 
coverage to populations in Africa surpass 
the annual revenue inflows, signifying an 
urgent need to mobilize substantial, additional 
resources to enable the governments to offer 
essential coverage for their population.

https://doi.org/10.54394/FGPM3913
https://doi.org/10.54394/FGPM3913
http://oe.cd/revstatsafrica
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5. Opportunities to expand 
effective social protection 
coverage

13	 UNDP, 2017. “Income Inequality Trends in Sub-Saharan Africa: Divergence, Determinants and Consequences.” https://www.undp.org/
africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences.

14	 Ibid. 

Despite government commitments to extending 
social protection in Africa, the above analysis 
underscores that the challenge of financing 
remains a formidable hurdle. Addressing 
these challenges requires concerted efforts, 
innovative financing mechanisms, stronger 
governance structures, and a holistic approach 
involving governments, civil society, the private 
sector, and international partners to build 
sustainable and inclusive social protection 
systems tailored to the continent’s diverse 
needs. There have been some examples 
of innovative approaches by governments 
and development partners to improve 
effective coverage, particularly in response 
to the emergency situation of COVID-19. 

Better targeting of social protection to the 
poorest. Efforts are being made to target 
vulnerable groups such as children, elderly 
individuals, persons with disabilities, and 
women, recognizing their specific needs 
and vulnerabilities. Cash transfer programs, 
food assistance, and targeted healthcare 
interventions aim to support these segments of 
the population. UNDP suggests that an increase 
in the value of transfer to the poorest quintiles 
has greater impact on reducing inequality, 
rather than improvement in coverage rates. 
Empirical evidence suggests that the targeting 

of the poorest quintile is often a strong indicator 
of positive outcomes from social protection 
provision in terms of poverty and inequality 
reduction. When faced with limited social 
protection budgets, countries should consider 
increasing the coverage of the poorest quintile 
(rather than overall coverage ratio) as well as 
an increase in the unit value of transfers, which 
is correlated with a reduction in inequality.13 

Diversifying social protection instruments. 
Social protection systems in Africa should 
continue to diversity objectives and 
instruments to enhance protection for all. 
The non-contributory social safety net 
programs focused on rural poverty, can act as 
foundations for fostering resilience against 
climate and other shocks. These programs 
play a crucial role in enhancing human capital, 
cultivating more productive and resilient 
livelihoods, and advancing the empowerment 
of women. Additionally, the effectiveness 
of social safety nets can be augmented by 
incorporating contributory instruments to assist 
vulnerable, urban informal sector workers to 
better manage risks and improve resilience 
in the face of unforeseen challenges.14

https://www.undp.org/africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences
https://www.undp.org/africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences
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Leveraging innovative technology to build 
stronger delivery systems. The capacity of 
governments to broaden social safety nets 
hinges upon the robustness of their delivery 
systems, particularly through wide-coverage 
and dynamic social registries with reliable and 
accurate data. Notably, 19 countries in West and 
Central Africa, with support from the World Bank, 
implemented cash transfers and employment 
assistance targeting the poorest communities, 
benefiting approximately 50 million individuals.15 
Togo, Nigeria, and the Democratic Republic 
of Congo explored innovative approaches to 
rapidly identify, assess, enroll, and disburse 
funds to individuals, even in instances where 
pre-existing systems were limited, and social 
registries were small. This involves building 
foundational identification systems such as 
those currently being rolled out across ECOWAS 
countries; developing more dynamic and 
adaptive social registries which can be built 
and updated using novel data sources and 
technologies; rolling out digital government 
to person (G2P) payment systems; and 
reinforcing the linkage between social protection 
programs to climate early warning systems.16

Extending fiscal space for social 
protection. Given the crucial role and 
positive impact of effective social protection, 
there is urgent need to improve budgetary 
allocation and international financing 
assistance for social protection in Africa: 

•	 Mobilizing additional tax revenue for social 
protection. African governments have had to 
compete for foreign investment through tax 
incentives to multinational corporations. Such 
tax incentives often lead to an unnecessary 

15	 Ibid. 
16	 Ibid. 
17	 ILO (2024). 
18	 OSAA, 2022. “Financing for Development in the Era of COVID-19: The Primacy of Domestic Resources Mobilization”. https://www.

un.org/osaa/content/financing-development-era-covid-19-primacy-domestic-resources-mobilization.
19	 ILO (2024). 

loss of revenue which could be used to 
enhance social protection coverage, therefore 
governments should examine tax exemptions 
and concessions and eliminate efficiencies 
to free up additional fiscal space.17 OSAA’s 
2022 Flagship Report centers domestic 
resource mobilization (DRM) as the main 
driver towards meeting Africa’s development 
financing needs, and demonstrates that 
Africa loses $46 billion annually in potential 
taxes that are not collected due to redundant 
tax incentives.18 There is a need for countries 
to prioritize re-evaluating and rationalizing 
their tax incentives through a holistic 
approach that aligns the country’s investment 
promotion goals with their DRM strategies. 

•	 Reducing regressive fossil fuel subsidies. 
ILO analysis shows that African countries 
allocate an overall 9.4 per cent of their GDP 
on fuel subsidies (2.2 per cent on explicit 
fuel subsidies and 7.2 per cent on implicit 
fuel subsidies), compared to 11.4 per cent 
in Asia and the Pacific, 5.2 per cent on Latin 
American and the Caribbean, and 18.6 per 
cent in Europe and Central Asia.19 This 
complies with the general trend indicates 
that low-income countries spend less on fuel 
subsidies. However, given Africa’s 17.6 per 
cent social protection financing gap, removal 
of regressive fuel subsides represent a great 
opportunity to free up additional fiscal space 
and enable increased investments to cover 
the existing social protection financing gap.

