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Glossary

Adjustments: Changes to economic policies to which countries agree as a condition for
IMF lending.

Austerity: A set of reforms within the context of a contraction of public spending in terms of
GDP orin real terms.

Conditionality: Specific terms or actions which governments are required to undertake or

achieve in order to receive IMF funds.

Extended Credit Facility: 3- to 5-year IMF loan program available to low-income countries,

currently at zero interest.
Extended Fund Facility: 3- to 4-year IMF loan program, subject to interest and other fees.

Fiscal consolidation: Cutting public spending or increasing revenues to reduce deficits
or debt.

Indicative target: Flexible quantitative indicators to monitor progress in IMF loans; does
not require a waiver by the IMF Board if unmet.

Performance criteria: Specific, measurable conditions in IMF loans that borrowing

governments are required to meet or obtain a waiver from the IMF Board.

Prior actions: Steps a government agrees to take before the IMF approves financing or

completes a review.

Public wage bill: Total compensation to government employees, including salaries,

allowances, and social security contributions.

Social assistance: A subset of social protection comprising tax-financed transfers (that is,
not including programs funded through individual or employer contributions).



Social protection: A set of policies and programs aimed at preventing, protecting, and
overcoming situations that adversely affect the well-being of people throughout the course
of their lives.
e Poverty targeted/means-tested: Eligibility for benefits is based on falling below a
certain threshold of income or assets.
¢ Universal: Benefits are available to everyone within specific groups that
encompass stages of life or statuses in which people’s economic, social and
cultural rights are particularly at risk, such as children, people with disabilities,
unemployed adults, caretakers, and older people.

Social safety net: The term has no clear set definition. The ILO uses the term to describe
programs meant to temporarily buffer people from economic shocks, while the World Bank

typically uses it to refer to tax-financed social assistance.

Social security: Enshrined in international human rights law, a range of programs, whether
funded from contributions or through general taxation, that encompass at least nine areas
of support: health care, sickness, older age, unemployment, employment injury, family
and child support, maternity, disability, and survivors and orphans.

Social protection floor: Nationally defined sets of basic social security guarantees
codified in ILO Recommendation No. 202.

Social spending floor: In IMF programs, minimum amount of spending on specific social
programs or ministries or other related measures, such as minimum number of households

covered by social assistance programs.

Stand-By Arrangement: Short-term IMF loan program, typically 12-24 months but no longer
than 36 months, most used by advanced and emerging market countries.

Structural benchmarks: Reform measures included in IMF programs that are not
quantifiable such as enacting specific legislation or undertaking audits.

Value-added taxes: A consumption tax on goods and services that is levied at each stage
of the supply chain where value is added.
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Summary

As the Covid-19 virus began to spread, shuttering businesses and upending economies,
the Managing Director of the International Monetary Fund (IMF), Kristalina Georgieva, saw
opportunity in the recovery from the unraveling crisis. Georgieva had already identified
income and wealth inequality as a central challenge facing the global economy. In her
view, the pandemic brought both the risk that poverty and inequality would exponentially
worsen and a “once in a lifetime opportunity” to invest in recoveries that transform

economies to make them “greener, smarter, and fairer.”

In speeches, interviews, and opinion pieces, Georgieva laid out a strategy for how the IMF
can help governments emerge from the pandemic with more inclusive, sustainable, and
resilient economies, from modernizing tax systems to make them more progressive to
investing more in health, education, and renewable energy, restructuring unsustainable
debt, and building stronger social protection systems. This vision—what Georgieva called

a “new Bretton Woods moment”—carves out a different approach to the one the Fund took
following the 2008 Financial Recession and continues a significant evolution in how it sees
its role in promoting global economic stability. Although in laying out this vision,
Georgieva did not explicitly reference human rights, including the IMF’s human rights
obligations, the Fund’s response to the crisis has monumental significance for hundreds of

millions of people’s economic, social and cultural rights.

This report analyzes 39 IMF loan programs approved between March 2020, the official start
of the Covid-19 pandemic, and March 2023 under three lending facilities that include
conditionalities—the Extended Credit Facility (ECF), Extended Fund Facility (EFF), and
Stand-By Arrangement (SBA)—to understand how the IMF is approaching the current crisis
in practice and to assess the extent to which it aligns with international human rights
standards. The total population in the countries affected by these programs is more than
one billion people. The report also includes an in-depth case study of Jordan, where the
government has been implementing a series of IMF programs since 2012, based on over 70
interviews and a review of relevant documents and data.
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The report makes several key findings. First, it finds that the Fund continues to rely on its
traditional approach of expecting governments to reduce debt through fiscal consolidation,
which raises significant human rights concerns. While “fiscal consolidation” refers broadly
to reducing debt by cutting public spending or increasing revenues, the report finds that
programs routinely include conditionalities that impose cuts to public spending and raise
the tax burden in ways that disproportionately burden people on low incomes, and they do
not adequately explore alternative approaches that are more protective of rights. While many
loan programs acknowledge likely harmful social impacts and the importance of “protecting
the poor and vulnerable,” they do not generally include an analysis of these impacts,
despite guidance in its social spending strategy to do so. Under international human rights
law, governments and international financial institutions have an obligation to conduct
thorough human rights impact assessments of loan programs prior to the provision of the
loan and pursue policies based on the outcome of these assessments that best protect and

progressively realize, rather than erode, people’s economic and social rights.

Second, the report finds that a central feature of the Fund’s efforts to address the social

impact of its loan programs and build more inclusive economies is the establishment of
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“social spending floors.” These floors, which are distinct from International Labour
Organization (ILO) social protection floors, described in more detail below, typically set a
minimum amount a country is expected to spend on specified social programs and “social
safety nets,” a term that the IMF and World Bank generally use to refer to tax-financed
social assistance to “targeted poor and vulnerable people,” rather than rights-aligned
social security programs. These floors serve multiple purposes, including protecting
specified social programs from spending cuts as part of fiscal consolidation, as well as
“mitigating” the social impact of program adjustments and improving countries’ social
protection programs.

The Covid-19 pandemic cast a new light on the importance of social protection, as the
reality that half the world’s population—some four billion people—are not covered by any
form of social protection contributed to both a humanitarian and economic crisis as the
virus shuttered businesses and wreaked havoc on livelihoods. Social protection is key to
securing a range of human rights, including the right to social security. The United Nations
defines social protection as a set of policies and programs aimed at preventing, protecting,
and overcoming situations that adversely affect the well-being of people throughout the
course of their lives. It encompasses a wide range of programs that provide support
particularly in situations that affect people’s ability to earn an adequate income because
of social and attitudinal barriers in conjunction with other conditions such as sickness,
disability, older age, unemployment, and childrearing. Social protection systems include a
mix of contributory schemes, referred to as social insurance, and tax-financed benefits,

referred to as social assistance or sometimes as social safety nets.

While the Fund’s increased attention to social spending more broadly, and social
protection in particular, are positive steps toward creating the fiscal space for
governments to fulfill human rights, the report finds its approach of heavily relying on
social spending floors and poverty-targeted cash transfer programs falls far short of

fulfilling rights and can serve to obscure the harmful rights impacts of IMF programs.

The International Covenant on Economic, Social and Cultural Rights, ratified by 171
governments, enshrines all people’s rights to health, education, social security, housing,
and an adequate standard of living, which includes food, among other rights. While the full
realization of these rights is expected to be realized progressively, the covenant requires

governments and international organizations to take immediate steps to facilitate their
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realization including through legislative and other measures, and to use “the maximum of
their available resources,” including to provide and seek “international assistance and co-
operation.” Failing to do so is a violation of international human rights law. Many IMF
conditionalities, sometimes referred to as “adjustments,” demand changes to structural
economic policies in ways that can undermine governments’ ability to realize these rights.
In some cases, these adjustments can reshape fundamental aspects of the social contract;
that s, in political theory, the theoretical tacit agreement between citizens and their

government that underpins its legitimacy.

Existing social contracts have yielded explosive inequality and devastated the
environment, so the IMF’s recent shift offers a critical opportunity for building new social
contracts rooted in international human rights standards. While social protection is a key
pillar of a rights-aligned social contract, it works alongside other pillars, such as quality
public services and strong labor laws. However, IMF adjustments can erode these other
pillars, such as by placing strict limits on public wages, leading to a retrogression of rights.
Social spending floors should not substitute for an approach that pursues policies that
avoids retrogression and best fulfills rights, including considering alternatives to austerity.
Moreover, this report finds numerous gaps in how social spending floors are defined and

designed that limit their effectiveness.

In a similar vein, it finds that the Fund’s focus on poverty-targeted cash transfer programs,
often in partnership with the World Bank, is far too narrow to protect people’s right to
social security. The Fund’s position is out of step with the growing number of international
institutions and scholars that have recognized that universal social protection programs,
which provide support to everyone in certain groups, are far better at ensuring that all
people can access their rights when compared to means-tested programs, which target
people based on socio-economic status, such as theirincome or assets. The World Bank
has formally committed to promoting universal social protection, although in practice it

is heavily investing in poverty-targeted programs, including in close collaboration with

IMF programs.

Jordan is illustrative of how the IMF’s current approach fails to meet the vision that
Georgieva laid out at the beginning of the pandemic. Since 2012, the government has
enacted sweeping economic reforms as part of a US$4.4 billion series of IMF programs that

imposed austerity-driven measures that increased the cost of living. Recent programs
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included social spending floors that incorporate a new poverty-targeted cash transfer
program, called Takaful, that the government established in 2019 with the support of the
World Bank and the United Nations Children’s Fund (UNICEF), in part to offset these
reforms (The program has since been renamed the Unified Cash Transfer Program). While
the spending floor and Takaful were an improvement over the earlier programs, they are a
bandage on a bullet wound. The reforms generated billions in savings and new revenues
through measures that increased the cost of living, yet public spending on health,
education, and social assistance did not increase as a percentage of the budget. The
establishment of Takaful has served as an important lifeline, especially during the
pandemic, but it covers only about one in five Jordanian families living under the poverty
line, a measure which doesn’t fully capture the millions of people whose rights are
affected by these reforms, including the large refugee population living in Jordan excluded
from the program. To add salt on the wound, Jordan’s debt-to-GDP ratio is now higher than

it was when the IMF approved the first program in this series a decade ago.

Protecting Human Rights Amid Economic Crises

Economic crises—and the responses to them—usually fall hardest on people on low
incomes, and the global crisis triggered by the Covid-19 pandemic is no exception. The
World Bank estimates that 97 million people had theirincomes fall below the poverty line
in 2020 alone, and the 2022 Global Report on Food Crises reported that a record 193
million people were experiencing food insecurity, an increase of 58 million people since
2019. At the same time, many governments have accumulated significant debt loads due
to increased spending and falling revenues related to the pandemic, even as low- and
middle-income countries face steep borrowing costs that impede their ability to recover.
How the IMF and governments responded to the crisis can exacerbate the devastating
impacts on people’s rights, or, conversely, address long-standing gaps that protect and

improve the realization of rights.

Efforts to reduce debt by cutting public spending or raising regressive taxes—that is,
austerity—can have well-documented harmful impacts on human rights. Recognizing this,
international human rights law sets out strict parameters for when and how states may
pursue austerity measures, including that they “demonstrate that all other alternatives
have been exhausted, and provide safeguards to protect human rights, particularly the

rights of the most vulnerable.” Austerity measures must also be temporary, necessary,
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proportionate, respectful of minimum core human rights obligations, and non-
discriminatory. To ensure these conditions are met, governments and international
financial institutions are expected to conduct human rights impact assessments that
weigh the potential impacts of policy alternatives. These assessments should serve as the
basis for a transparent and credible public dialogue that leads to pursuing the policy
option most protective of rights and a plan to effectively safeguard rights when policies
that are unavoidable present high risks of retrogression. Guidelines endorsed by the
United Nations Human Rights Council advise that austerity is a prima facieviolation of

human rights unless these conditions are met.

Applied to IMF programs, staff should justify why policies included in specific programs
are most likely to lead to the fulfillment of rights, such as by reducing poverty and
inequality and enabling adequate spending on sectors essential to the realization of rights
without discrimination. They should also undertake detailed assessments on the
distributional impacts of program conditionalities and how governments are expected to
safeguard rights from any harmful impacts. The IMF’s strategy on social spending adopted
in 2019 provides an avenue for conducting such assessments by directing staff to “analyze
and, as appropriate, document the social impact of adjustment and measures to protect
the vulnerable.” Adjustments are structural economic reforms to which countries need to
agree in order to secure an IMF loan. However, as described below, IMF loan programs
largely lack such analysis and documentation. The IMF should publish these analyses prior
to the approval of programs to facilitate an informed and meaningful dialogue with the

public as part of loan negotiations.

Analysis of Loan Programs Approved March 2020 to March 2023

Between March 2020 and March 2023, the IMF approved 34 loans under the Extended
Credit Facility (ECF) or Extended Fund Facility (EFF) arrangements and six under the Stand-
By Arrangement (SBA). Programs under the ECF and EFF are typically three to five years
long, while those under the SBA are generally one to three years long; all three lending
facilities include conditionalities (This report’s analysis excludes a $15.6 billion program to
Ukraine approved in March 2023 given the extenuating circumstances in the country).
These programs vary in many respects, but most share a common theme: they preserve the
IMF’s traditional approach while increasing the emphasis on “mitigation.” This approach is

best captured by the phrase, a variation of which appears in most programs, “fiscal
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consolidation while protecting social spending.” All but six programs include a social

spending floor.

Doubling Down on Austerity

Social spending floors need to be understood in the context of IMF programs, since one of
the central functions they serve is to mitigate impacts of structural adjustments. Of the 39
loan programs reviewed, all but six are explicitly underpinned by “fiscal consolidation,” a
term that refers to reducing government debt by reducing spending and/or raising revenues.
Although it is possible to achieve fiscal consolidation solely through raising revenues in a
progressive manner, in practice most programs reviewed rely in part on decreasing public
spending as a percentage of the GDP; that is, austerity. Many common measures to reduce
spending can have a directly harmful impact on rights, and many economists, including
some within the IMF, argue that cutting spending during a crisis can exacerbate poverty and
inequality. Efforts to increase revenue can also have harmful rights impact where they overly
rely on regressive taxes. Taxes on goods and services, called “indirect taxes,” tend to be
regressive. Those with lower incomes or wealth will often spend a bigger percentage of their
income on such taxes than those with higherincome or wealth.

Many programs make explicit reference to social spending floors as “mitigating” the impacts
of program adjustments, but all but one lack detailed assessments of the impacts of these
measures, making it impossible to assess whether they are effectively filling this role. In the
Ecuador program, which replaced an earlier program that led to Indigenous-led public
protests, IMF staff did conduct an analysis of the program measures’ impact by income

decile, but even that analysis was missing key elements and surfaced several problems.