•	 Boosting international climate financing 
to strengthen resilience. Social protection 
is a resilience building tool that helps 
strengthen coping and adaptive capabilities 

https://www.un.org/osaa/content/financing-development-era-covid-19-primacy-domestic-resources-mobilization
https://www.un.org/osaa/content/financing-development-era-covid-19-primacy-domestic-resources-mobilization
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of vulnerable populations in Africa against 
the compounding risks from natural disaster 
shocks, conflict and instability, and hunger 
and malnourishment. It is recognized as a 
central enabling factor for more inclusive 
and equitable climate action. However, 
countries in Africa will not be able to fulfill 
their climate financing needs using domestic 
resources alone. It is important to leverage 
international climate financing to help 
reinforce and adapt social protection systems 
to ensure they are better prepared against 
climate shocks.20 The World Bank highlights 
the use of pre-arranged financing for shock 
response programs that can rapidly mobilize 
support to households hit by shocks, using 
instruments such as disaster response funds 
and sovereign insurance and integrated by 
a coordinated risk-layering approach.21

•	 Curbing illicit financial flows. Africa is 
estimated to hemorrhage $88.6 billion per 
annum due to illicit financial flows (IFFs), 
equivalent to 3.7 per cent of the continental 
GDP.22 Africa is particularly vulnerable to 
IFFs stemming from trade and tax abuse, 
accounting for 65 per cent of all IFFs from 
the region.23 Tax evasion, aggressive tax 
planning, and trade mispricing reduce 
much-need resources for social protection 
and Africa’s efforts towards attaining the 
SDGs and Agenda 2063. Base erosion and 
profit shifting (BEPS) due to multinational 

20	 Ibid. 
21	 Paolo Belli, Christian Bodewig, Robert S. Chase, Dhushyanth Raju, 2022. “Seizing the crisis moment: Advancing social protection in 

Africa”. https://blogs.worldbank.org/africacan/seizing-crisis-moment-advancing-social-protection-africa#:~:text=Pandemic%20
exposed%20limitations%20of%20social,sector%20workers%20in%20urban%20areas.

22	 UNCTAD, 2020. Economic Development for Africa Report 2020: Tackling illicit financial flows for sustainable development in Africa. 
https://unctad.org/publication/economic-development-africa-report-2020.

23	 AU/ECA. Report of the High Level Panel on Illicit Financial Flows from Africa. 2015. https://repository.uneca.org/handle/10855/22695.
24	 OSAA, 2023. “Solving paradoxes of Africa’s development: financing, energy and food systems”. https://www.un.org/osaa/content/

solving-paradoxes-development-africa-financing-energy-and-food-systems.

enterprises exploiting gaps and mismatches 
between different countries’ tax systems 
adversely affect revenue generation for 
African countries. IFFs is at the core of 
Africa’s financing paradox by undermining 
the efforts to mobilize resources and collect 
taxes, surpassing the amount received 
annually in Foreign Direct Investment 
(FDI) and Official Development Assistance 
(ODA) combined. By curbing IFFs, Africa 
increase government revenue by almost 
3 per cent of its GDP on average.24 This 
provides a venue to extend available fiscal 
space that could be channeled towards 
social protection and resilience building.

To further illustrate the scope of social 
protection challenges in Africa and potential 
opportunities to expand coverage through 
sustainable financing policies, the next section 
takes a deep dive into a case study on the 
country of Rwanda. It aims to provide detailed 
analysis about the country’s fiscal space issues, 
modelled costs of a portfolio of social protection 
benefits, and opportunities for mobilizing 
additional social protection financing. Although 
Rwanda is not representative of the entire 
continent, the case study looks into the social 
protection financing gap from a country-level 
perspective and provides recommendations 
for policy actions based on country context. 

https://blogs.worldbank.org/africacan/seizing-crisis-moment-advancing-social-protection-africa#:~:text=Pandemic%20exposed%20limitations%20of%20social,sector%20workers%20in%20urban%20areas
https://blogs.worldbank.org/africacan/seizing-crisis-moment-advancing-social-protection-africa#:~:text=Pandemic%20exposed%20limitations%20of%20social,sector%20workers%20in%20urban%20areas
https://unctad.org/publication/economic-development-africa-report-2020
https://repository.uneca.org/entities/publication/b49325f9-4396-5882-8d56-88117f079086
https://www.un.org/osaa/content/solving-paradoxes-development-africa-financing-energy-and-food-systems
https://www.un.org/osaa/content/solving-paradoxes-development-africa-financing-energy-and-food-systems
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6. Case study on social protection 
financing in Rwanda

25	 ILO World Social Protection Data Dashboards. https://www.social-protection.org/gimi/WSPDB.action?id=19.
26	 WHO, 2019. Rwanda: the beacon of Universal Health Coverage in Africa. https://www.afro.who.int/news/rwanda-beacon-universal-

health-coverage-africa#:~:text=This%20is%20how%20Rwanda%20implemented,need%20them%2C%20without%20financial%20
hardship.

27	 Ibid. 
28	 ILO World Social Protection Data Dashboards.
29	 IMF, World Economic Outlook, October 2023. 
30	 OECD/AUC/ATAF (2023), Revenue Statistics in Africa 2023. 

The current social protection landscape of 
Rwanda paints a mixed picture of both progress 
and limitations. With a population 12.6 million 
and high level of informal employment at 68.9 
per cent, only 8.9 per cent of the population 
are covered by at least one formal social 
protection benefit, lower than the African 
average of 17.4 per cent and world average 
of 46.9 per cent.25 On the other hand, Rwanda 
has been named the “beacon of Universal 
Health Coverage in Africa” by the WHO for the 
country’s achievements in extending healthcare 
coverage to its population.26 The country has 
achieved a vaccination coverage rate over 
90 percent;27 and 83 percent of the Rwandan 
population are affiliated to a social health 
protection scheme.28 This case study seeks to 
analyze the strengths and weakness in Rwanda’s 
social protection system, assess the gaps in 
the financing framework, and highlight areas 
of opportunities for social protection reform 
within the public financial management cycle. 

Public finance in Rwanda 

Government revenue and expenditure 
as a percentage of GDP in Rwanda have 
both increased steadily since 2000. 

Expenditure-to-GDP ratio increased from 
28.2 percent in 2019 to 33.4 percent in 2020 
to meet the urgent spending needs from 
the COVID-19 pandemic, while revenue-to-
GDP held steady around 23.9 percent, higher 
than the African average. This has led to a 
widening fiscal deficit over the years, as seen 
in Figure 5. In 2021, for example, revenue-
to-GDP ratio (24.6 percent) falls short of 
expenditure-to-GDP (31.6 percent).29

The largest component of Rwanda’s tax revenue 
comes from value added taxes (VAT) as of 
2021, account for 30 percent (Figure 6). This is 
followed by personal income tax (22 percent), 
corporate income tax (21 percent), and taxes 
on goods and services (21 percent). Social 
security contributions account for merely 
6 percent, compared to African continental 
average of 8 percent and Latin America and 
the Caribbean average of 17 percent.30

https://www.social-protection.org/gimi/WSPDB.action?id=19
https://www.afro.who.int/news/rwanda-beacon-universal-health-coverage-africa#:~:text=This%20is%20how%20Rwanda%20implemented,need%20them%2C%20without%20financial%20hardship
https://www.afro.who.int/news/rwanda-beacon-universal-health-coverage-africa#:~:text=This%20is%20how%20Rwanda%20implemented,need%20them%2C%20without%20financial%20hardship
https://www.afro.who.int/news/rwanda-beacon-universal-health-coverage-africa#:~:text=This%20is%20how%20Rwanda%20implemented,need%20them%2C%20without%20financial%20hardship
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FIGURE 5 

Rwanda’s widening fiscal deficit, 2000-2021

Source: IMF, World Economic Outlook, October 2023. 

FIGURE 6

Tax structure of Rwanda in 2021

Source: OECD/AUC/ATAF (2023), Revenue Statistics in Africa 2023, OECD Publishing, Paris. 
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Assessment of current 
social protection system 
and financing framework 

The social protection sector in Rwanda is guided 
by the National Social Security Policy (2009) and 
the National Social Protection Policy (2020 – 
2024). Contributory schemes established by the 
Rwanda Social Security Board (RSSB) reach only 
formal workers.31 While health coverage reaches 
over 80 percent of the population, overall social 
protection coverage is low in Rwanda, with 
only 8.9 percent of the population covered by 
at least one social protection benefit, based on 
official data for SDG indicator 1.3.1. Coverage 
for work injury (9.3 per cent) is relatively higher 
when compared to other categories, yet Rwanda 
is lacking the most in unemployment benefit, 
disability benefit, and maternity benefit.32

Among the working-age population, old-
age and disability coverage are the highest, 
with 83 percent receiving coverage from 
contributory mandatory and contributory 
voluntary schemes (Figure 7). Coverage for 
work-related injury is available to 26.5 percent 
of the working population, while maternity 

31	 ILO. https://www.social-protection.org/gimi/ShowCountryProfile.action?iso=RW.
32	 ILO World Social Protection Dashboards.
33	 Source: ILO World Social Protection Dashboards.
34	 The New Times, 2023. “Rwanda mulls creation of unemployment insurance scheme”. https://www.google.com/search?q=rwanda+socia

l+protetion+for+unemployment&rlz=1C1GCEV_enUS973US973&oq=rwanda+social+protetion+for+unemployment&gs_lcrp=EgZjaHJvb
WUyBggAEEUYOdIBCDUwODNqMGo5qAIAsAIA&sourceid=chrome&ie=UTF-8#ip=1.

benefit is available for only 18.7 percent. 
Given the high informality rate of 68.9 percent 
in the labor market, this reflects serious 
limitations in the social protection system.33

Currently, there is no provision for 
unemployment benefits under Rwandan labor 
legislation. However, employees are entitled 
to terminal benefits if they have served for at 
least 12 consecutive months prior to contract 
termination. Recent progress has been made at 
a capacity building workshop on unemployment 
protection organized by the ILO in October 2023. 
This brought together the Ministry of Public 
Service and Labour, Rwanda Social Security 
Board (RSSB), the Ministry of Finance and 
Economic Planning and Rwanda Development 
Board. The workshop advocated an approach 
in pursing unemployment protection that can 
be achieved through unemployment insurance 
or assistance and is strategically linked with 
active labor market policies. ILO conventions will 
provide guidance for how the benefits should 
be designed, how long a person should have 
contributed to the unemployment insurance 
to be eligible, and the scale of the benefit.34

https://www.social-protection.org/gimi/ShowCountryProfile.action?iso=RW
https://www.google.com/search?q=rwanda+social+protetion+for+unemployment&rlz=1C1GCEV_enUS973US973&oq=rwanda+social+protetion+for+unemployment&gs_lcrp=EgZjaHJvbWUyBggAEEUYOdIBCDUwODNqMGo5qAIAsAIA&sourceid=chrome&ie=UTF-8#ip=1
https://www.google.com/search?q=rwanda+social+protetion+for+unemployment&rlz=1C1GCEV_enUS973US973&oq=rwanda+social+protetion+for+unemployment&gs_lcrp=EgZjaHJvbWUyBggAEEUYOdIBCDUwODNqMGo5qAIAsAIA&sourceid=chrome&ie=UTF-8#ip=1
https://www.google.com/search?q=rwanda+social+protetion+for+unemployment&rlz=1C1GCEV_enUS973US973&oq=rwanda+social+protetion+for+unemployment&gs_lcrp=EgZjaHJvbWUyBggAEEUYOdIBCDUwODNqMGo5qAIAsAIA&sourceid=chrome&ie=UTF-8#ip=1
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FIGURE 7

Formal social protection coverage among Rwanda’s working-age population (percentage) 

Source: ILO World Social Protection Dashboards. 

35	 UNICEF Rwanda. November 2022. Social Protection Budget Brief. Investing in Inclusiveness 2022/2023. https://www.unicef.org/
rwanda/media/4626/file/Social-Protection-Budget-Brief-2022-2023.pdf.

36	 World Bank Group. World Development Indicators. 
37	 UNICEF Rwanda. November 2022.
38	 Ibid. 

The government of Rwanda has allocated more 
funding to social protection in recent years in 
response to the needs of poor and vulnerable 
households. The budget for the social protection 
sector constituted 5.3 per cent of the national 
budget in the 2022/2023 cycle, up from 4.3 
per cent in 2021/2022, according to a Social 
Protection Budget Brief produced by UNICEF.35

To put things in perspective, the latest data 
from the World Bank’s World Development 
Indicators show that general government health 
expenditure is equivalent to about 2.9 per cent 
of GDP, education expenditure accounted for 3.8 
per cent, while military expenditure is around 
1.4 per cent of GDP.36 Rwanda’s government 
budget for non-contributory social protection, on 
the other hand, was at 2 per cent of GDP in the 

2022/2023 budget cycle.37 This indicates that 
social protection exceeds military spending but 
lags behind education and health expenditure. 