This report tracks three common policy measures included in the initial loan agreements:
reductions in public wage bills; reducing or eliminating energy subsidies; and increasing
revenues through value-added taxes (VAT). It finds 22 programs include structural
benchmarks or general advice to lower the public wage bill, generally through freezing
hires and capping or lowering salaries. Such reforms can harm governments’ capacity to
fulfill their rights obligations by undermining their ability to deliver quality public services.
While some programs explicitly exempt the health and education sectors from cuts or
caps, few exempt other sectors essential to rights, such as water and sanitation,

environmental agencies, and public transportation. Particularly in the context of high
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inflation, it can also effectively reduce salaries for public sector employees. Reductions in
public sector jobs or salaries also disproportionately hurt women both because they are
more likely to fill the gap when public social services are absent and because women tend

to be overrepresented in public sector jobs.

Twenty programs remove or reduce consumption-based subsidies on fuel or electricity or
develop plans to do so. Fossil fuel subsidies direct enormous amounts of public resources
to propping up an industry that drives the climate crisis and harms people’s health and the
environment; phasing them out is crucial for avoiding the worst impacts of climate change,
reducing the burden on government budgets, combatting inequality, and transitioning to
renewable energy sources. However, it is critical that fossil fuel subsidy reform is
undertaken in concert with other measures, such as adequate investment in social
protection and renewables. The wealthy disproportionately capture the benefits of energy
subsidies because they consume more, but without adequate protection measures the
impact of removing or reducing consumption-based subsidies is felt most acutely by
people on low incomes as it forces them to pay a higher share of theirincome for transport
and goods and services that are tied to energy prices and that they must access to realize

their rights.

Twenty-three of the reviewed programs include measures to increase VAT rates, remove
exemptions, or otherwise increase VAT revenues. Value-added taxes, which are an indirect
tax, tend to be regressive since they are the same for people regardless of income. For
example, the Sri Lanka program increased VATs from 8 to 15 percent and the Zambia
program removed VAT exemptions on most unprocessed foods. Some IMF and other
publications have argued that VATs are not regressive because the wealthy pay a greater
share of the total revenue collected because they consume more, but the tax consumes a
higher share of low-income families’ income, and in some cases, it can make food and
other goods essential to rights no longer accessible to them. A study of VATs in France
found that the poorest households pay more than 20 percent of theirincome in
consumption taxes, compared to less than 10 percent for the wealthiest households. In
many countries, VAT is applied to menstrual health products, which can impede girls from

attending school, among other rights harms.
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This report’s analysis is largely limited to IMF documents and, with the exception of Jordan,
it does not investigate the on-the-ground impact of the programs reviewed; in some cases,
governments may not have implemented conditionalities as they appear in program
documents. This report does not track other policy measures that can harm the rights of
people on low incomes and that can be found in some programs, such as pension reform,
labor flexibilization, and exchange rate reforms. At the same time, some include positive
reforms for the realization of rights, such as those related to anti-corruption and

progressive revenue generation, that are also beyond the scope of this report.

The False Promise of IMF Social Spending Floors

In the context of IMF programs, social spending floors fill multiple functions. They are
variously described as intended to protect social sectors from cuts, mitigate impacts of
structural adjustments, and develop countries’ social protection programs. Yet nearly all
loan programs lack adequate information to properly assess the practical implications of
these floors, which undermines the public’s access to information crucial to a meaningful
debate about these measures and its ability to meaningfully engage with their government

and the IMF to ensure that loan programs protect their rights. For example, most programs

9 HUMAN RIGHTS WATCH | SEPTEMBER 2023



do notinclude baseline information on social spending levels prior to IMF loan programs,
making it difficult if not impossible to assess whether and to what extent the floors will
lead to an overall increase in social spending. The way in which social spending floors are
defined also often makes it difficult to assess which social programs, if any, will benefit
from anincrease in spending. While adequate spending is not in itself sufficient to

guarantee the fulfillment of rights, it is nonetheless necessary.

In many cases the floors are defined to cover broad categories of spending that go far
beyond social protection, and encompass spending on health, education, and other social
sectors. This is important for protecting as many social programs as possible from
potential spending cuts, but it does not alone ensure that people’s rights are safeguarded
from the impacts of adjustment, nor does it guarantee investment in improving social
protection. For example, Benin’s program defines the floor as covering 72 enumerated
programs across 12 sectors, including “integrated management of border areas” and
“development of rural roads.” While defining the floor so broadly serves an important
purpose of protecting numerous areas of social spending, even if there is an increase in
total spending on these areas, it does not necessarily compensate for the impact of
adjustments in the program. In Benin, for example, these include removing VAT
exemptions for imported rice, water, and electricity, even as one in three children under

five suffer from chronic malnutrition, according to the World Food Programme.

To address this problem, the IMF should adopt separate floors to serve distinct purposes:
one for protecting and increasing spending in areas critical for fulfilling social and
economic rights without discrimination, and another for mitigating against necessary
measures that nonetheless pose risk to rights, such as phasing out fossil subsidies. The
first should be broadly defined, and disaggregated by sector, and ensure that spending on,
for example, health, education, and social protection are, at a minimum, in line with
international benchmarks as a percentage of GDP and of national budgets. The second
should be based on published assessments of program impacts and demonstrate how the
target, such as increased social protection spending or coverage, adequately mitigates
those impacts to avoid, at a minimum, the retrogression of rights. For both, the IMF should
consider replacing “floors,” which are revised in each review, with “goals” to be achieved
by the end of the program, and a plan developed from the outset to achieve specific

benchmarks in each review.
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Moreover, in most cases, it is not possible to assess whether, or to what extent, the floor
increases spending relative to previous years. Where floor definitions track budget lines, it
may be possible to independently calculate this, but many floors include categories that
aren’t tracked in public budgets. For example, Jordan’s floor covers “non-wage health and
education current expenditures,” a category not specifically tracked in the budget, making
it difficult to compare the amount provided for in the floor to spending prior to the
program. All social spending floors should include baseline information to assess any

increase in spending reflected in social spending floors.

Despite the challenges of assessing social spending floors, available information indicates
three key problems. First, the IMF’s preference for poverty-targeted—also known as means-
tested—cash transfer programs likely leads to setting floors too low to protect rights.
Second, inadequate attention is paid to sequencing increases in social protection
coverage to take place prior to the impact of adjustments. And finally, almost all social
spending floors are incorporated as indicative targets, rather than “performance criteria,”
the IMF term for requirements that require a Board waiver if not met, enabling the IMF to
release additional funds even if government spending does not meet the floors. An
analysis by Oxfam of 17 IMF loans approved in 2020 and 2021 found that around one-third

of social spending floors were not met.

The Fund is increasingly turning to poverty-targeted cash transfer programs, frequently
incorporated into social spending floors, including to address the social impact of its
programs. Of the 39 programs reviewed, 26 referenced social protection, usually as
structural benchmarks or as part of social spending floors; in nearly all cases, measures
and advice were explicitly for targeted programs. These programs frequently replace other
types of public programs meant to provide people with support, essentially reshaping
existing social contracts. In some cases, improvements to tax-financed social protection
schemes came alongside measures that could erode contributory schemes. For example,
in Jordan, where the social protection floor incorporates spending on a new poverty
targeted cash transfer program, the program also includes measures to exempt certain
employers to reduce social security payments for certain employees. In other cases, such
as subsidies on fuel or electricity, removing or reducing existing programs is necessary to
shift toward a more inclusive and sustainable social contract, but it is critical that these
subsidies be replaced by new programs that advance rights and enable a rapid transition

to renewable sources of power transportation and electricity for all. However, the IMF’s
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persistent preference for targeted programs powerfully shapes and limits the role of social

protection in evolving social contracts.

Research has shown that poverty-targeted programs have numerous flaws that can
seriously hamper governments’ ability to guarantee rights, including from retrogression
due to IMF-driven reforms. These include high rates of inaccuracy both due to including
those who are not eligible and excluding those who are; bureaucratic and other hurdles to
access; the expense of targeting programs; breeding social resentment that undermines
support; and being more prone to corruption. Moreover, while these programs often set a
goal of covering those living under the poverty line, they often cover only a portion of that
group, such as in Jordan and Egypt. But even where they do cover all households under the
poverty line, as IMF advice often emphasizes, it is still problematic because these lines are
often set so low that they exclude many who are unable to realize their rights, particularly
in the context of economic crisis and IMF-driven adjustments. Recognizing some of these
problems, recent IMF guidance on social safety nets advises that in countries with limited
data, rather than focusing on targeting the benefits, staff should look to “enhance tax
capacity and effort” to “claw back” some of the benefits that accrue to high-income

households.

In 2008, the body of human rights experts charged with interpreting the ICESCR issued a
General Comment noting that “all persons should be covered by the social security
system,” which it states necessitates the establishment of non-contributory schemes “in
order to achieve universal coverage.” ILO Social Protection Floors Recommendation No.
202, approved by all member countries in 2012, calls on member states to establish and
fund social protection floors that extend social security to all. Based on the principle of
universality, the floor guarantees access to health care and provides basic income security
for children; those unable to work due to social and attitudinal barriers in conjunction with
sickness, disability, older age, or unemployment. As noted, the World Bank formally
embraced universal social protection in 2016, although in practice it continues to support

targeted programs.

The IMF’s program in Ecuador offers a clear example of the problem with the IMF’s
preference for targeting safety nets only to those living under the poverty line, as well as
inadequate attention to sequencing and enforcement. In addition to including an analysis

of the impact of reforms by income decile, Ecuador’s program is unusual in that its floor is
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defined not as a minimum amount of spending but as a coverage target: the expansion of
cash transfers to at least 8o percent of the poorest 30 percent of the population. These
unusual features are likely due to public protests in 2019, led by Indigenous groups,
opposing a previous IMF program that had sought to remove fuel subsidies without
appropriate measures to mitigate its impacts on people on low incomes, among other
measures. The subsequent program approved in 2020 included similar measures but with
an explicit effort to assess and compensate for costs by expanding the social safety net as
part of a World Bank-funded project. Ultimately, some of the measures anticipated by
analysis IMF staff conducted were not fully implemented, but the program nonetheless

offers a rare opportunity to examine how Fund staff approach social impacts.

The IMF’s analysis calculated that Ecuadorians who did not receive additional cash
assistance would experience an effective net decrease in theirincome due to reforms
mandated in the program ranging from 2.1 to 6.3 percent. The target of expanding the social
safety net to the poorest 30 percent of the population was set to roughly align with the
percentage of the population living under the poverty line prior to the pandemic. However,
the pandemic temporarily pushed around 1.5 million people into poverty, increasing the
number of people living under the poverty line to 38 percent of the population instead of 30
percent. This means that even if coverage had been immediately expanded in line with IMF
expectations, it would have left out roughly 2.5 million people experiencing poverty at a time
of economic crisis and rising prices. But coverage was not expanded immediately, and in
fact took longer than expected to reach the targets the IMF program set. The government
faced challenges in reaching particularly the poorest Ecuadorians; an IMF program review
found that by October 2021 it had achieved only 30 percent coverage of the poorest 10
percent. In June 2022, Indigenous-led protests once again broke out to demand economic
reforms, including in response to fuel subsidy removal imposed by the IMF. The protests,
which forced the government to temporarily relocate to a city outside the capital, ultimately

led the government to restore some subsidies.

IMF in Jordan: “I’m Dying of Hunger and I’'m Not Getting Aid”

The IMF’s approach of using social spending floors in combination with targeted cash
transfer programs to mitigate the impact of program adjustments did not begin with the
Covid-19 pandemic. It has been a hallmark of several major programs over the past

decade, including the latter part of a decade-long IMF-driven reform of Jordan’s economy.
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The first program, approved in 2012, removed fuel subsidies with little support to offset
the increase in prices, sparking nationwide protests. According to the IMF, subsidy
removal led to 5 percent inflation, yet the program did not include a social spending floor.
The second program led the government in 2018 to remove bread subsidies and
implement tax reforms that raised income taxes on the middle class and increased sales
taxes, measures that led to inflation peaking at 5.7 percent in July 2018 and also sparked
protests that culminated in the ouster of the prime minister. That program did have a
social spending floor as an indicative target, but the government did not meet it in any of
the program’s reviews. It provided only limited one-time subsidies to supplement Jordan’s
barebones social protection system that at the time provided small amounts to certain
groups of people such as orphans and older people. A government report acknowledged
that investment in social assistance decreasedbetween 2011 and 2017 despite the
subsidy removal generating 788 million JD (US$1.1 billion) in savings during that time. A
change in how Jordan calculates poverty in its Household Income and Expenditure Survey
between 2011 and 2018 means it is not possible to compare poverty rates over this period,
but an independent analysis found an increase of 8 percentage points. Following the 2018
reforms, World Bank data indicates a steady increase in food insecurity, from 12.7 percent

in 2017 to 17 percent in 2020, the last year for which there is data.

In 2019, the government, working with the IMF, World Bank, and UNICEF, established a
targeted cash transfer program called Takaful that was meant to protect people from the
costs of these adjustments. Takaful exemplifies both the power of the IMF’s attention to
social protection and the limits of its preference for targeted programs. The timing of the
program’s implementation was fortuitous; the first disbursement went out just as the
pandemic hit. Originally intended to reach 85,000 households, authorities were able to
quickly supplement the program to reach 240,000 informal workers in 2020 (“Takaful-2”)
and a total of 160,000 in 2021 (“Takaful-3”). Human Rights Watch interviewed several
people who benefitted from Takaful who described how critical the assistance was for

being able to pay for food and other necessities.

At the same time, the program was not sufficient to ameliorate price increases that began
in 2012 and is far too narrow to ensure people’s rights. People described the challenges

they had absorbing the price increases to which IMF-driven reforms contributed with little
or no support. The Covid-19 expansion expired at the end of 2021, and the original Takaful

was expanded to reach 120,000 beneficiary households in 2022, that amounts to around 5
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percent of Jordan’s population of roughly 11 million. Since the start of the pandemic,
poverty has increased from 15 to 24 percent, and even at its larger size, Takaful only

reached around one in five Jordanians living under the poverty line.

To select beneficiaries, the government first vets whether applicants meet basic eligibility
criteria, such as whether the head of the household is a Jordanian citizen with a national ID
number. For households that make the cut, the government applies an algorithm to
estimate their income based on 57 socio-economic indicators (such as household size,
asset ownership, the gender of the head of household, and dwelling characteristics),
ranking them from least poor to poorest. The National Aid Fund (NAF) targets cash transfers

to those ranked the poorest until all program slots are taken.

Separate Human Rights Watch research published in June 2023 found that some of the
indicators resulted in hairsplitting distinctions to determine who should receive benefits or
reinforced discriminatory Jordanian policies. Human Rights Watch also found that the
algorithm relies on inaccurate data about people’s informal sources of income and living
expenses to estimate people’s income. A survey conducted by UNICEF found only marginal
differences for rates of food insecurity and other measures among Takaful beneficiaries,
those who are eligible but were not selected as beneficiaries, and those who applied but
were deemed ineligible. Moreover, non-Jordanian households are not eligible for Takaful
despite experiencing higher levels of poverty than Jordanians and families of Jordanian
women married to non-Jordanian men are less likely to qualify. As a universal right, the
right to social security applies to all, regardless of citizenship or immigration status, in line

with the rights to equality and nondiscrimination.