Rwanda’s flagship Vision 2020 Umurenge 
Programme (VUP) is an Integrated Local 
Development Program to accelerate poverty 
eradication, rural growth, and social protection. 
A closer look into the budget allocation to 
key social protection programs reveals that 
VUP interventions dominate Rwanda’s social 
protection budget, accounting for three-quarters 
of all social protection spending, at FRW 92.7 
billion in 2022/2023 (Figure 8). Budget allocation 
has also increased for district provided social 
protection, nutritional support, health financing, 
as well as refugees and emergency assistance.38

https://www.unicef.org/rwanda/media/4626/file/Social-Protection-Budget-Brief-2022-2023.pdf
https://www.unicef.org/rwanda/media/4626/file/Social-Protection-Budget-Brief-2022-2023.pdf
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FIGURE 8

Budget allocation to social protection key programs in Rwanda

Source: UNICEF Social Protection Budget Brief 2022/2023. 

39	 World Bank Group. World Development Indicators.

The 2017 ILO report “Universal Social Protection 
Floors: Costing Estimates and Affordability in 57 
Lower Income Countries” provides analysis using 
the Resource availability (tax and ODA) and Social 
Protection Floors costs ratio, to estimate the 
affordability of Social Protection Floors (SPF) in 
different countries, where countries with most 
critical conditions have an average affordability 
ratio of below 2.8. Rwanda has an SPF 
affordability ratio of 9.5 (Table 2), higher than 
many African countries but lower than Morocco 
(15.6) and Cabo Verde (15.4). This suggests 
that the government has available resources 

from revenue and ODA to fund social protection 
programs compared to other countries. However, 
Rwanda had a revenue-to-GDP ratio of 15.1 per 
cent in 2020, below some other African countries 
such as South Africa (23.3 per cent), Seychelles 
(30.6 per cent), and Namibia (31.2 per cent), and 
the country has experienced widening fiscal 
gap in recent years (figure 5).39 Therefore, there 
is room to further increase domestic resource 
mobilization by expanding the tax base and 
diversifying revenue resources would provide 
additional resources to finance social protection. 
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TABLE 2

Affordability of Social Protection Floors in Rwanda

INDICATOR RWANDA 
PERFORMANCE ASSESSMENT 

Resource availability (tax and ODA) to Social Protection 
Floors costs, ratio 

9.5 Higher affordability 

Debt service spending to Social Protection Floors costs 
(percentage)

43.1 Medium debt/SPF cost

Willingness to support social investments indicator: share 
of spending in public health and public education, as a 
percentage of total government spending

47.0 Higher Willingness to Social 
Investments

Source: ILO, 2017. “Universal Social Protection Floors: Costing Estimates and Affordability in 57 Lower Income Countries”.

40	 ILO, 2017. “Universal Social Protection Floors: Costing Estimates and Affordability in 57 Lower Income Countries”.
41	 OSAA, 2024. “Unpacking Africa’s Debt: Towards a Lasting and Durable Solution”. (pending publication)
42	 Ibid. 
43	 Global Financial Integrity (2021). Trade-Related Illicit Financial Flows in 134 Developing Countries 2009-2018. https://gfintegrity.org/

report/trade-related-illicit-financial-flows-in-134-developing-countries-2009-2018/.
44	 https://www.oecd.org/en/topics/tax-transparency-and-international-co-operation.html.

On the other hand, Rwanda’s debt service 
spending to social protection floors (SPF) costs 
are at an astounding 43.1 percent, compared 
to other African countries like Nigeria (2.4 
percent), Uganda (6.7 percent), and Kenya 
(15.8 percent).40 The impact of indebtedness 
has diverted resources away from key social 
development sectors. Across the African 
continent, debt service costs have nearly 
doubled since 2020. 22 African countries 
allocated more funds toward debt servicing than 
spending on health in 2020, and six countries 
spent more on debt servicing than on education 
in 2022. The low spending on education, health, 
and social protection programs are indicative 
of the fiscal pressure of meeting debt service 
requirements.41 This highlights the significance 
of adopting a comprehensive approach to debt 
sustainability at the national and global level, 
including by reforming the international financing 
and debt architecture, which will make more 
fiscal space available for key social protection 
measures and achieving the SDGs in Africa.42 

 

The Government of Rwanda may also assess 
ongoing budget allocations and eliminate 
inefficiencies in spending programs to free up 
additional fiscal resources. Rwanda lost $185 
million per annum in illicit financial flows (IFFs) 
over the ten-year period between 2009-2018.43 
Although this amount is small compared to 
other African nations (e.g., South Africa $20.4 
billion), this is an opportunity to limit IFFs 
through tax evasion, money laundering, trade 
mispricing and other financial crimes, as a 
means to boost funding for social protection. 
Rwanda has committed to implementing the 
international Standard for Automatic Exchange 
of Financial Account Information in Tax Matters 
(AEOI) by 2025. This makes Rwanda the 120th 
Global Forum member to commit to start 
AEOI by a specific date.44 The government 
of Rwanda made a significant step towards 
tax transparency and combatting tax evasion 
and avoidance, with the establishment of 
the Office of Exchange of Information (EOI) 
in September 2023, which will serve as a 

https://gfintegrity.org/report/trade-related-illicit-financial-flows-in-134-developing-countries-2009-2018/
https://gfintegrity.org/report/trade-related-illicit-financial-flows-in-134-developing-countries-2009-2018/
https://www.oecd.org/en/topics/tax-transparency-and-international-co-operation.html
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central hub for the exchange of information 
between the Rwanda Revenue Authority 
and tax authorities in other countries.45

ILO (2017) also ranks Rwanda as country with 
higher willingness to social investments, based 
on the relatively high share of public health 
and education spending as a percentage of 
government spending. With political will and 
ample resources that could be channeled 
towards social protection from revenue, 
ODA, military spending, and restructuring of 
debt service costs, Rwanda has tremendous 
potential to expand social protection coverage.

There have been projects supported by 
development organizations to improve the 
cost effectiveness of Rwanda’s flagship social 
protection Vision 2020 Umurenge Program 

45	 Rwanda Revenue Authority (RRA). https://www.rra.gov.rw/en/home.
46	 World Bank, 2023. “Strengthening Social Protection Systems in Rwanda to Increase Resilience and Build Human Capital.” https://www.

worldbank.org/en/results/2023/01/04/strengthening-social-protection-systems-in-rwanda-to-increase-resilience-and-build-human-
capital.