Human Rights Watch spoke to several people who were rejected by Takaful despite having
trouble feeding their family. Rahma, an agricultural worker with six children, told Human
Rights Watch she applied twice for assistance and was rejected both times. She and her
husband each earn 10 JD (US$14) for a day’s work; the minimum wage in Jordan is 260 JD
($367) per month and a living wage for a typical family, according to one calculation from
2020, is around 600 JD ($846) per month. “We’re basically starving. There was a period of
time when we only had two bags of rice and we’d ration it.” People also described being
increasingly unable to pay for their electricity bills. “Bassam” has seven children and his
wife doesn’t work, but he was denied support because he has a restaurant registered in

his name, although it has since closed down. He described his difficulty paying his
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electricity bills: “They cut off electricity, we go beg for money, and get it turned back on.
After three months of not paying, it’s cut off. We sit in candlelight and don’t use food that
needs refrigeration.” The most recent IMF program, approved in 2020, led to an overhaul of
the electricity pricing system aimed at reducing costs for businesses, which had been
paying higher prices to cross-subsidize household tariffs. The reforms incorporate
subsidies that, at least for now, appear to protect most Jordanians from tariff increases,
but some may still see their bills go up and Jordan’s large refugee population is not eligible

for the subsidy.

Jordan’s experience of Takaful carries important lessons for the IMF as it replicates the
approach it took there in other countries. A social spending floor, even when combined
with a targeted cash transfer program, is not nearly enough to protect people from the
impacts of austerity measures or to differentiate the IMF’s Covid-19 response from its

previous response to crises.
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Recommendations

This report demonstrates the inadequacy of the IMF’s current approach to social spending
floors both for addressing longstanding gaps and for offsetting the harmful impact on
human rights of IMF-driven reforms. While recommendations for specific economic or fiscal
reforms are beyond the scope of this report, there are a number of key actions that are

critical for pursuing recoveries that advance human rights in the short and long term.

For the IMF

e Prioritize progressive revenue generation and other measures over cuts to public
spending when seeking to reduce fiscal deficits and debt.

e Conduct human rights impact assessments of programs that:

o Demonstrate efforts to avoid austerity measures and establish that any
such measures are temporary, necessary, proportionate, respectful of
minimum core human rights obligations, and non-discriminatory.

0 Calculate the expected and actual impact of program conditionalities by
income decile, as well as on groups that face discrimination, in line with
the 2019 social spending strategy. To ensure effective assessments, the
IMF should:

o0 Explicitly prohibit discrimination in all its operations and seek to
identify, end, and remedy any direct or indirect discriminatory
impacts of its policies, including based on gender, nationality, age,
disability, race or ethnicity, religion, or other grounds prohibited in
international human rights law.

0 Periodically review and publish assessments throughout the
duration of loan programs.

o Facilitate informed and meaningful engagement with the public in countries with
ongoing loan negotiations, particularly with those most likely to be harmed by
program conditionalities, including by publishing impact assessments well in
advance of program approval.

e Anyreforms to public wage bills should ensure adequate staffing at living wages

for sectors key to the fulfillment of human rights, including health and education,
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and consider existing national staffing shortages against international
benchmarks.

e Ensure any fossil fuel subsidy reform is structured to advance the realization of
people’s rights and the transition to renewable energy. This should include
measures, such as expanding social protection, that are implemented prior to
subsidy removal, and increased investment in renewable energy that reduces
costs, particularly for people on low incomes.

o Consistently include two separate floors in loan programs: One should protect and
increase spending in areas critical for fulfilling economic and social rights without
discrimination and should be broadly defined, disaggregated by sector, and ensure
that spending on, for example, health, education, and social protection are, at a
minimum, in line with international benchmarks as a percentage of GDP and of
national budgets. A second should adequately mitigate against necessary
measures that nonetheless pose risk to rights, such as phasing out fossil fuel
subsidies, based on published assessments of program impacts, and should
demonstrate how the included measure, such as increased social protection
spending or coverage, avoids, at a minimum, the retrogression of rights.

o0 Considerreplacing “floors,” which are revised ad hoc in each review, with
“goals” to be achieved by the end of the program, and a plan developed
from the outset to achieve specific benchmarks in each review.

0 Include baseline data for social protection and spending floors, as defined
in individual programs.

0 All minimum spending amounts should be included as percentage of GDP
as well asin nominal terms.

e Ensure the floor specifically for social protection coverage is set high enough and
appropriately defined to adequately offset adjustments and enable broad social
protection programs. Specifically, develop standardized design procedures so that
floors cover all elements of the ILO social protection floors recommendation and
Convention 102 on minimum standards of social security.

e Formally adopt a goal of achieving universal social protection in line with the World
Bank and ILO positions.

e Ensure that any reform to social security is in accordance with international labor
standards and agreed by all relevant social groups through national social dialogue.

e Protect and strengthen other areas important for the fulfillment of economic and

social rights, including public services; labor rights, such as freedom of
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association and living wage; and governments’ capacity to tackle corruption and
tax evasion.
Commit formally to recognize a duty to respect, protect and fulfil all human rights,

including economic and social rights, in all its work, without discrimination.

For IMF Executive Directors

Support guidance to expect IMF staff to conduct distributional impact analyses for
all programs and include them in staff reports.

Support a careful assessment of the impacts of the IMF’s current approach to
lending and possible alternatives and publish the results of the assessment that
supports an approach most effective at reducing poverty and inequality and

fulfilling economic and social rights in the short- and long-term.

World Bank

Undertake a review of projects on safety nets to assess their consistency with the
World Bank’s stated position on universal social protection and with human rights
standards.

Write and approve a strategy to accelerate action to achieve universal social

protection.

For Jordan and other Governments

While the report focuses on Jordan as a case study, these recommendations may apply to

other governments pursuing similar economic and fiscal programs. In particular:

Social Spending and Cash Transfers

Publicly commit to substantially scaling up social spending including on social
protection to ensure the protection of the right to social security and other human
rights for everyone in the country and ensure that such spending is not decreased
as part of fiscal consolidation.

Transition to universal social protection by phasing in specific groups of people to
receive universal benefits, such as children, older people, people who are
unemployed, and people with disabilities. During the transition period, remove
discriminatory barriers to Takaful by including all residents regardless of

19 HUMAN RIGHTS WATCH | SEPTEMBER 2023



nationality, including families of people with temporary Jordanian passports, non-
citizen spouses, and children of Jordanian women.
Ensure dedicated budget lines for both Takaful’s operations and cash transfers in

the government budget.

Electricity Reform

Publicly recognize the right of everyone in the country to affordable and accessible
clean electricity.

Conduct review of economic accessibility of consumer electricity prices and the
assumption that usage accurately correlates with income. Ensure electricity
remains accessible for low-income households.

Substantially increase investment in renewable energy for low-income households
and other initiatives to increase efficiency and reduce electricity costs central to
any future electricity pricing reform.

Ensure that non-Jordanian citizens, including refugees and migrant workers, have

access to affordable electricity.

Progressive revenue generation

Scale up efforts to halt corruption including by removing any barriers to
investigation or prosecution.

Invest adequate resources to investigate cases of tax evasion on the highest earners.
Increase revenues through progressive income tax measures that ensure those
with the highest income and/or wealth pay their fair share.

Labor rights

At a minimum, refrain from weakening labor rights such as by reducing employer
social security contributions for certain employees.

Establish an hourly living wage that also extends to informal workers.

Allow the creation of independent, elected trade unions in all trades, including
domestic workers and for migrant workers, limit official involvement in the creation
and management of such unions, and allow for the reinstatement of the unions
that have been arbitrarily dissolved or dissolved based on abusive or overbroad

provisions. Ensure full respect of freedom of association for all trade unions.
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Methodology

This report analyzes the International Monetary Fund’s use of social spending floors in its
loans in the wake of the Covid-19 pandemic and seeks to assess their adequacy for
mitigating the impact of program reforms on people on low incomes. It situates this
analysis against the backdrop of a significant evolution in the IMF’s rhetoric around
poverty and inequality starting in the 1990s up to 2023, as well as its policies and
guidance, that articulate an institutional goal of building more inclusive economies and

reducing inequality.

The report provides an analysis of key measures, with a focus on social spending floors, in
39 loans approved between March 2020 and March 2023 under the IMF’s Extended Credit
Facility, Extended Fund Facility, and Stand-By Arrangement, all of which are lending
instruments that include conditionalities. This includes programs in the following
countries: Afghanistan (frozen), Argentina, Armenia, Bangladesh, Barbados, Benin, Cabo
Verde, Cameroon, Chad, Congo, Costa Rica, Democratic Republic of Congo, Ecuador, Egypt,
Gabon, Gambia, Georgia, Guinea-Bissau, Jordan, Kenya, Madagascar, Malawi, Mauritania,
Moldova, Mozambique, Nepal, Niger, Papua New Guinea, Senegal, Serbia, Seychelles,
Somalia, Sri Lanka, Suriname, Tanzania, Uganda, Ukraine, and Zambia (a loan program to
Ukraine approved in March 2023 is not included in this report’s analysis given the
extenuating circumstances in the country at the time of approval). The analysis examines
the following elements of loan agreements: fiscal consolidation; reforms to public wage
bills; subsidy reforms; reforms related to value-added taxes; and references to social

spending or social protection and related conditionalities.

It also provides an in-depth analysis of four IMF loan programs in Jordan starting in 2012,
where social spending floors, and a related cash transfer program, were intended to offset

the impact of IMF-driven fiscal policy and subsidy reforms.

In researching this report, Human Rights Watch reviewed thousands of pages of IMF loan
documents, as well as numerous policies, guidance notes, research papers, and
institutional reviews. For the case study on Jordan, Human Rights Watch conducted most of

the interviews in person in October 2021 with 30 Jordanians (20 men and 10 women) on
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low incomes living in Amman, Jordan’s capital; Zarga, a town around 30 kilometers
northeast of Amman; and the southern al-Ghor, an agricultural area near the Dead Sea.
Human Rights Watch conducted additional interviews with people on low incomes

between November 2022 and January 2023.

In addition, Human Rights Watch interviewed representatives from Jordanian and
international civil society and trade unions, IMF staff, former Jordanian government officials,
relevant UN agencies, humanitarian workers in Jordan, and experts on Jordan’s economy and
electricity sector. Human Rights Watch wrote to the IMF on August 9, 2023, the World Bank
on July 27, 2023, and the Jordanian and Ecuadorian governments on June 18, 2023, and June

9, 2023, respectively.

In addition, Human Rights Watch interviewed representatives from Jordanian and
international civil society and trade unions, IMF staff, former Jordanian government officials,
relevant UN agencies, humanitarian workers in Jordan, and experts on Jordan’s economy and
electricity sector. Human Rights Watch wrote to the IMF on August 9, 2023, the World Bank
on July 27, 2023, and the Jordanian and Ecuadorian governments on June 18, 2023, and June

9, 2023, respectively.

In a response to Human Rights Watch’s letter, the World Bank reaffirmed its commitment “to
advocate for and support the goal of universal social protection,” but noted that it supports
means-testing as part of its strategy to advance toward that goal: “In budget constrained
contexts, our experience shows that targeted interventions can be an effective method to
distribute a limited amount of resources to those who need it most.” It also notes that while
“the World Bank does work closely with all international partners to share global
understanding and best practices on the design and implementation of social protection
programs, policies, and strategies,” it “does not have a formalized arrangements in the
design of [IMF] programs.” Finally, it lauds Jordan’s cash transfer program as “the largest
such program in the Middle East and North Africa Region (MENA) in terms of coverage of the
poorest people,” and says that “the government covers this funding using the same

mechanisms adopted to finance various other programs in the general budget.

On September 22, in response to Human Rights Watch’s letter, the IMF wrote: “Prioritization

of social spending with a focus on supporting the most vulnerable is an important aspect of
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the IMF’s work and a guiding principle of our 2019 Strategy for Engagement on Social
Spending.”

Human Rights Watch informed all interviewees of the purpose of the interview, its
voluntary nature, and the ways in which the information would be collected and used.
Human Rights Watch assured participants that they could end the interview at any time or
decline to answer any questions, without any negative consequences. All interviewees
provided informed consent to participate in the interviews. Human Rights Watch did not

offer any remuneration. Most names have been changed to protect interviewees.
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I. Background: IMF and Social Protection

As the Covid-19 virus began to spread, shuttering businesses and upending economies,
the Managing Director of the International Monetary Fund, Kristalina Georgieva, saw
opportunity in the recovery from the unraveling crisis. Georgieva had already identified
income and wealth inequality as a central challenge facing the global economy.* In her
view, the pandemic brought both the risk that poverty and inequality would exponentially
worsen and a “once in a lifetime opportunity” to invest in recoveries that transform

economies to make them “greener, smarter, and fairer.”2

In speeches, interviews, and opinion pieces, Georgieva laid out a strategy for how the IMF
can help governments emerge from the pandemic with more inclusive and resilient
economies, from modernizing tax systems to make them more progressive to investing
more in health, education, restructuring unsustainable debt, and building stronger social
protection systems.3 This vision—what Georgieva called a “new Bretton Woods moment” —
continues a significant evolution in how the Fund sees its role in promoting global
economic stability.4

The IMP’s Evolving Position on Social Issues
The IMF was established in 1944 as part of the Bretton Woods Agreement, which sought to

rebuild the international economic system ravaged by World War Il. Its stated purpose, set

outin its Articles of Agreement, is to promote international monetary cooperation and

1 Kristalina Georgieva, “Reduce Inequality to Create Opportunity,” post to “IMF Blog” (blog), International Monetary Fund,
January 7, 2020, https://blogs.imf.org/2020/01/07/reduce-inequality-to-create-opportunity/ (accessed August 23, 2023).

2 Georgieva, Kristalina (@KGeorgieva). “The recovery from this crisis is a once in a lifetime opportunity to support a
transformation in the economy. A greener, smarter, and fairer economy.” Twitter, November 1, 2020,
https://twitter.com/KGeorgieva/status/1322927371809394689?s=20&t=D2_RpoUtBW)vX5fbIf8KMw; Kristalina Georgieva, “No
lost generation: can poor countries avoid the Covid trap?”, Guardian, September 29, 2020,
https://www.theguardian.com/business/2020/sep/29/covid-pandemic-imf-kristalina-georgieva (accessed August 23, 2023).
3 IMF Managing Director, Kristalina Georgieva, remarks to the World Economic Forum, June 3, 2020,
https://www.imf.org/en/News/Articles/2020/06/03/spo60320-remarks-to-world-economic-forum-the-great-reset
(accessed August 23, 2023); Georgieva, “No lost generation: can poor countries avoid the Covid trap?”, Guardian, September
29, 2020; Kristalina Georgieva and Gita Gopinath, “Emerging Stronger From the Great Lockdown,” Foreign Policy magazine,
September g, 2020, https://foreignpolicy.com/2020/09/09/great-lockdown-economy-recovery-coronavirus/ (accessed
August 23, 2023).