(VUP). The World Bank’s Strengthening Social 
Protection Project, for example, increased the 
coverage of core safety net programs from 67 
per cent to 92 per cent of eligible households 
in targeted districts, including 54 per cent of 
female beneficiaries. The project also improved 
timeliness of the delivery of cash transfers 
from 60 percent to nearly 100 percent and 
introduced innovations that made VUP a gender-, 
child-, and nutrition-sensitive program.46

Financing for this project included IDA credit 
of $80 million; a grant of $15 million from 
the Power of Nutrition; $8 million from the 
Global Financing Facility; $140,000 from 
the Energy Sector Management Assistance 
Program (ESMAP); and $750,000 from the 
Global Financing Facility (GFF) for SSPP 
implementation support. This reflects a total 

© Mohamad Al-Arief/ The World Bank

https://www.rra.gov.rw/en/home
https://www.worldbank.org/en/results/2023/01/04/strengthening-social-protection-systems-in-rwanda-to-increase-resilience-and-build-human-capital
https://www.worldbank.org/en/results/2023/01/04/strengthening-social-protection-systems-in-rwanda-to-increase-resilience-and-build-human-capital
https://www.worldbank.org/en/results/2023/01/04/strengthening-social-protection-systems-in-rwanda-to-increase-resilience-and-build-human-capital
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financing of approximately $104 million.47 In 
terms of cost effectiveness, this suggests that it 
cost $4.16 million for each additional percentage 
of eligible households who received core safety 
net program coverage through this project.

Costing estimates for social 
protection benefits package 

Named “the beacon of Universal Health 
Coverage in Africa” by the WHO, Rwanda 
has improved geographical accessibility to 
healthcare through a referral system, where the 
burden of the disease is treated by community 
health workers, and then scaled up to health 
posts, health centers, and to district and 
provincial hospitals when needed. The UHC 
system includes the full range of essential 
health services, from health promotion to 
prevention, treatment, and care to minimize 
out of pocket expense. As a result, 83 percent 
of the Rwandan population are affiliated to a 
social health protection scheme.48 However, 
coverage of other social protection benefits are 
still lacking, as explained in the analysis above. 

This section proposes a package of non-
contributory social protection benefits aimed 
at improving the currently very limited social 
protection coverage in Rwanda, especially for 
those outside the formal workforce. Table 3 

47	 Ibid. 
48	 ILO World Social Protection Data Dashboards. 
49	 The costing tool was accessed as a part of the ILO International Training Centre E-Learning on Public Finance for Social Protection 

Analysts 2023, offered in September – November 2023. 
50	 World Bank Group. World Development Indicators. 

below summarizes the benefits proposed, the 
eligibility and benefit level for each benefit 
category, and the estimate costs based on 
population and economic parameters for 2023, 
using the ILO costing tool for tax-financed social 
protection programs.49 The proposed package 
includes child benefit, household transfer for the 
poor, disability benefits, and old age pension. 

The benefit levels are defined while keeping in 
mind the income level in Rwanda. For example, 
RWF 6,150 (approx. USD 5) is suggested per 
beneficiary for child benefit, old age pension, and 
household transfer. Although this amount is very 
low in USD terms, it is equivalent to 6.4 per cent 
of GDP per capita in 2023, thus it is a sizeable 
sum of money for an average household. 
Disability benefit is defined as somewhat 
higher at RWF 10,000 given the higher costs 
a disabled person is likely to incur in health, 
transportation, food, and supplements, etc.

The proposed package of non-contributory 
social protection benefits amount to a total cost 
of 2.27 percent of GDP in 2023 or 11.45 percent 
of government expenditure (Table 3). Given 
the wide coverage of this package, the cost 
seems reasonable when compared to Rwanda’s 
2022 government spending on education (4.8 
percent of government expenditure), and its 
2020 health spending (7.32 percent of GDP).50
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TABLE 3

Proposed social protection package and estimated costs for Rwanda, 2023 

 NON-
CONTRIBUTORY 

BENEFITS 
ELIGIBILITY 

BENEFIT 
LEVEL 
(RWF)

BENEFIT 
LEVEL 
(US$)

COST 
(RWF)

COST  
( PER CENT 

OF GDP)

COST ( PER CENT 
OF GOVERNMENT 

EXPENDITURE)

Child benefit 0-5 years old 6,150 5 240.3 billion 1.5 7.55

Household transfer 10 per cent of 
households 

6,150 5 33.5 billion 0.21 1.05

Disability 3.48 per cent 
population that 
are disabled

10,000 8.13 42 billion 0.26 1.32

Old age pension 65+ years old 6,150 5 48.7 billion 0.3 1.53

TOTAL       364.4 billion 2.27 11.45

Source: ILO costing tool for tax-financed social protection programs. Accessed as a part of the ILO International Training 
Centre E-Learning on Public Finance for Social Protection Analysts 2023. 

51	 ILO World Social Protection Data Dashboards. 

 
Prioritization and gradual 
implementation of 
benefit program 

Effective coverage of Rwanda’s formal social 
protection system is 5.2 percent for children, 1.1 
percent for disability, 3.1 percent for old age, and 
4.1 percent for vulnerability, according to data 
from the ILO.51 Therefore, given the current scale 
of social protection coverage in Rwanda and the 
government’s limited fiscal space, it is important 
to prioritize disability benefit and old age pension, 
which are the weakest links. The government 
may choose to introduce these two benefits 
first and roll out child benefit and household 
transfer programs further down the line. 

The disability benefit will cover 3.48 percent 
of the population that is disabled. The child 
benefit targets children in Rwanda under 

the age of 5. Given the logistical cost and 
efforts of implementation, it is advisable for 
the government to start the implementation 
with 25 percent of the targeted beneficiaries, 
for example, and gradually roll it out to 
other children over time. Once the program 
is under implementation and proven to be 
effective, the government can also consider 
expanding child benefit to include older, 
school-age children (e.g., 6-12 years old). 

The household transfer program targets the 
most vulnerable households in the country; 
thus, it is important to take into consideration 
current circumstance and scale up the benefits 
to include additional households in times 
of emergency (e.g., natural disasters, public 
health emergencies). When sufficient funding 
has been mobilized, the government can also 
choose to scale up all benefit categories 
(e.g., by 20 percent in benefit amount).



TOWARDS SUSTAINABLE FINANCING FOR SOCIAL PROTECTION IN AFRICA     25    

Medium-term costing 
for proposed social 
protection package 

Medium-term costing analysis, which factors 
into projected GDP growth and inflation, 
suggests that by 2025, the proposed social 
protection package would cost 2.24 percent of 
GDP in 2025 and 11.22 percent of government 
expenditure (Table 4). This would put pressure 
on Rwanda’s fiscal space, and it would require 
significant efforts to mobilize sustainable 
financing. Latest revenue and expenditure data 
suggest that in 2021, revenue-to-GDP ratio in 
Rwanda was 24.6 per cent, considerably lower 
than the expenditure-to-GDP (31.6 per cent).52 
In order to finance the proposed package which 
would cost in excess of 2 per cent of the GDP, 
the government of Rwanda needs to ramp up 
domestic resource mobilization measures. 

52	 IMF, World Economic Outlook, October 2023.

In addition, development partner support has 
played a crucial role in social protection in 
African countries including Rwanda, where many 
programs have been implemented with funding 
provided by UNICEF, WHO, UNDP, World Bank, 
IMF, African Development Banks, and developed 
countries. In this regard, the government of 
Rwanda should work with UN agencies to 
design the benefit package and secure the 
initial funding for program design, roll-out, 
and early implementation from development 
partners. This reduces the financial burden on 
the government and allows for evaluation of 
program effectiveness after the first 3-5 years. If 
successful, the government can finance longer-
term implementation of the program through 
the domestic resource mobilization efforts. 

TABLE 4 

Medium-term costed plan for proposed social protection package, 2023-2035 

COST (RWF BILLIONS, 2022 PRICES)

2023 2025 2030 2035

Child benefit 240.3 264.6 346.8 460.1

Disability benefit 42.0 48.6 70.5 103.0

Old age pension 48.7 59.8 101.8 151.1

Household transfer 33.5 38.3 54.2 76.6

PERCENTAGE OF GDP 

2022 2025 2030 2035

Child benefit 1.09 per cent 1.44 per cent 1.33 per cent 1.25 per cent

Disability benefit 0.19 per cent 0.26 per cent 0.27 per cent 0.28 per cent

Old age pension 0.21 per cent 0.33 per cent 0.39 per cent 0.41 per cent

Household transfer 0.15 per cent 0.21 per cent 0.21 per cent 0.21 per cent

TOTAL 1.64 per cent 2.24 per cent 2.20 per cent 2.15 per cent

Source: ILO costing tool for tax-financed social protection programs. Accessed as a part of the ILO International Training 
Centre E-Learning on Public Finance for Social Protection Analysts 2023. 
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Opportunities to extend social 
protection coverage in Rwanda 

The above analysis demonstrates that Rwanda 
is rated relatively high in Social Protection Floors 
(SPF) affordability and political will for social 
investment, and the government has allocated 
increasing funding to the social protection 
sector as a share of the national budget over 
recent years, yet high debt servicing costs 
and illicit financial flows present a significant 
opportunity cost. Advancing social protection 
coverage in Rwanda in priority areas such as 
disability, old age, child benefit, and vulnerability 
will require efforts to leverage support for the 
proposed social protection reform within the 
public financial management (PFM) system. 
There are policy measures that the government 
may consider to in order expand the fiscal 
space and develop an enabling environment 
for improving social protection in Rwanda: 

Factor social protection financing into medium-
term fiscal planning. The Government of 
Rwanda adopted the 2020-2024 National Social 
Protection Policy to guide all interventions 
addressing various forms of vulnerability, 
including old age, disability, genocide survivors, 
and other vulnerable groups. It called for 
more ambitious, inclusive, and preventative 
approaches to social protection against a 
range of risks for its citizens.53 The COVID-
19 pandemic, however, reversed poverty 
reduction gains of the past decades, presenting 
considerable challenges for progress in this 
sector. At the national level, the government 
should integrate the considerations for social 
protection programs into the budget planning 
cycle and the medium-term expenditure 
framework (MTEF). By mapping out expenditure 
for social protection programs over a 

53	 UNICEF Rwanda. November 2022. Social Protection Budget Brief. Investing in Inclusiveness 2022/2023.
54	 IMF. African Dept. (2023). Rwanda: Selected Issues. IMF Staff Country Reports, 2023(423), A001. https://doi.

org/10.5089/9798400261046.002.A001

three-to-five year period, the government will 
be able to dedicate resources to programs 
designed to protect the most vulnerable 
population and reduce their reliance on ad-hoc 
budget reallocation in the case of emergencies. 

Diversify tax base and increase efficiency of 
public expenditure. The largest component of 
Rwanda’s tax revenue comes from value added 
taxes (VAT) followed by personal income tax, 
corporate income tax, and taxes on goods 
and services. Domestic resource mobilization 
especially through the expansion of the tax 
base will bring in additional revenue and 
reduce the fiscal deficit currently burdening the 
government. At the same time, it is important to 
investigate the efficiency and effectiveness of 
government expenditure and eliminate wastage 
and inefficiency, in order to free up additional 
resources for key social protection programs. 

IMF analysis shows that Rwanda’s efforts to 
raise revenue have stagnated in recent years, 
despite significant tax potential, due to a 
narrow tax base not benefiting from structural 
changes in the economy. The most effective 
approach is to adopt a comprehensive strategy 
for increasing tax revenue by adjusting rates, 
broadening domestic tax base, improving 
compliance, and curbing tax evasion.54 The 
following recommended policy actions have 
the potential to increase revenue collection 
that can be channeled to increase social 
protection provision to vulnerable households: 

•	 Increase Value Added Taxes (VAT) collection 
through base broadening. An estimated 2.9 
per cent of GDP could be levied through 
reforms to the VAT. Rwanda’s VAT capacity 
(feasible VAT revenues) was estimated to be 
10 per cent of consumption expenditures, 

https://doi.org/10.5089/9798400261046.002.A001
https://doi.org/10.5089/9798400261046.002.A001
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yet the government is only collecting 50.7 
per cent of feasible VAT revenues. Rwanda 
should implement policies that standard-
rate certain goods that are zero-rated or 
exempt from VAT, to reduce the policy 
gap and lower VAT refunds claims. Base 
broadening will help reduce the compliance 
gap by reducing administration efforts 
and lowering compliance costs.55

•	 More progressive Personal Income Tax 
(PIT). Given the high level of informality in 
the labor force, only a minority of the work 
force are contributing in the form of PIT. 
The government should focus on improving 
equity of the tax system by introducing 
a wealth tax and transitioning to a global 
income tax system in the long run.56