4IMF Managing Director, Kristalina Georgieva, speech, “A New Bretton Woods Moment,” October 15, 2020,
https://www.imf.org/en/News/Articles/2020/10/15/sp101520-a-new-bretton-woods-moment (accessed August 23, 2023).
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bolster the economic stability of member countries.5 It does this primarily by making
concessional loans available to governments facing balance of payment problems (that is,
when public revenues fall too far below expenditures) and by issuing regular surveillance
reports that assess the financial health of its members, called Article IV reports after the

section in the Articles of Agreement that mandates them.

Traditionally, the Fund took a narrow view of its mandate, often invoking a clause in its
Articles of Agreement stipulating that Fund guidance with respect to exchange rate policies
“shall respect the domestic and social policies of members” to prevent the Fund from
engaging on issues such as adequacy of social spending, corruption, and economic
inequality.s However, this view began to gradually shift in the 1990s, a period when the
Fund was heavily involved in the transition of post-Soviet states to market economies.” The
Fund’s role in promoting “shock therapy,” particularly in Russia, was heavily criticized for
removing price controls and implementing other measures in a way that has been blamed
forincreasing the immiseration of the population while rapid privatization through opaque
and corrupt deals created a handful of oligarchs, such that by 1993 the United States
formally ended its support for the approach.8 In the mid-1990s, the managing director
issued a series of memos to staff calling for broader IMF engagement in social and
distributional policies.? At the same time, the Board adopted a number of guidelines for
staff engagement on issues considered outside its traditional focus, including on poverty
(1991); implications of policies on income distribution (1996); and governance (1997).% In
1996, the Board also approved guidelines for collaborating with the ILO on labor market

5 Articles of Agreement of the International Monetary Fund, adopted on July 22, 1944,
https://www.imf.org/external/pubs/ft/aa/index.htm. As of 2022, there are 190 IMF member countries, according to the
IMF’s website, https://www.imf.org/en/About (accessed August 23, 2023).

6 Independent Evaluation Office of the International Monetary Fund, “The IMF and Social Protection, 2017 Evaluation Report,”
(Washington, DC: IMF, 2017), p. 6, https://www.elibrary.imf.org/view/books/017/24529-9781484313800-en/24529-
9781484313800-en-book.xmlArticle IV. Section 3(b) stipulates that the principles adopted by the Fund for guidance of all
members with respect to exchange rate policies shall respect the domestic social and political policies of members.

7 bid.

8 Elaine Sciolino, “US Is Abandoning ‘Shock Therapy’ For The Russians,” New York Times, December 21, 1993,
https://www.nytimes.com/1993/12/21/world/us-is-abandoning-shock-therapy-for-therussians.html (accessed August 23,
2023).

9 “The IMF and Social Protection, 2017 Evaluation Report.”

10 |MF, Biennial Review of the Implementation of the Fund’s Surveillance and of the 1977 Surveillance Decision-Overview, July
2, 2004, https://www.imf.org/external/np/pdr/surv/2004/082404.pdf (accessed August 23, 2023).
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and social protection issues.® And beginning in 1998, Article IV surveillance reports were

expected to include tables with basic social data.:

These developments increased IMF attention to social issues in surveillance reports, the
annual reports that monitor and assess a member country’s economy. However, they had
limited impact on operations. A 2004 internal review of a range of IMF reports produced
between 2002 and 2004 found that while half of Article IV reports included “some
discussion of social issues,” references were often superficial and substantive
discussions were mostly limited to “post-conflict countries and countries with endemic
political and social instability.”s3 The review, referencing the Articles of Agreement clause
on respecting the domestic and social policies of members, recommended staff be more
selective in when they engage on social issues, to cover “fewer issues in greater depth,

perhaps every few years.”

Similarly, the review found that while governance was addressed in 70 percent of
surveillance reports, they “tend to be limited to descriptions of facts and of the authorities’
past or current actions; they tend to stop short of assessing adequacy of these steps or
needs for further action.”ss Moreover, corruption—the underlying problem governance is
meant to address—was only referenced in 10 percent of reports.¢ In other words, while staff
were increasingly paying attention to issues like social protection and governance in their
reports, they rarely made their way into policy prescriptions embedded in IMF programs. In
response to the review, the IMF’s Board of Directors were “broadly satisfied” with how
governance issues were being monitored, although some expressed support for more
research and analysis on how to improve growth and resilience for low-income countries and

more closely monitoring progress toward the Millennium Development Goals.*”

11 “The IMF and Social Protection, 2017 Evaluation Report.”
12 bid.

13 International Monetary Fund, “Biennial Review of the Implementation of the Fund’s Surveillance and of the 1977
Surveillance Decision-Overview,” July 2, 2004, p. 15, https://www.imf.org/external/np/pdr/surv/2004/082404.pdf
(accessed August 23, 2023).

14 1bid., p. 23.
15 Ibid., p. 16.
16 |bid., p. 54.
7 1bid., p. 212.
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The aftermath of the 2008 recession laid bare the limits of the Fund’s approach to social
issues. Although during the crisis the IMF supported increased spending, including on
social sectors, by 2010 that gave way to insisting that governments seeking bailouts
drastically contain their debt by reducing their spending, including on programs vital to
protecting people’s rights.’® A comprehensive review of IMF programs by the ILO and
Columbia University in 187 countries between 2010 and 2020 demonstrated how austerity-
driven programs gutted funding for health, education, pensions, and social assistance
programs, at a time when huge sectors of the population were reeling from job and income

losses due to the recession.

In Europe, the push for austerity, particularly in Greece, Spain, Ireland, and Portugal,
where the EU also drove austerity policies, faced massive popular backlash, badly
damaging the Fund’s reputation.ze This fallout worsened when the bitter medicine the Fund
had prescribed was not working to heal ailing economies. On the contrary, the economic
results were often disastrous, in some cases leaving countries mired in deepening poverty

and inequality.2* In January 2013, the IMF’s chief economist, Olivier Blanchard, issued a

18 Gee, for example, the International Labour Organization, the Initiative for Policy Dialogue, and the South Centre, “The
Decade of Adjustment: A Review of Austerity Trends 2010-2020 in 187 Countries,” 2015, ESS Working Paper No. 53, p. 8,
https://www.social-protection.org/gimi/gess/RessourcePDF.action?ressource.ressourceld=53192; Boston University Global
Development Policy Center, “IMF Austerity Since the Global Financial Crisis: New Data, Same Trend, and Similar
Determinants,” November 2020, https://www.bu.edu/gdp/files/2020/11/IMF-Austerity-Since-the-Global-Financial-Crisis-
WP.pdf.

19 “The Decade of Adjustment: A Review of Austerity Trends 2010-2020 in 187 Countries,” p. 8. See also, Aaron Reeves,
Martin McKee, Sanjay Basu, and David Stuckler, “The political economy of austerity and healthcare: Cross-national analysis
of expenditure changes in 27 European nations 1995-2011,” ScienceDirect115 (2014): 1, accessed August 23, 2023,
https://doi.org/10.1016/j.healthpol.2013.11.008 (“IMF borrowers were significantly more likely to reduce healthcare budgets
than non-IMF borrowers, even after correcting for potential confounding by indication™). An IMF text mining analysis found
that references to social spending in IMF Article IV report and program documents declined precipitously around 2008 and
had not regained their pre-recession average frequency by 2018, when the analysis was conducted. See, IMF, “A Strategy for
IMF Engagement on Social Spending,” policy paper, June 14, 2019, https://www.imf.org/en/Publications/Policy-
Papers/Issues/2019/06/10/A-Strategy-for-IMF-Engagement-on-Social-Spending-46975.

20 «“E|J austerity drive country by country,” BBC News, May 21, 2012, (accessed August 23, 2023),
https://www.bbc.com/news/10162176; Stephen Kalin, “In anti-IMF march, austerity fears and economic disillusion,” £gypt
Independent, November 13, 2012, (accessed August 23, 2023), https://egyptindependent.com/anti-imf-march-austerity-
fears-and-economic-disillusion/; Katie Paul, “In Jordan’s Tafilah, Demands Escalate for King’s Downfall,” A/-Monitor,
November 16, 2012, (accessed August 23, 2023), https://www.al-monitor.com/originals/2012/al-monitor/jordan-king-
talifah.html.

21 See, for example, Boston University Global Development Policy Center, “Poverty, Inequality, and the International
Monetary Fund: How Austerity Hurts the Poor and Widens Inequality,” April 2021,
https://www.bu.edu/gdp/files/2021/04/GEGI_WP_o46_FIN.pdf. (Analysis of IMF loans finding that “stricter austerity is
associated with greater income inequality for up to two years, and that this effect is driven by concentrating income to the
top ten percent of earners while all other deciles lose out...[and] that stricter austerity is associated with higher poverty
headcounts and poverty gaps.”); IMF analysis of austerity more generally similarly finds it leads to an increase in inequality.
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paper that amounted to a rare acknowledgment that the Fund’s insistence on austerity was
deeply flawed. The paper compared economic growth in countries where austerity was
imposed to IMF projections and found that austerity had the exact opposite effect than the
IMF had anticipated.z2 Remy Davison, a professor on international relations at Monash
University, summed up the paper’s findings: For every dollar governments cut from public
spending, the economy shrank by $1.50, whereas the Fund had predicted that for every
dollar cut in government spending, economic output would only shrink by 50 cents.z The
paper said the IMF underestimated the “fiscal multiplier effect;” the extent to which

government spending effects levels of consumer spending and investment.

The IMF’s response to the recession set off a vigorous debate about its economic
approach, and renewed calls, including by many IMF staff, for the need to take the social
and political implications of its programs much more seriously. This was, in part, an
exercise in repairing its reputation. Christine Lagarde, who was appointed managing

directorin 2011, made it a point to, in her words, give the IMF a “human face,” and spoke

See, for example, International Monetary Fund, “The Distributional Effects of Fiscal Consolidation,” working paper, June
2013, https://www.imf.org/external/pubs/ft/wp/2013/wp13151.pdf (IMF analysis of fiscal consolidation in 17 OECD
countries finding that “fiscal consolidation has typically had significant distributional effects by raising inequality,
decreasing wage income shares and increasing long-term unemployment”); Jonathan D. Ostry, Prakash Loungani, and
Davide Furceri, “Neoliberalism: Oversold?” /nternational Monetary Fund, Finance and Development magazine 53, June 2016
https://www.imf.org/external/pubs/ft/fandd/2016/06/ostry.htm (IMF economists finding that fiscal consolidation’s
benefits “in terms of increased growth seem fairly difficult to establish” and “the costs in terms of inequality are
prominent”); “IMF Austerity Since the Global Financial Crisis: New Data, Same Trend, and Similar Determinants,” (“Similar to
what is found in that literature, higher levels of inflation are associated with more stringent fiscal consolidation requirements
in IMF programs”).

22 Qlivier ). Blanchard and Daniel Leigh, “Growth Forecast Errors and Fiscal Multipliers,” IMF Working Paper, January 3, 2013,
(accessed August 23, 2023), https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Growth-Forecast-Errors-and-
Fiscal-Multipliers-40200.

23 For a good analysis of the paper’s findings, see: Remy Davison, “We were wrong: IMF report details the damage of
austerity,” 7he Conversation, January 9, 2013, (accessed August 23, 2023), https://theconversation.com/we-were-wrong-imf-
report-details-the-damage-of-austerity-11533. The paper’s findings were foreshadowed by the IMF’s World Economic Outlook
published in October 2012. See also, Brad Plumer, “IMF: Austerity is much worse for the economy than we thought,”
Washington Post, October 12, 2012, (accessed August 23, 2023),
https://www.washingtonpost.com/news/wonk/wp/2012/10/12/imf-austerity-is-much-worse-for-the-economy-than-we-
thought/; Paul Krugman, “The case for cuts was a lie. Why does Britain still believe it? The austerity delusion,” Guardian,
April 29, 2015, (accessed August 23, 2023), https://www.theguardian.com/business/ng-interactive/2015/apr/29/the-
austerity-delusion.
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more often about issues like gender and income inequality.2« In 2012, she gave a speech

specifying “better social protection” as one way of achieving more “inclusive economies.”?

This shift also made its way into IMF research, guidance, and reporting. In 2012, the IMF’s
internal guidance changed its definition of “macro-criticality,” meaning that it affects a
country’s macroeconomic situation, which is the standard for staff to assess whether
issues are within its mandate. The new definition includes any issue that “affects, or has
the potential to affect, domestic (e.g., growth and inflation) or external stability.”2¢ Staff
maintained broad discretion over the issues they chose to work on, but this gave them a

stronger basis to tackle emerging issues outside their traditional focus.

The IMF Board approved a crop of new policies and guidance notes that focused on these
emerging issues. For example, in 2013, the Fund issued new guidance on jobs and growth
that called for more systemic integration of policy advice to encourage, among other
things, reduced inequality and better protection of the “vulnerable.”27 A review of 2002
conditionalities the following year revised existing guidance to instruct staff that, “if
feasible and appropriate, any adverse effects of program measures on the most vulnerable
should be mitigated.”28 Previously, even after establishing that there was a “strong
justification” for working on issues outside the IMF’s core mandate, staff were expected to
rely on the expertise of institutions such as the World Bank and had little recourse where
such expertise was lacking or inadequate.?®

24 Shawn Donnan, “Christine Lagarde wants softer, kinder IMF to face populist anger,” Financial Times, July 13, 2016,
(accessed August 23, 2023), https://www.ft.com/content/ofco6cge-4877-11e6-8d68-72€9211e86ab. She also liked to refer
to the Fund as composed of “wallet, brain, and heart.” See, for example, Christine Lagarde’s letter, “Updating Bretton
Woods,” /nternational Monetary Fund, Finance and Development magazine, (accessed August 23, 2023),
https://www.imf.org/external/pubs/ft/fandd/2019/06/christine-lagarde-future-of-bretton-woods-straight.htm.

25 “The IMF and Social Protection, 2017 Evaluation Report,” p. 6.

26 «p Strategy for IMF Engagement on Social Spending,” p. 21. See also, IMF, “Modernizing the Legal Framework for
Surveillance: An Integrated Surveillance Decision,” July 17, 2012,
https://www.imf.org/external/np/pp/eng/2012/071712.pdf, p. 6. The previous standard, established in 2005, was macro-
relevance; i.e., the extent of the “impact on macroeconomic conditions and prospects” in the country. See, “The IMF and
Social Protection, 2017 Evaluation Report,” p. 7.