•	 Business friendly Corporate Income Taxes 
(CIT). IMF indicates that tax incentives 
in the past were seldom effective in 
promoting investments, rather 98 per cent 
of the investments would have taken place 
without any incentives in place. Rwanda 
has the potential to mobilize around 0.8 per 
cent of GDP in CIT by reducing corporate 
tax rates; eliminating/grandfathering 
tax incentives; indefinite carry forward 
of losses, and other measures.57 

In 2023, the Cabinet approved comprehensive 
tax reforms that are in line with some of the 
IMF recommendations. The reforms focused 
on VAT, CIT, and Excise Duty, with the objective 
of a tax revenue increase by 1 per cent of GDP 
by FY 2025/26. On VAT, the government will 
exempt VAT on rice and maize flour for imports 
and domestic trade, which will improve food 

55	 Ibid. 
56	 Ibid. 
57	 Ibid. 
58	 https://www.minecofin.gov.rw/news-detail/cabinet-approves-comprehensive-tax-reforms.
59	 Global Financial Integrity, 2021. Trade-related illicit financial flows in 134 developing countries 2009-2018. https://gfintegrity.org/

wp-content/uploads/2021/12/IFFs-Report-2021.pdf.

security and the effectiveness of the school 
feeding program. On CIT, the government is 
reducing the statutory rate from 30 per cent to 
28 per cent, with an eventual target of 20 per 
cent, which is expected to enhance Rwanda’s 
competitiveness and attract further investments. 
On Excise Duty, the government is reducing the 
excise duty on high-end products, especially 
beverages, which will boost the country’s 
tourism and MICE (Meetings, Incentives, 
Conferences, and Exhibitions) industry.58

Rein in illicit financial flows. Rwanda lost an 
average of $185 million per annum in illicit 
financial flows (IFFs) over the ten-year period 
between 2009-2018.59 In order to curb IFFs 
and reduce the negative socioeconomic 
ramifications, the GoR should take necessary 
measures such as a) improving legal framework 
for anti-money laundering and counter terrorism-
financing; b) empowering regulatory and law 
enforcement agencies; c) strengthening law 
enforcement capacity of customs authorities 
to combat trade misinvoicing; d) improving 
trade data quality and actively participating 
in information sharing at the regional and 
local level; e) providing capacity building 
support in tax administration and expenditure 
planning; and f) establishing stronger national 
governance frameworks that facilitate cross-
agency collaboration and information sharing 
among customs, financial intelligence units, 
revenue authorities, and law enforcement.

Channel official development assistance 
(ODA) to key social protection programs. World 
Bank estimates that “net official development 
assistance and official aid received” in Rwanda 
amounted to $1.62 billion in 2020 and $1.31 

https://www.minecofin.gov.rw/news-detail/cabinet-approves-comprehensive-tax-reforms
https://gfintegrity.org/wp-content/uploads/2021/12/IFFs-Report-2021.pdf
https://gfintegrity.org/wp-content/uploads/2021/12/IFFs-Report-2021.pdf
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billion in 2021.60 As developed nations have been 
unable to fulfill their commitment to allocated 
0.7 per cent of their gross national income to 
ODA, the GoC need to work with UN Agencies 
and regional development organizations 
to secure additional ODA allocation, and 
more specifically, request for ODA support 
towards priority social protection programs. 

Leverage continued development partner 
support. In recent years, financing for the 
social protection sector in Rwanda has 
increasingly relied on external resources. In 
the 2022/2023 budget cycle, allocations from 
external resources amount to FRW 139.2 
billion, compared to domestic resources of 
FRW 108.7 billion. UNICEF estimates that 
the domestic share of the social protection 
budget continues to show a downward trend 

60	 World Bank Group. World Development Indicators. 
61	 Ibid. 
62	 Ibid. 

from 62 per cent in 2019/2020 to 43.8 per cent 
in 2022/2023.61 Therefore, the government 
must increase domestic resource mobilization 
for the sector but also recognize the vital 
role of external financing and strengthen 
medium term commitment by donors. Top 
development partners supporting the social 
protection sector include the UK Foreign, 
Commonwealth & Development Office, the 
World Bank, the German Development Bank 
(kfW), the Belgian Development Agency 
(Enabel), ONE UN (UNICEF, WFP, ILO, UNHCR, 
FAO and UNDP).62 Given the prolonged timeline 
required to implement domestic resource 
mobilization efforts, the GoR should continue 
to leverage strategic partnerships with key 
donors to increase the predictability and 
sustainability of medium-term financing. 
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7. Policy recommendations 
towards sustainable social 
protection financing in Africa

The funding shortfall in Africa’s social protection 
space poses a significant challenge to the 
continent’s efforts to address the pressing 
needs of the continent’s vulnerable populations 
and progress towards the Sustainable 
Development Goals. The case study on Rwanda 
demonstrates that even a limited package of 

social protection benefits designed to provide 
coverage for the most vulnerable groups would 
be costly for some African countries, given 
the limited economic growth, low revenue 
collection, and high debt servicing costs.

© Mohamad Al-Arief/ The World Bank



Limited financial resources, compounded by 
competing priorities such as infrastructure 
development and debt servicing, hinder the 
establishment and sustenance of robust social 
protection programs. Governments often face 
difficulties in allocating sufficient funds to 
social safety nets, health care, and education, 
leaving large segments of the population without 
adequate support. Additionally, external shocks, 
economic downturns, and the volatility of 
global markets further exacerbate the financing 
challenge, making it difficult for African nations 
to achieve comprehensive and sustainable 
social protection coverage. Addressing 
this hurdle requires innovative financing 
mechanisms, international collaboration, 
and a prioritization of social welfare to 
ensure that the continent can effectively 
safeguard the well-being of its citizens. 
Priority policy areas include the following: 

Incorporating social protection financing with 
economic development policies: Governments 
must integrate social protection planning and 
financing with economic development policies 
and medium-term fiscal planning. By aligning 
social protection policies with broader national 
development strategies, governments can 
enhance the sustainability and effectiveness 
of these programs. This integration allows for 
a more holistic approach, where social safety 
nets not only address immediate needs but also 
contribute to the long-term resilience and well-
being of communities. The interconnection of 
social protection and economic development 
fosters a mutually reinforcing dynamic, where 
investments in social welfare contribute to 
a more inclusive and prosperous society. 

Advancing domestic resource mobilization: 
Strengthen efforts to mobilize domestic 
resources by improving tax collection systems, 

63	 UNCTAD, Economic Development for Africa Report 2020: Tackling illicit financial flows for sustainable development in Africa. 2020. 
https://unctad.org/publication/economic-development-africa-report-2020.

reducing tax evasion, and enhancing overall 
fiscal discipline. This can contribute to a more 
sustainable funding base for social protection 
programs. With an average tax-to-GDP ratio 
of 15.6 per cent, Africa falls behind other 
developing regions in revenue mobilization, 
which limits the financing available to fund key 
social protection programs. To bolster domestic 
resource mobilization for social protection, 
it is imperative to intensify endeavors aimed 
at improving the efficiency of tax collection 
systems, widening tax base, curbing tax 
evasion, and fostering a culture of fiscal 
discipline. Illicit financial flows are estimated 
to cost the African continent $88.6 billion 
per year according to UNCTAD estimates.63 
Tackling IFFs and strengthening financial 
governance at the national, regional, and 
global level will free up additional resources 
that could be invested into social protection. 

Enhancing public expenditure management: 
Domestic resource mobilization must go 
hand-in-hand with efforts to enhance overall 
fiscal discipline, through prudent management 
of public finances, optimizing government 
expenditures, and minimizing wastage. The 
culmination of these efforts contributes to 
the establishment of a robust and sustainable 
funding base for social protection programs. 
A well-managed and transparent fiscal 
environment not only enhances the credibility 
of government policies but also instills 
confidence among stakeholders, attracting 
investments and fostering economic stability—
all of which are crucial elements in sustaining 
comprehensive social protection initiatives.

Diversifying funding sources: Government 
funds alone cannot bridge the annual social 
protection financing gap at approximately 8.2 
percent of the regional GDP. Governments 

https://unctad.org/publication/economic-development-africa-report-2020
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must explore and diversify funding sources for 
social protection programs. Africa governments 
should embrace a multifaceted approach that 
seeks contributions from diverse stakeholders. 
Collaboration with the private sector can involve 
public-private partnerships, where businesses 
contribute financially or provide in-kind support, 
fostering a shared responsibility for social 
welfare. Continued support from long-standing 
and new development partners will help ensure 
financing sustainability while the governments 
explore innovative reforms. International 
organizations bring external funds, technical 
expertise, and best practices, enriching the 
depth and scope of social protection initiatives. 

Improving the targeting mechanisms: Cost-
effectiveness should be at the center of design 
for social protection initiatives in Africa, to 
maximize the value of the limited resources. 
UNDP suggests that an increase in the value 
of transfer to the poorest quintiles has greater 
impact on reducing inequality, rather than 
improvement in coverage rates. A combined 
increase in the coverage of the poorest quintile 
and an increase in the unit value of transfers 
lead to a significant reduction in inequality.64 
Policymakers, with technical assistance 
from development partners, should refine 
targeting mechanisms to better identify and 
reach the most vulnerable populations. 

Integrating traditional social protection 
mechanisms: Contributory social protection 
programs are often expensive for employers 
and place a heavy burden on those in the formal 
labor force, they are not always the best at 
responding to immediate shocks and risks. On 
the other hand, traditional social protection 
mechanisms rooted in indigenous African values 

64	 UNDP, 2017. “Income Inequality Trends in Sub-Saharan Africa: Divergence, Determinants and Consequences.” https://www.undp.org/
africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences.

65	 For more detailed analysis, see OSAA (2024), “Indigenous social protection schemes as build-
ing blocks for extending social protection coverage in Africa”. https://www.un.org/osaa/content/
indigenous-social-protection-schemes-building-blocks-extending-social-protection-coverage

have been found across the continent and have 
long acted as a powerful instrument for welfare 
protection and social development. They play a 
unique role in extending critical social protection 
coverage because these traditional mechanisms 
based on familial ties or community relations 
can protect vulnerable, marginalized populations 
who are left out of the formal system. They 
address both immediate and future needs of 
their members and are able to respond timely in 
urgent situations, especially in times like natural 
disaster or other external shocks. They also help 
to bridge the rural-urban gap – as formal social 
security services are commonly situated in urban 
areas – and reduce the socioeconomic gap as 
a result of urbanization. As such, governments 
in African should adopt an integrated approach 
to social protection, including by identifying and 
scaling up effective traditional schemes. Such 
mechanisms would be less costly than setting 
up new, formal social protection programs, thus 
achieving the goal of wider coverage without 
further exacerbating the financing gap.65

Leveraging digital transformation for cost 
efficiency: Africa should explore technological 
innovations to streamline processes, reduce 
administrative costs, and enhance the 
efficiency of social protection programs. 
The integration of digital platforms enables 
the automation of various tasks, facilitating 
quicker and more accurate disbursement of 
benefits to beneficiaries. Furthermore, the 
adoption of electronic databases and biometric 
identification systems enhances the accuracy 
and security of beneficiary information, reducing 
the likelihood of errors and fraud and greatly 
lowering the costs of administering social 
protection programs. Additionally, the use of 
data analytics can provide valuable insights 

https://www.undp.org/africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences
https://www.undp.org/africa/publications/income-inequality-trends-sub-saharan-africa-divergence-determinants-and-consequences
https://www.un.org/osaa/content/indigenous-social-protection-schemes-building-blocks-extending-social-protection-coverage
https://www.un.org/osaa/content/indigenous-social-protection-schemes-building-blocks-extending-social-protection-coverage
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for policymakers, allowing for evidence-
based decision-making and more effective 
monitoring of social protection programs. 

Investing in capacity building and collaborative 
partnerships: Capacity building is instrumental 
in addressing Africa’s social protection financing 
gap by equipping institutions and individuals 
with the necessary skills. UN agencies and the 
wider development communities should invest 
in building institutional capacity in Africa at both 
the national and local levels. Targeted training 
programs would allow government officials 
to acquire expertise in policy development, 

financial management, community engagement, 
monitoring and evaluation, as well as technical 
aspects of social protection programs. This 
not only strengthens institutional capabilities 
but also enhances the overall efficiency of 
the social protection system. Additionally, 
capacity building facilitates collaboration and 
partnerships, leading to a more sustainable and 
inclusive approach to social protection financing. 
Ultimately, investing in capacity building will act 
as a catalyst for building resilient systems that 
effectively manage and bridge the financial gap 
in social protection across the African continent.
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