27 IMF, “Guidance Note on Jobs and Growth Issues in Surveillance and Program Work,” September 27, 2013,
https://www.imf.org/external/np/pp/eng/2013/092713a.pdf.

28 |MF, “Revised Operational Guidance to IMF Staff on the 2002 Conditionality Guidelines,” policy paper, July 23, 2014,
https://www.imf.org/en/Publications/Policy-Papers/Issues/2016/12/31/Revised-Operational-Guidance-to-IMF-Staff-on-the-
2002-Conditionality-Guidelines-PP4889, p. 7.

29 “The IMF and Social Protection, 2017 Evaluation Report,” p. 8.
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In 2018, the Board approved new guidelines on social safeguards and a guidance note for
improving the Fund’s engagement on governance, both of which gave staff more leeway to
address social issues when designing programs.3° The same year, IMF staff published two
reports on operationalizing inequality and gender in country work.3t In 2019, the Board
approved a new strategy on social spending, which is discussed in detail in the following

section.32

The IMF and Social Protection

Social protection is broadly recognized, including by the IMF, as key for reducing poverty and
inequality.33 This is closely linked with the human right to social security, which first
appeared in the Universal Declaration of Human Rights and was later enshrined in the
International Covenant on Economic, Social and Cultural Rights, ratified by 171 countries.34
The Committee charged with monitoring the treaty’s implementation has interpreted this
right to encompass nine areas of support: health care; sickness; older age; unemployment;
employment injury; family and child support; maternity; disability; and survivors and
orphans following the death of a breadwinner.3s

Social protection is a less well-defined concept. The United Nations defines it as a set of
policies and programs aimed at preventing, protecting, and overcoming situations that
adversely affect the well-being of people, throughout their life course.3¢ Most often this
includes a combination of cash orin-kind (such as food) transfers distributed through

30 “|MF Executive Board Approves New Framework for Enhanced Engagement on Governance,” IMF press release, April 22,
2018, (accessed August 23, 2023), https://www.imf.org/en/News/Articles/2018/04/21/pr18142-imf-board-approves-new-
framework-for-enhanced-engagement-on-governance.

31 |MF, “How to Operationalize Gender Issues in Country Work,” June 13, 2018, https://www.imf.org/en/Publications/Policy-
Papers/Issues/2018/06/13/ppo60118howto-note-on-gender, (accessed August 23, 2023).

32 «A Strategy for IMF Engagement on Social Spending.”

33 For example, the IMP’s 2021 Technical Note on Social Safety Nets states that they “are intrinsically important in preventing
and alleviating poverty and promoting inclusive growth.” Its 2019 social spending strategy notes that social protection is
“important for achieving inclusive growth” and “directly decreases income inequality.”

34 See, for example, SocialProtection.org, “Glossary,” https://www.social-
protection.org/gimi/RessourceDownload.action?id=56709, (accessed August 23, 2023).

35 UN Committee on Economic, Social and Cultural Rights (CESCR), General Comment No. 19, The right to social security, U.N.
Doc. E/C.12/GC/19 (2008).

36 United Nations Economist Network, “Thematic Brief: Social Protection,” 2021,
https://www.un.org/sites/un2.un.org/files/2021/04/a-th_on_social_protection.pdf, (accessed August 23, 2023).
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contributory or non-contributory schemes.37 This report uses the UN definition, but the
term is sometimes used to encompass a broader range of public programs, including
access to essential health care and education, as well as subsidies that reduce costs such
as for fuel, electricity, or food. For example, in 2012, the ILO adopted a recommendation on
Social Protection Floors (No. 202), described in detail below, that include universal access
to health care and basic income security; it should be noted that these floors are distinct

from IMF social spending floors.

Target 1.3 of the Sustainable Development Goals (SDGs) calls on countries to “implement
nationally appropriate social protection systems for all, including floors, and by 2030
achieve substantial coverage of the poor and the vulnerable.” The IMF’s approach to social
protection is less categorical. On the one hand, it has increasingly emphasized the
importance of social protection over the past decade, reflecting its broader evolution on
social issues.38 Following its 2019 social spending strategy, it developed a Technical Note
on social safety nets, which are the central focus of its emphasis on social protection.3s
The focus on social safety nets already reduces social protection to what are generally
poverty-targeted programs, which the Note defines as typically “noncontributory transfer
programs designed to protecthouseholds from poverty and destitution by ensuring some
minimum level of economic well-being.”+° It expects that IMF engagement on safety nets
“is likely to continue to expand as member countries respond to a rapidly changing
economic and fiscal landscape.”s At the same time, it has maintained some distance from
the idea that social protection falls within its remit, and frequently emphasizes its limited
expertise on these issues. For example, both the 2019 strategy and the Technical Note

37 For contributory schemes, also called social insurance schemes, people must pay into them to be able to access funds.
Many pension and unemployment insurance schemes are contributory. Non-contributory schemes, which any eligible person
can access regardless of contribution, are often referred to as social assistance. Especially in countries with large informal
economies, non-contributory systems are critical to protect people from experiencing poverty. See, Human Rights Watch,
“Questions and Answers on the Right to Social Security,” May 25, 2023.

38 For example, as noted, the 2019 strategy emphasizes the importance of social protection, and social spending floors are
increasingly being included in Fund programs, as discussed at length in this report.

39 In addition to social safety nets, the paper defines social protection as encompassing social insurance, which are
contributory schemes to protect older people and those experiencing sickness or disability and labor market programs that
protect against unemployment.

49 |MF, “IMF Engagement on Social Safety Net Issues in Surveillance and Program Work,” technical notes and manuals,
October 3, 2022, https://www.imf.org/en/Publications/TNM/Issues/2022/10/03/IMF-Engagement-on-Social-Safety-Net-
Issues-in-Surveillance-and-Program-Work-524087, p.3.

4 bid., p. 4.
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instruct staff to rely on development institutions’ expertise and the World Bank in

particular.4

However, even where other institutions or governments design social protection programs,
the Fund exercises enormous influence over governments’ capacityto invest in such
protection, such as by setting fiscal consolidation (that is, revenue increases or spending
restraints for debt and deficit reduction) targets and social spending floors. While these
floors, which are described further below, are not meant to be the maximum amount a
government can spend, in practice the fiscal targets leave governments little flexibility to
spend more. A review by Oxfam of 15 loans approved in 2020 and 2021 found that nine
governments’ actual spending was within 10 percent of the cumulative floor and four spent
less than the floor.s3 Moreover, many IMF-mandated reforms directly impact programs that
function to reduce poverty and inequality, such as reducing or eliminating subsidies,
pension reform, and freezing or reducing public sector jobs or salaries. It often explicitly
relies on a combination of social spending floors and specific improvements in social
protection programs—typically establishing or expanding targeted cash transfer
programs—to “mitigate” the impacts of these measures. For example, in Egypt, where IMF
programs led to removal of fuel subsidies and other major changes in economic policy, the
staff report notes that, “To mitigate the impact of the reforms on the poor, the authorities
intend to use part of the fiscal savings to strengthen the social safety nets,” including two

World Bank-funded targeted cash transfer programs.ss

In addition, the IMF’s suggestion that its staff should rely on the World Bank’s expertise on

social protection is in tension with its own resistance to following the Bank’s lead in

42 See, for example, “A Strategy for IMF Engagement on Social Spending”: “However, more granular recommendations on
how to reform the sector would likely be left to IDIs with relevant expertise and capacity, although the macroeconomic
implications of those recommendations should be consistent with Fund advice”; and “IMF Engagement on Social Safety Net
Issues in Surveillance and Program Work,” p. 35. See also, “The IMF and Social Protection, 2017 Evaluation Report.”

43 Oxfam, “IMF Social Spending Floors: A fig leaf for austerity?”, April 2023,
https://oxfamilibrary.openrepository.com/bitstream/handle/10546/621495/bp-imf-social-spending-floors-130423-
en.pdf;jsessionid=1F9AD4692D236E58Bo0A385AE208275E?sequence=4, (accessed August 23, 2023), p. 23.

44 “The Decade of Adjustment: A Review of Austerity Trends 2010-2020 in 187 Countries.”

45 “IMF Executive Board Approves US$12 billion Extended Arrangement Under the Extended Fund Facility for Egypt,” IMF
press release, November 11, 2016, (accessed August 23, 2023),
https://www.imf.org/en/News/Articles/2016/11/11/PR16501-Egypt-Executive-Board-Approves-12-billion-Extended-
Arrangement.
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embracing, at least in principle, universal social protection over targeted schemes.4 While
the Bank is far from implementing this commitment in practice, the Fund, as detailed
below, has not taken the step of making universal social protection a goal and continues
to be an active champion of targeted social assistance.«” In some cases, the Fund explicitly
calls on governments to more narrowly target its social assistance, but even where it does

not, its position has important implications for where it sets social protection floors.8

Targeted versus Universal Social Protection

There are diverging views as to whether social protection programs should be universal
(also called categorical), which is to say accessible to an entire population or specific
categories of people (for example, children, older people, or people with disabilities)
regardless of economic status, or whether it should be targeted based on people’s income,
assets or other criteria such as the type of housing they live in (that is, means-tested). The
IMF has largely promoted means-testing and in some countries, it has explicitly called for

replacing universal programs with targeted ones.4

The appeal of a targeted approach seems intuitive: in a context where resources are
limited, directing funds to those most in need appears to make sense. However, under
human rights law, all people have the right to social security. Moreover, there is a robust
body of research documenting that targeted programs, as a result of both their design and
implementation, are expensive, prone to errors, can exacerbate social divisions and

mistrust in government, and fail to adequately protect rights.s® A 2017 study by the ILO and

46 “World Bank, ILO Announce New Push for Universal Social Protection,” World Bank press release, September 21, 2016,
https://www.worldbank.org/en/news/press-release/2016/09/21/world-bank-ilo-announce-new-push-for-universal-social-
protection, (accessed August 23, 2023).

47 “IMF/World Bank: Targeting Safety Net Programs Fall Short on Rights Protection,” Human Rights Watch news release, April
14, 2022, https://www.hrw.org/news/2022/04/14/imf/world-bank-targeted-safety-net-programs-fall-short-rights-protection.
48 Bretton Woods Project, “Pro-poor or anti-poor? The World Bank and IMF’s approach to social protection,” April 2018,
https://www.brettonwoodsproject.org/wp-content/uploads/2018/04/At-Issue-social-protection-pdf-v2.pdf, (accessed
August 23, 2023).

49 According to the Mission Chiefs Survey, the introduction or expansion of means-tested schemes is recommended in the
majority of cases (64 percent) and the downsizing of schemes that do not require a means test is suggested in 18 percent.
See, “A Strategy for IMF Engagement on Social Spending.”

5% Human Rights Watch, Automated Neglect: How the World Bank’s Push to Allocate Cash Assistance Using Algorithms
Threatens Rights, New York: Human Rights Watch, 2023), https://www.hrw.org/report/2023/06/13/automated-
neglect/how-world-banks-push-allocate-cash-assistance-using-algorithms; Stephen Kidd, “Social Protection: universal
provision is more effective than poverty targeting,” Development Pathways, June 17, 2021, (accessed August 23, 2023),
https://ideas4development.org/en/social-protection-universal-provision-is-more-effective-than-poverty-targeting/; Isabel
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Development Pathways, a consultancy group that supports social protection systems in
developing countries, found that targeting methodologies often result in errors due to both
their design and implementation. For instance, targeting often relies on dated surveys,
despite the reality that household composition, income, and needs are highly dynamic.5 It
also found that targeting that leads to arbitrary exclusion can generate social conflict and

divisions within communities.

In recent years, a range of international voices, including the ILO and World Bank, have
embraced universal schemes. In 2015, the World Bank announced it would partner with the
ILO to promote universal social protection and in 2019 it published a white paper,
Protecting All, that “wholly endorses the objective of universal social protection espoused
by the international development community.”s2 The World Bank also joined numerous
bodies, including the African Union and European Union, to form USP 2030, an initiative it
co-chairs to achieve universal social protection by 2030.53 Recognizing resource
constraints, some economists, including in the 2019 World Bank white paper, have
advocated for “progressive universalism,” wherein states begin by supporting the poorest
segment of the population and gradually expand the program to include all. While a large
gap between the World Bank’s position and its project designs remains, the Bank’s

rhetorical embrace of universal social protection is significant.

Ortiz, “The Case for Universal Social Protection,” /nternational Monetary Fund Finance and Development magazine,
December 2018, (accessed August 23, 2023), https://www.imf.org/external/pubs/ft/fandd/2018/12/case-for-universal-
social-protection-ortiz.htm; Australian Agency for International Development, 7argeting the Poorest: An assessment of the
proxy means test methodology, September 2011, (accessed August 23, 2023), https://www.dfat.gov.au/about-
us/publications/Pages/targeting-the-poorest-an-assessment-of-the-proxy-means-test-methodology; Magdalena Sepilveda
and Carly Nyst, “The Human Rights Approach to Social Protection,” Ministry of Foreign Affairs of Finland, June 1, 2012,
(accessed August 23, 2023), https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2114384; UNICEF, “Universal child
benefits: Policy issues and options,” June 2020, (accessed August 23, 2023),
https://www.unicef.org/media/72916/file/UCB-ODI-UNICEF-Report-2020.pdf; “IMF/World Bank: Targeted Safety Net
Programs Fall Short on Rights Protection,” Human Rights Watch news release, April 14, 2022,
https://www.hrw.org/news/2022/04/14/imf/world-bank-targeted-safety-net-programs-fall-short-rights-protection.

51 |nternational Labour Office and Development Pathways, “Exclusion by design: An assessment of the effectiveness of the
proxy means test poverty targeting mechanism,” Geneva, 2017, (accessed August 23, 2023), https://www.social-
protection.org/gimi/gess/RessourcePDF.action?ressource.ressourceld=54248.

52 “World Bank, ILO Announce New Push for Universal Social Protection,” World Bank press release, September 21, 2016,
https://www.worldbank.org/en/news/press-release/2016/09/21/world-bank-ilo-announce-new-push-for-universal-social-
protection, (accessed August 23, 2023); World Bank, Protecting All: Risk Sharing for a Diverse and Diversifying World of Work
(Washington, DC: WBG, 2019), accessed August 23, 2023,
https://documentsi.worldbank.org/curated/en/997741568048792164/pdf/Protecting-All-Risk-Sharing-for-a-Diverse-and-
Diversifying-World-of-Work.pdf.

53 USP2030, webpage, accessed August 23, 2023, https://usp2030.0rg.
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The IMF, in contrast, has remained wary about universal social protection even as it
recognizes, particularly in recent years, the shift in international consensus. For example,
in December 2018, the IMF’s Finance & Development Magazine published several articles
that strongly argued for the IMF to embrace universal social protection in line with

emerging economic research and international practice.s

More significantly, in a new strategy on social spending approved in 2019, discussed more
below, the IMF Board sought to clarify its position on targeted and universal schemes. The
strategy acknowledges that in the majority of cases, mission chiefs recommend means-
tested social protection, and in nearly one in five cases they recommend downsizing

programs that are not means-tested.ss

At the same time, recognizing the ILO and World Bank’s position on universal protection,
as well as the approach of progressive universalism, the strategy asks mission chiefs to
take a flexible approach, taking into consideration “country preferences and
circumstances, including administrative, financing, social, and political constraints.”sé
While this opens the door to more frequently pursuing a universal approach, the language
is cautious and doesn’t explicitly question mission chiefs’ overwhelming preference for
targeted schemes to date.s? Moreover, the Technical Note on social safety nets appears to
double down on targeting and explicitly favors conditional cash transfers over other forms
of social protection.s8 Although, like the social spending strategy, it directs staff to take
into consideration “government objectives” when determining whether to target, and

heavily emphasizes safety nets as a tool for reducing poverty.s In such cases, it

54 See, for example, “The Case for Universal Social Protection”; Michael Cichon, “Hardly Anyone Is Too Poor To Share,”
International Monetary Fund Finance and Development magazine, December 2018, (accessed August 23, 2023),
https://www.imf.org/external/pubs/ft/fandd/2018/12/affordability-of-basic-social-protection-cichon.html; Michal
Rutkowski, “Reimagining Social Protection,” /nternational Monetary Fund Finance and Development magazine, December
2018, (accessed August 23, 2023), https://www.imf.org/external/pubs/ft/fandd/2018/12/world-bank-reimagining-social-
protection-rutkowski.htm.

55 “A Strategy for IMF Engagement on Social Spending,” p. 30.

56 Ibid, p. 31.

57 In aJune 2020 post laying out her vision for a fairer economy, Managing Director Kristalina Georgieva affirmed the IMF’s
preference for targeted programs: “It means expanding social programs that are well targeted to reach the most vulnerable.”
See: Kristalina Georgieva, “Beyond the Crisis,” /MF Finance and Development magazine, June 2020, (accessed August 23,
2023), https://www.imf.org/external/pubs/ft/fandd/2020/06/turning-crisis-into-opportunity-kristalina-georgieva.htm.

58 «“Conditional cash transfers, in particular, seem to have higher benefit-cost ratio compared with other SSN programs.” See,
“IMF Engagement on Social Safety Net Issues in Surveillance and Program Work,” p. 24.

59 Ibid., p. 1: “Spending efficiency refers to whether SSN spending meets the government’s policy objective of fighting
poverty in a cost-effective manner and without causing undue labor (or other) market distortions.”
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recommends limiting transfers to only those living under the poverty line in amounts that
fill the gap between household income and the poverty line, an approach that is reflected
in several recent IMF programs that rely heavily on targeted cash transfer programs to
mitigate the impact of IMF-driven reforms.é° Any transfers to households whose income is
above the poverty line, or amounts beyond what is needed to support households to reach

the poverty line, are considered inefficient “leakage.”

At the same time, the note acknowledges many of the well-known problems with targeting.
It highlights, for example, the risk of exclusion errors, noting that the “the capacity to
effectively verify and monitor beneficiary incomes and other eligibility criteria ... can be
especially demanding in low-income settings where, for example, informal employment is
prevalent and population registries are weak.”¢t It also acknowledges that “innovative
approaches that rely on new technologies” could have “important trade-offs,” allowing for
faster expansion though information they rely on may be “less accurate.” One way to
address these challenges the note proposes is, rather than focusing on targeting the
benefits, to “enhance tax capacity and effort” to “claw back” some of the benefits that

accrue to high-income households.

Social Protection Floors

The 2009 G-20, meeting under the long shadow of the 2008 Financial Recession in
Pittsburgh, Pennsylvania, marked an advance for international recognition of the
importance of social protection. The concluding statement of labor and employment
ministers recognized that their countries have a “shared responsibility” to “where needed,
improve social safety nets,” and directed ministers to review reports from the ILO and
other organizations to determine whether further measures were needed to address the
job crisis, including “related to social protection programs.”62 Building on this momentum,
countries requested the ILO to find a common position agreeable to all governments,
federated workers, and employers during its June 2011 conference calling on states to

establish social protection floors with a goal of providing “universal coverage of at least

60 |bid, pp. 23-24.

61bid, p. 26.

62| eaders’ Statement from the Pittsburgh Summit, September 2009, https://www.oecd.org/g20/summits/pittsburgh/G2o0-
Pittsburgh-Leaders-Declaration.pdf. The meeting itself was remarkable in that it was the first time labor ministers were
invited. See also, John Evans, “Trade Union Policy Advocacy with the G20, 2008-2018: A record and assessment,” October
2018, https://www.ohchr.org/Documents/Issues/IntOrder/GlobalGovernanceSpaces/ITUC.pdf.
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minimal levels of protection.”s3 This call for social protection floors, echoed by others, was

endorsed by the G-20 the same year, which defined it as “comprising a basic set of social

guarantees for all and the gradual implementation of higher standards.”¢4

In 2012, delegates representing governments, workers, and employers at the International

Labour Conference approved Recommendation 202 on Social Protection Floors, a new

international labor standard that calls on member states to establish social protection

floors, based on the principle of universality, that guarantee access to health care and

provide basic income security for children; sickness, disability, or unemployment; and

older persons.ss As part of the UN Sustainable Development Goals (SDGs), adopted in

2015, countries committed to implementing nationally appropriate social protection

systems for all, including social protection floors to

reduce and prevent poverty.

Around this time, the IMF began to integrate social
spendingfloors into its lending; a concept distinct from
social protection floors defined differently in each
program but frequently encompassing a broad range of
public spending. In 2009, it introduced the Poverty
Reduction and Growth Trust (PRGT), a facility for low-
income countries that focuses more attention on social
and other priority spending, including through
incorporating explicit “targets” (typically social
spending floors) into program design.¢ These targets,
also called quantitative conditionalities, specify an
amount of spending, either nominal or relative to an
indicator such as GDP. They are incorporated into
programs either as Performance Criteria (PC), which

IMF Conditionalities:

Quantitative Performance Criteria (QPC), also
simply referred to as performance criteria
(PO):

Specific, measurable conditions for IMF
lending that require an IMF Board waiver if
unmet. Many are quantatita.

Indicative Targets (IT): Flexible numerical
trackers for quantitative indicators to help
monitor progress in meeting a program’s
objectives.

Structural Benchmarks (SB): reform measures
that often cannot be quantified but are used as
markers to assess program implementation:
steps a country agrees to take before the IMF
approves financing or completes a review.

63 1L0 and OECD, “Towards national social protection floors,” policy note, September 2011,

https://www.oecd.org/els/48732216.pdf, (accessed August 23, 2023).

6410, “G20 Labour and Employment Ministers’ Conclusions — Paris, 26-27 September 2011,” September 27, 2011,
https://www.ilo.org/global/about-the-ilo/how-the-ilo-works/multilateral-system/g20/WCMS_164260/lang--en/index.htm,

(accessed August 23, 2023).

65 |0, “Social Protection Floors Recommendation, 2012,” No. 202, June 14, 2012, (accessed August 23, 2023),
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_INSTRUMENT_ID:3065524.

66 «“The IMF and Social Protection, 2017 Evaluation Report.”
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require a Board-approved waiver if not met in order to receive additional tranches of

funding, or as indicative targets (IT), which staff have discretion to waive if unmet.é7

However, despite the name, these floors were largely not specific to social protection.é8 For
example, a 2017 review by the IMF’s Independent Evaluation Office (IEO), which conducts
independent evaluations of IMF policies and activities, analyzed the IMF’s efforts around
social protection and found that 55 of the 57 IMF arrangements approved under the PRGT
between 2010 and 2015 had social or other priority spending floors, but only 10 (in seven
countries) contained indicative targets defined to focus primarily and specifically on social
protection.s Moreover, multiple reports from the Independent Evaluation Office of the IMF
found that “Social and other priority spending floors in IMF-supported [Low-Income
Country] programs were generally not very useful for safeguarding social protection
expenditures.”? For this reason, this report refers to such floors in IMF programs as “social

spending floors.”

Beginning in 2011, the IMF and the ILO started a limited collaboration on social protection
focusing on a few pilot countries. The 2017 IEO review described the collaboration as “not
very successful,” noting that of the three countries to pilot the initiative, two never
appeared to take off and the success of the third was unclear.? In 2014, the IMF
announced plans to scale up the program, but the review found that it was abandoned for
reasons staff were unable to explain. The IMF has since relied mostly on the World Bank for
expertise on social protection. In 2021, the IMF and ILO began collaborating on a new pilot
program that included four countries, only one of which, Mozambique, was a loan
program.72 The pilot ended but Helmut Schwartzer, who heads the ILO’s Public Finance,
Actuarial Services, and Statistics Unit in the Social Protection Division, described the

67 IMF, “Expenditure Conditionality in IMF-Supported Programs,” working paper, December 2018, p. 7,
https://asip.org.ar/wp-content/uploads/2019/01/Expenditure-Conditionality-in-IMF-supported-Programs-IFM.pdf,
(accessed August 23, 2023).

68 This continues to be true: many of the floors include categories of spending that go far beyond social protection. For this
reason the analysis of these floors in chapter Il refers to them as “social spending floors.”

69 “The IMF and Social Protection, 2017 Evaluation Report.”

70 |bid.

71 |bid. Helmut Schwarzer, who currently heads the ILO’s Public Finance, Actuarial Services, and Statistics Unit in the Social
Protection Division, was assigned to work with the IMF on El Salvador. He told Human Rights Watch that his IMF counterparts
“didn’t really involve themselves” in the collaboration and he sometimes had to learn about their activities in the
newspaper. Human Rights Watch video interview with Helmut Schwarzer, June 26, 2023.

72 |bid.
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engagement as “relatively positive” and told Human Rights Watch that they are working on

a proposal “to continue and deepen the relationship over the next two years.”73

The IEO review, which included a host of recommendations, spurred the IMF Board to
adopt a new Strategy on IMF Engagement on Social Spending in 2019.74 The strategy
recognized that social protection spending is important for inclusive growth and directly
decreases income inequality. It provides more detailed guidance on when social spending
is macro-critical, and therefore a permissible focus for IMF staff, breaking it down into
three categories: whether social spending is sustainably financed, adequate, or efficient.
Macro-criticality alone, however, is “necessary but not sufficient,” and staff are expected

to continue to rely on external institutions where the IMF lacks in-house expertise.

At the same time, the strategy recommends strengthening quantitative targets and
structural benchmarks to improve social safety nets, particularly when adjustments in
Fund programs affect people in poverty. The strategy notes that “programs should aim to
mitigate the adverse effects of adjustment measures on the vulnerable, and conditionality
should support social objectives where critical for the program’s success.” Specifically,
staff are expected to “analyze and, as appropriate, document the social impact of
adjustment and measures to protect the vulnerable,” noting that “this may be important in

order to build public support and political ownership of the program.”

The Technical Note on Social Safety Nets specifies the role of social protection schemes in

achieving this goal:

In some cases, SSN reforms (for example, expanding existing cash transfer
programs) are needed to mitigate the adverse impact of needed
macroeconomic adjustment on vulnerable households, and therefore
instrumental in supporting program success and to maintaining reform

momentum.7s

73 1bid.
74 “Exclusion by design: An assessment of the effectiveness of the proxy means test poverty targeting mechanism.”

75 “IMF Engagement on Social Safety Net Issues in Surveillance and Program Work,” p. 41.
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Where social safety net reforms are critical to IMF programs, the Technical Note allows for
conditionalities either on general spending or on coverage amounts, and specifies when

staff should use Performance Criteria or indicative targets to achieve these goals.?s

Rhetoric versus Reality

The IMF’s focus on social spending and social protection has evolved significantly since
the 1990s, yet both internal and academic research has cast doubt on how effectively it
has been incorporated into the Fund’s operations or changed its impacts. The Fund’s own
analysis of all 283 programs approved and ongoing between 2000 and 2016 found a
“significant number of instances in which education and health spending decreased in
program countries,” particularly where short-term fiscal consolidation is high.77 And the
IEO’s 2017 review of social protection found that although there has been an increase in
attention to social protection, implementation has been uneven: “In some cases, staff
provided high-quality analysis, but at times it seemed that attention to social protection in
surveillance devolved into a box-ticking exercise.... Country officials noted that often
advice was generic and lacked appreciation of country circumstances.” While programs
“invariably emphasized the need to mitigate potential adverse effects of program
measures on the most vulnerable,” authorities had mixed views on the effectiveness of
IMF advice.?

Academic research using both quantitative and qualitative methods to assess changes in
IMF programs over time has similarly found reason to doubt the practical impact of the
evolution in the Fund’s rhetoric. One 2016 study by Alexander Kentikelenis published in
the Review of International Political Economyanalyzed all conditions in IMF loan
agreements between 1985 and 2014, spanning 131 countries, and found “little evidence of
a fundamental transformation of IMF conditionality”:

The organization's post-2008 programmes reincorporated many of the
mandated reforms that the organization claims to no longer advocate and

the number of conditions has been increasing. We also find that policies

76 |bid., p. 43.
77 “A Strategy for IMF Engagement on Social Spending.”
78 |bid.
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introduced to ameliorate the social consequences of IMF macroeconomic

advice have been inadequately incorporated into programme design.7?

A working paper by the Global Development Policy Center at Boston University analyzing the
level of fiscal consolidation required in each IMF program from 2008 to 2018 similarly found
that “IMF austerity did not significantly change in the wake of the financial crisis.” Strikingly,
it found that countries that were granted relatively more relaxed fiscal conditionality were
those with “larger voting rights in the IMF” or were politically aligned with Western Europe.se
An in-depth analysis by Osama Diab in Middle East Critigue comparing the IMF’s conditions
in two major loans to Egyptin 1991 and 2016 also did not find evidence of a transformation
in the IMP’s approach.8: It found that the social component of the 2016 loan was roughly
equivalent to the social component in the 1991 loan.

Yet another research paper, published in 2013 under the auspices of the UN Department of
Economic and Social Affairs with research collaboration of IMF staff, examined episodes of
fiscal consolidation measures for a sample of 17 countries that are members of the
Organisation for Economic Co-operation and Development (OECD) over the period 1978 to
2009 and found that these episodes “typically led to a significant and long-lasting
increase in inequality” and to a “fall in wage income,” but not in profit or rent income.82 A
2020 study in the Review of International Organizations, found that IMF programs led to
increased inequality, with the effect persisting for up to five years, although it wasn’t
examining whether programs changed with IMF rhetoric and looked at programs between
1973 and 2013. Interestingly, it found that “this effect is driven by absolute income losses
for the poor and not by income gains for the rich,” and that the evidence indicates that
“inequality rises faster during programs that feature more extensive conditionality and that

include social-spending cuts and labor-market conditions.”83

79 Alexander E. Kentikelenis, Thomas H. Stubbs, and Lawrence P. King, “IMF conditionality and development policy space,
1985-2014,” Review of International Political Economy 23 (2016), accessed August 23, 2023,
doi:10.1080/09692290.2016.1174953.

80 «“|\F Austerity Since the Global Financial Crisis: New Data, Same Trend, and Similar Determinants.”

81 0sama Diab and Salma Ihab Hindy, “IMF’s Social Protection between Rhetoric and Action: The Case of Egypt,” Middle East
Critiqgue 30 (2021), accessed August 23, 2023, doi: 10.1080/19436149.2021.1989551.

82N Department of Economic and Social Affairs, “The distributional effects of fiscal austerity,” working paper no. 129, June
2013, (accessed August 23, 2023), https://www.un.org/esa/desa/papers/2013/wp129_2013.pdf.

83 valentin Lang, “The economics of the democratic deficit: The effect of IMF programs on inequality,” 7he Review of
International Organizations 16 (2021), accessed August 23, 2023, doi:10.1007/511558-020-09405-X.
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While these studies highlight the importance of closely scrutinizing how effectively the IMF
is integrating its recent commitments to social protection, that does not mean the change
in rhetoric is not itself significant. In September 2011, a provocative article appeared in the
Cambridge Journal of Economics called “Not Your Grandfather’s IMF: Global Crisis,
Productive Incoherence, and Development Policy Space,” in which the author, llene
Grabel, made the case that the IMF’s critics who saw the institution’s response during the
Financial Recession as fundamentally unchanged are missing an important point.8s Rather
than “strong continuity,” she argued that the IMF’s response to the global financial crisis
was one of “productive incoherence,” which is to say the absence of a “unified, consistent
and universally applicable approach” that had previously characterized its response to
crises. In Grabel’s view, this inconsistency signals a weakening of the straitjacket
neoliberalism held over policy space and opens significant, if fragile, possibility for
change. A decade later, both views have reason to claim vindication: the research
suggests the IMF’s impact does not reflect the transformation of its rhetoric but at the

same time the “productive incoherence” has only deepened.

Less than a year after the IMF adopted a new strategy on social spending, the Covid-19
pandemic sent the global economy into a tailspin, causing one of the worst economic crises
in living memory. From the outset, IMF Managing Director Kristalina Georgieva promised to
use Fund resources to turn the recovery from the crisis into an opportunity to “build back
better,” including by making economies more inclusive and less unequal. For the first year or
so of the pandemic, the IMF mostly relied on emergency facilities that do not have conditions
and therefore offer little room to address structural or long-term gaps in social spending. As
the crisis has worn on, the IMF is increasingly turning to multiyear programs that include

conditionalities, testing the IMF’s willingness to make its rhetoric a reality.

84 |lene Grabel, “Not your grandfather’s IMF: global crisis, ‘productive incoherence’ and developmental policy space,”
Cambridge Journal of Economics 35 (2011): 5, accessed August 23, 2023, doi:10.1093/cje/bero12.
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Il. Social Spending Floors in the Wake of Covid-19

If the 2008 Financial Recession put social protection on the global agenda, the Covid-19
pandemic exposed how little progress was made in achieving that goal. The ILO estimates
that around half the world’s population—more than 4 billion people—are not covered by
any form of social protection.8s And access is deeply unequal across countries: high-
income countries spend an average of 16.4 percent of GDP on social protection whereas
low-income countries, which are more likely to seek IMF support, spend an average of just
1.1 percent, according to the I1LO.86 The vast majority of those who are covered receive
amounts too meager to protect their economic, social and cultural rights, and many
countries’ social protection programs are mired in dysfunction or corruption such that

benefits never reach those who are eligible.?

During normal times, this yawning coverage gap leaves people struggling to pay for
essentials such as food or rent due to low wages or inability to work; as governments
ordered lockdowns and other restrictions to prevent the spread of the Covid-19 virus, it
turned catastrophic. Many governments, including in developing countries, introduced an
unprecedented expansion of social protection benefits as well as other measures to
support people affected by the pandemic, with nearly 1,700 measures reported in 209
countries between February 2020 and May 2021.88 Of these measures, 52 percent were

new emergency benefits, and the remaining measures were adjustments to preexisting

85 “More than 4 billion people still lack any social protection, ILO report finds,” International Labour Organization news
release, September 1, 2021, https://www.ilo.org/global/about-the-ilo/newsroom/news/WCMS_817653/lang--en/index.htm
(accessed August 23, 2023).

86 |hid.

87 International Labour Organization, “Investing better in universal social protection: Applying international social security
standards in social protection policy and financing,” working paper 43, January 13, 2022,
https://www.ilo.org/global/publications/working-papers/WCMS_834216/lang--en/index.htm; “Investing more in universal
social protection: Filling the financing gap through domestic resource mobilization and international support and
coordination,” working paper 44, January 14, 2022, https://www.ilo.org/global/publications/working-
papers/WCMS_834194/lang--en/index.htm.

88 World Bank, “Social Protection and Jobs Response to COVID-19: A Real-Time Review of Country Measures,” living paper,
May 14, 2021, https://documents.worldbank.org/en/publication/documents-
reports/documentdetail/281531621024684216/social-protection-andjobs-responses-to-covid-19-a-real-time-review-of-
country-measures-may-14-2021, (accessed August 23, 2023).
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programs.8 However, the inequalities in social protection between countries are vast, and
many simply did not have the infrastructure in place to reliably expand measures.?°c Many
countries ended these expansions or programs even as people struggled to cope with the
continued economic impacts of the pandemic and subsequent events, like Russia’s
invasion of Ukraine. As a result, untold millions of people around the world were left
without help when theirincome disappeared.s The World Bank estimates that 97 million

people were pushed into poverty in 2020 alone.?

The scale of worsening poverty was not only devastating to people’s rights but also
intensified the immense pressure the pandemic placed on economies, making it harder for
them to recover. Indeed, strong pre-existing social protection systems contributed to
making countries more resilient to the economic shocks of the pandemic.93 In the United
States, where the government responded with an unprecedented expansion of benefits
including near-universal cash transfers, poverty decreased despite the economic toll of

the pandemic.9

89 The ILO data dashboard on social protection responses to the COVID-19 pandemic provides information on the number
and types of responses (i.e., new programs or benefits, or adjustment to existing or new programs and so on):
https://www.social-protection.org/gimi/ShowWiki.action?id=3417, (accessed August 23, 2023).

90 Michael Weber and David Newhouse, “Developing countries introduced an unprecedented social protection and jobs
policy response to mitigate the effects of the pandemic” posted to “World Bank Blogs” (blog), March 30, 2021,
https://blogs.worldbank.org/jobs/developing-countries-introduced-unprecedented-social-protection-and-jobs-policy-
response, (accessed August 23, 2023).

91 “More than 4 billion people still lack any social protection, ILO report finds,” International Labour Organization news
release, September 1, 2021. See also, Human Rights Watch, “We Are All Vulnerable Here”: Kenya’s Pandemic Cash Transfer
Program Riddled With Irregularities, New York: Human Rights Watch, 2021), https://www.hrw.org/report/2021/07/20/we-
are-all-vulnerable-here/kenyas-pandemic-cash-transfer-program-riddled; “Between Hunger and the Virus”: The Impact of the
Covid-19 Pandemic on People Living in Poverty in Lagos, Nigeria, New York: Human Rights Watch, 2021),
https://www.hrw.org/report/2021/07/28/between-hunger-and-virus/impact-covid-19-pandemic-people-living-poverty-
lagos; “/ Must Work to Eat”: Covid-19, Poverty, and Child Labor in Ghana, Nepal, and Uganda, (New York: Human Rights
Watch, 2021), https://www.hrw.org/report/2021/05/26/i-must-work-eat/covid-19-poverty-and-child-labor-ghana-nepal-and-
uganda.

92 Daniel Gerszon Mahler, Nishant Yonzan, Christoph Lakner, R. Andres Castaneda Aguilar, and Haoyu Wu, “Updated
estimates of the impact of COVID-19 on global poverty: Turning the corner on the pandemic in 2021?” post to “World Bank
Blogs” (blog), June 24, 2021, https://blogs.worldbank.org/opendata/updated-estimates-impact-covid-19-global-poverty-
turning-corner-pandemic-2021 (accessed August 23, 2023).

93 Kristalina Georgieva, “The Great Divergence: A Fork in the Road for the Global Economy” (blog), /MF Blog, February 24,
2021, https://blogs.imf.org/2021/02/24/the-great-divergence-a-fork-in-the-road-for-the-global-economy/, (accessed August
23,2023).

94The Census Bureau reported in 2021 that 9.1 percent of Americans were living below the poverty line in 2020, down from
11.8 percent in 2019. See, “Income, Poverty and Health Insurance and Supplemental Poverty Measure,” US Census Bureau
webpage, accessed August 23, 2023, https://www.census.gov/newsroom/press-kits/2021/income-poverty.html. The
Census Bureau estimates that direct checks alone lifted 11.7 million people out of poverty in 2020; unemployment benefits
and nutrition assistance prevented an additional 10.3 million people from falling into poverty.
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The IMF recognized from the outset of the pandemic the importance of getting support to
people and repeatedly exhorted governments to “spend what they can” to protect “lives
and livelihoods.”9 To support governments’ response, between March 2020 and March
2022, the Fund provided $168 billion through its lending facilities and debt relief to
upwards of 100 countries.?¢ In August 2021, the Fund also approved a new allocation of
$650 billion in Special Drawing Rights, a Fund-created interest-bearing asset that can be
exchanged for certain currencies and is distributed to all member countries in proportion

to their quota.s”

But particularly for countries without existing or reliable social protection programs, often
compounded by other gaps such as in health and education systems, the infusion of
resources did little to protect people or bolster economic resilience. The pandemic made
clear that governments need to invest in adequately funded permanent programs, both to
build more equitable and stable economies in the aftermath of the pandemic and, as the
IMF notes, to prepare for a world with increasingly frequent economic shocks due to
climate change, technological advancements, financial crises, and other drivers.8

For example, an IMF departmental paper published in 2020 focusing on the Middle East
and Central Asia finds that a 10 percent increase in public social protection spending per
capita sustained for three years can close 20-40 percent of the Human Development Index
(HDI) gap between countries in the region and their comparators, and up to 45-60 percent
of the gap could be closed if this increase in social spending is accompanied by better

governance.?

95 Larry Elliot, “Spend what you can to fight Covid-19, IMF tells member states,” Guardian, April 15, 2020,
https://www.theguardian.com/business/2020/apr/15/spend-what-you-can-to-fight-covid-19-imf-tells-member-states
(accessed August 23, 2023).

96 IMF tracker, “COVID-19 Financial Assistance and Debt Service Relief,” last updated March 9, 2022,
https://www.imf.org/en/Topics/imf-and-covid19/COVID-Lending-Tracker (accessed August 23, 2023).

97 IMF factsheet on Special Drawing Rights, https://www.imf.org/en/About/Factsheets/Sheets/2016/08/01/14/51/Special-
Drawing-Right-SDR (accessed August 23, 2023). SDRs are allocated based on members’ quotas, which reflect their relative
size in the global economy based on a specific formula. For example, the United States was allocated 79.5 billion SDRs in
August 2021, while Yemen received 466.8 million. See, IMF factsheet on IMF Quotas,
https://www.imf.org/en/About/Factsheets/Sheets/2016/07/14/12/21/IMF-Quotas (accessed August 23, 2023), and the IMF
webpage on 2021 General SDR Allocation, last updated August 23, 2021, https://www.imf.org/en/Topics/special-drawing-
right/2021-SDR-Allocation.

98 See, for example, IMF, “IMF Engagement on Social Safety Net Issues in Surveillance and Program Work,” technical notes
and manuals, October 3, 2022, p. 4.

99 International Monetary Fund, “Social Spending for Inclusive Growth in the Middle East and Central Asia,” September 29,
2020, https://www.imf.org/en/Publications/Departmental-Papers-Policy-Papers/Issues/2020/09/25/Social-Spending-for-
Inclusive-Growth-in-the-Middle-East-and-Central-Asia-49669 (accessed August 23, 2023).
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At the same time, governments, particularly in low- and middle-income countries, faced
reduced revenues and mounting debt as a result of the pandemic. As the IMF transitioned
from relying principally on emergency loans, which do not include conditionalities, to
support governments’ immediate pandemic response, to negotiating multiyear programs
to support economic recoveries, it faces a critical opportunity to break with its historical
reliance on fiscal consolidation and structural adjustments that fuel economic inequality

and to promote adequate investment in social protection.

In this context, the IMF has emphasized social spending floors, which it also sometimes
calls social protection floors. The former label is more accurate since many floors
encompass categories of spending that go far beyond social protection. IMF loan
documents describe these floors as simultaneously serving multiple distinct purposes:
they protect certain spending from fiscal consolidation, mitigate the impact of adjustments
in programs that negatively impact people on low incomes, and address longstanding

gaps in social protection programs.

Doubling Down on Austerity

In addition to emergency relief loans and debt relief programs, between March 2020 and
March 2023, the IMF approved 33 loans under the Extended Credit Facility (ECF) and
Extended Fund Facility (EFF) and six under the Stand-By Arrangement (SBA) with a total
amount of $30 billion to the following countries: Afghanistan (frozen), Argentina, Armenia,
Bangladesh, Barbados, Benin, Cabo Verde, Cameroon, Chad, Congo, Costa Rica, Democratic
Republic of Congo, Ecuador, Egypt, Gabon, Gambia, Georgia, Guinea-Bissau, Jordan, Kenya,
Madagascar, Malawi, Mauritania, Moldova, Mozambique, Nepal, Niger, Papua New Guinea,
Senegal, Serbia, Seychelles, Somalia, Suriname, Tanzania, Uganda, Ukraine, and Zambia.to°

The total number of people living in these countries is over 1 billion.

All three are lending instruments that include conditionalities: ECF and EFF are generally
three- to five-year programs, and the SBA generally extends for 12 to 36 months. The
conditionalities included in loan programs are the result of often intense negotiation

between IMF country teams and government authorities and are therefore to some extent

100 A $15.6 billion EFF to Ukraine approved in March 2023 is not included in this report’s analysis given the extenuating
circumstances in the country at the time of approval; an earlier $5 billion SBA to Ukraine, approved in June 2020, is included
in the analysis.
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shaped by the particularities of each country’s economic reality as well as the individual
views and preferences of authorities and staff involved in these discussions. IMF
guidelines also encourage staff to engage civil society throughout the negotiation

process.t

Moreover, loan agreements, and the policies that underpin them, are shaped not only by
staff, but by powerful governments on the IMF’s Executive Board, which have to approve
them. The Board is made up of 24 directors who are elected by member countries or
groups of countries, and the managing director, who serves as the chairperson.®z Voting
power on the Board is distributed roughly based on countries’ economy size, such that the
US and European countries, as well as Japan and China, have outsized power including on

matters related to the institution’s economic approach.

This process means that each loan agreement is different, and governments, and
sometimes the public, have a hand in shaping them. This report does not examine the
specific context that led to every program, nor does it seek to make determinations about
individual policy choices they reflect. Rather, it traces some of the core elements and
underlying approach that thread through these loans to reflect the Fund’s institutional
philosophy embedded formally through policies and guidance as well as informally

through high-level speeches and inter-departmental discussions.

The 39 loan programs reviewed vary in many respects but nearly all share a common
theme: they preserve the IMF’s traditional fiscal consolidation measures while increasing
the emphasis on “mitigating” the impact of IMF-driven reforms. A table with key
information about each program is in the following section and a more detailed summary
isincluded in an annex to this report. All but six programs explicitly impose fiscal
consolidation and nearly all of these include a variation of the phrase “while protecting
social spending.” Even those programs that don’t explicitly reference fiscal consolidation

may nonetheless reduce public spending in ways that risk harming rights. All but six

101 |nternational Monetary Fund, “2015 Guidelines on the IMF Staff Engagement with Civil Society Organizations,”
https://www.imf.org/external/np/exr/cs/pdf/CSOGuidelinesMarch2016.pdf (accessed August 23, 2023).

102 |)MF Executive Directors and Voting Power webpage, last updated May 10, 2023,
https://www.imf.org/en/About/executive-board/eds-voting-power (accessed August 23, 2023).
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programs include a social spending floor.=3 The IMF had already been moving in the
direction of emphasizing social spending floors in recent years, so it is not entirely new,
butitis notable that the sense of urgency to build more equitable and inclusive economies

triggered by the pandemic has led the IMF to double down on this approach.o

The potential risks that fiscal consolidation, which simply means reducing public debt or
deficits, poses for human rights depend on the specific policies governments pursue to
achieve consolidation targets. It is possible to achieve these targets by growing GDP or
raising new revenues through progressive means, and some programs emphasize a
“revenue-based” approach or a focus on growth.s However, this report finds that most of
the IMF programs approved since the start of the pandemic project decreases in public
spending, and 31 of the 38 reviewed include at least one measure that risks harming

rights, as discussed in detail in the following section.¢

International Human Rights Standards and Austerity

Austerity has well documented impacts on human rights. International legal
standards have evolved over the past decade to ensure that rights are protected
during economic crises, as detailed in Section IV of this report. In 2016, the UN
Committee on Economic, Social and Cultural Rights (CESCR), charged with interpreting
the ICESCR, issued a statement on public debt and austerity that made clear that
international financial institutions (IFls) “are obligated to comply with human rights”

and explicitly disagrees with the position that the IMF’s Articles of Agreement

103 Somalia was the most significant outlier because it received a loan as it began the process for debt relief as a Highly
Indebted Poor Country, which includes clearing its arrears and thus opening up space for increased spending. The program
prohibited any new debt accumulation. While the 18-month SBA to Egypt approved in 2020 did not include a social spending
floor, the EFF approved in December 2022 did include one.

104 Several major recent loan programs pioneered this approach, including Jordan, which is the basis for the case study in
the following chapter. An ILO working paper analyzing all of the IMF’s 2020 loans, which includes pre-pandemic lending, also
finds the majority of loans to take this approach. International Labour Organization, “Social policy advice to countries from
the International Monetary Fund during the COVID-19 crisis: Continuity and change,” working paper 42, December 10, 2021,
https://www.ilo.org/global/publications/working-papers/WCMS_831490/lang--en/index.htm (accessed August 23, 2023).
105 See, for example, Sri Lanka (“ambitious revenue-based fiscal consolidation); Senegal (“revenue-based consolidation”);
Benin (“revenue-based fiscal consolidation”); Argentina (“sustained and growth friendly fiscal consolidation™); Niger (fiscal
consolidation driven by “robust nominal GDP growth,” among other drivers).

106 |sabel Ortiz and Matthew Cummins, “Austerity: The New Normal,” working paper, October 2019,
http://policydialogue.org/files/publications/papers/Austerity-the-New-Normal-Ortiz-Cummins-6-Oct-2019.pdf (accessed
August 23, 2023).
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preclude it from doing so0.1°7 In March 2019, the Human Rights Council adopted a set of
principles, developed by Juan Pablo Bohoslavsky, the UN Independent Expert on
foreign debt, to guide states and financial institutions in their response to economic
crises.®8 These principles incorporate and update previous related standards and

provide that:

e |Fls and governments have human rights obligations to respond to economic
crises in ways that protect and advance rights in both the short and long term
by pursuing economic recovery measures that further “the benefit of the whole
population, instead of only a few.”

e Debt servicing should not come at the expense of rights and creditors should
consider debt restructuring or relief where appropriate to ensure governments
are able to adequately protect rights.

e Fiscal policies, including in relation to revenue collection, budget allocations
and expenditure, must comply with international human rights standards and
principles, in particular equality and non-discrimination.

o Any measure that would result in retrogression—that is, reversal or erosion—of
rights is “considered a prima facie violation” of rights, and is only permissible
if there are no other policy alternatives that would be less harmful to rights. To
pursue austerity measures, states must “demonstrate that all other
alternatives have been exhausted, and provide safeguards to protect human
rights, particularly the rights of the most vulnerable.”

o Where governments are able to demonstrate they are unable to avoid
measures that lead to retrogression, such measures must be temporary,
proportionate, non-discriminatory, and protect the minimum core of economic
and social rights. They also must be based on transparency and the genuine
participation of affected groups and subject to meaningful review and
accountability procedures, including human rights impact assessments.

e As part of IFls and governments’ obligation to engage in a meaningful public

dialogue, particularly with those most likely to be affected, they are expected

107 UN Committee on Economic, Social and Cultural Rights, “Public debt, austerity measures and the International Covenant
on Economic, Social and Cultural Rights,” statement, U.N. Doc. E/C. 12/2016/1 (2016).

108 )N Human Rights Council, Report of the Independent Expert on the effects of foreign debt on human rights, “Guiding
principles on human rights impact assessments of economic reforms,” December 19, 2018, A/HRC/40/57,
https://documents-dds-ny.un.org/doc/UNDOC/GEN/G18/443/52/PDF/G1844352.pdf?0OpenElement.
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to conduct human rights impact assessments “that demonstrate that their
proposed economic reform measures will realize, not undermine” human
rights. The assessments, which should be conducted in a transparent,
participatory process and then published, “should seek to identify and
address the potential and cumulative impacts of measures on specific
individuals and groups and protect them from such impacts.” In the case of

IMF loan programs, they should be published prior to approval.

There is a significant body of economic research questioning the effectiveness of austerity
and documenting its harms, alongside the evolution of international human rights
standards. Nobel Prize laureates Joseph Stiglitz and Paul Krugman have criticized austerity
as an ineffective and harmful response to crises.9 As noted in the Background section,
the IMF’s chief economist issued a report that found that fiscal consolidation led to
economic contraction in developed countries, whereas the IMF had predicted it would lead
to economic growth, and a study of fiscal consolidation in 17 OECD countries found it

typically led to economic contraction, falling wages, and long-term inequality.

Numerous economists urged IFls and governments to find alternatives to austerity in their
response to the economic crises precipitated by the Covid-19 pandemic. In January 2021,
the Chief Economist at the OECD, Laurence Boone, told the Financial Times, “The first
lesson [of the financial recession] is to make sure governments are not tightening in the

one to two years following the trough of GDP.”1° |[n September 2020, the UN Conference on

109 University of Aberdeen, Department of Economics and Centre for European Labour Market Research, “The Consequences
of Fiscal Stimulus on Public Debt: A Historical Perspective,” October 21, 2014, https://www.primeeconomics.org/s/The-
Consequences-of-Fiscal-Stimulus-on-Public-Debt.pdf (accessed August 23, 2023); International Monetary Fund,
“Expansionary Austerity: New International Evidence,” working paper, July 2011,
https://www.imf.org/external/pubs/ft/wp/2011/wp11158.pdf (accessed August 23, 2023); Thomas Piketty, Jeffrey D. Sachs,
Heiner Flassbeck, Dani Rodrik, and Simon Wren-Lewis, “Austerity Has Failed: An Open Letter From Thomas Piketty to Angela
Merkel,” Nation, July 7, 2015, https://www.thenation.com/article/archive/austerity-has-failed-an-open-letter-from-thomas-
piketty-to-angela-merkel/ (accessed August 23, 2023); Joseph Stiglitz, “Europe’s Austerity Disaster,” Social Europe,
September 29, 2014, https://socialeurope.eu/europes-austerity-disaster (accessed August 23, 2023); Paul Krugman, “How
the Case for Austerity Has Crumbled,” New York Review, June 6, 2013, https://www.nybooks.com/articles/2013/06/06/how-
case-austerity-has-crumbled/ (accessed August 23, 2023).

110 Chris Giles, “IMF says austerity is not inevitable to ease pandemic impact on public finances,” Financial Times, October
14, 2020, https://www.ft.com/content/722ef9co-36f6-4119-a00b-06d33fced78f (accessed August 23, 2023).
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Trade and Development warned of a “lost decade” if countries choose the path

of austerity.m

While in the early months of the pandemic the IMF urged countries to spend what they
needed and appeared to eschew austerity as a path to recovery, it quickly pivoted to
pushing countries toward fiscal consolidation.®z In the first year of the crisis, the Fund
approved emergency loans to dozens of governments that are lump-sum up-front
payments, and therefore don’t include conditionalities, although governments’ request

letters include specific commitments that reflect and reinforce policy plans.

A review by Oxfam found that 85 percent of the 107 Covid-19 loans included commitments
to impose fiscal consolidation as early as 2021.13 Isabel Ortiz and Matthew Cummins
published a paperin September 2022 analyzing IMF policy advice for 172 countries and
similarly found that most included austerity-driven measures. Although the paper looked
at advice rather than loan conditionalities, it is nonetheless influential and indicative of
the IMF’s approach. For example, it found 120 governments were considering
“rationalizing” social protection programs, which often means more narrowly targeting
them. This pivot, which appears to mimic the Fund’s abrupt shift from stimulus to austerity
following the Financial Recession, poses significant risks to human rights. These risks are
greatly exacerbated by the absence of impact assessments or justifications for pursuing
these policies, which in turn undermines robust national dialogue in arriving at these

policy choices.

The IMF’s World Economic Outlook published in April 2023 cites findings, including by
internal IMF research, that yet again call into question its heavy emphasis on fiscal

consolidation and cutting public spending. The report confirms, for example, that “fiscal

111 «Covid-19: UNCTAD warns of ‘lost decade’ if austerity becomes countries’ winning policy mindset,” UNCTAD press release,
September 22, 2020, https://unctad.org/press-material/covid-19-unctad-warns-lost-decade-if-austerity-becomes-countries-
winning-policy (accessed August 23, 2023).

112 See, for example, Giles, “IMF says austerity is not inevitable to ease pandemic impact on public finances,” Financial
Times.

113 Oxfam, “Adding Fuel to Fire,” August 11, 2021,
https://oxfamilibrary.openrepository.com/bitstream/handle/10546/621210/bp-covid-loans-imf-austerity-110821-
en.pdf?sequence=1 (accessed August 23, 2023).
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consolidations do not reduce debt ratios, on average.”#But, as described below, this

continues to be the IMF’s approach to the current crisis.

Human Rights Risks of Austerity-Driven Measures in IMF Programs

This report tracks three common reform measures to achieve fiscal consolidations targets
that have been shown to often negatively impact people on low incomes: capping or
reducing public wage bills; increasing value-added taxes or removing exemptions; and
reducing or removing subsidies. While this report looks only at IMF program
conditionalities, the analysis conducted by Isabel Ortiz and Matthew Cummings of 285
country reports, which also include Fund advice outside of programs, found these were
among the most common measures included to achieve fiscal consolidation: 91 countries
were considering public wage cuts or caps and 80 were considering reducing or
eliminating subsidies, predominantly on energy, food, and agricultural inputs.s It also
found that 120 governments were considering rationalizing or targeting social protection

systems, which often indicates cuts.u6

This report’s analysis is not intended to be a comprehensive review of each program. Other
measures that can negatively affect people on low incomes, such as pension reform, labor
flexibilization, and changes to exchange rates, are not addressed in this report. The
analysis also does not include reforms that may positively impact rights, such as measures
related to anti-corruption, transparency, and good governance, although this issue
receives notable attention in several programs. For example, improving public
procurement and bringing transparency to State-Owned Enterprises is a major focus of the
program in The Gambia.®” Several loans, including to The Gambia, also require

governments to implement commitments to audit and publish information regarding their

114 |MF, “World Economic Outlook: A Rocky Recovery,” April 2023,
https://www.imf.org/en/Publications/WEOQ/Issues/2023/04/11/world-economic-outlook-april-2023 (accessed August 31,
2023), p. 73. For an analysis of the report, see Jayati Ghosh, “Schizophrenia at the IMF,” Project Syndicate, April 19, 2023,
https://www.project-syndicate.org/commentary/imf-acknowledges-austerity-does-not-lead-to-debt-reduction-by-jayati-
ghosh-2023-04 (accessed August 31, 2023).

115 |sabel Ortiz and Matthew Cummins, “End Austerity: A Global Report on Budget Cuts and Harmful Social Reforms in 2022-
25,” September 2022, https://reliefweb.int/report/world/end-austerity-global-report-budget-cuts-and-harmful-social-
reforms-2022-25 (accessed August 23, 2023), p. 17.

116 |hid. The analysis did not look at value-added taxes.

17 IMF, “The Gambia: First Review Under the Extended Credit Facility Arrangement,” IMF Country Report No. 21/25, January
2021, p. 26.
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Covid-19 spending made under emergency loans.® Moreover, several loans seek to
achieve fiscal consolidation targets in part by raising revenues through progressive taxes
and/or by reducing tax evasion by the wealthy and by corporations. However, even where
present, they generally accompany, rather than replace, reforms with negative impacts

that disproportionately fall on people on low incomes.

A table with the main findings is below, with a more detailed summary of each program
included in an annex to this report. The analysis is largely limited to the IMF staff reports
that accompany the Board’s approval of loan agreements. Every IMF loan is periodically
reviewed by IMF staff before a new tranche of money is released and conditionalities are
often updated to reflect unexpected events, among other reasons. Even where the terms of
a program have not officially changed, some governments may not fully implement
everything to which they’ve agreed, and it is possible that some of reforms below have yet
to be implemented or never will be. By the same token, some programs do not include a
tracked measure because the government already implemented it, in some cases under
previous IMF programs. For example, Jordan increased VATs and removed exemptions in
2018 under an IMF program, so these measures do not appear in the program approved in
2020. Nevertheless, the analysis provides an important window into the IMF’s institutional

approach to lending in the wake of the Covid-19 pandemic.

18 |hid.; “Cameroon: Requests for the Three-Year Arrangements Under the Extended Credit Facility and the Extended Fund
Facility,” IMF Country Report No. 21/181, August 2021, p. 10; “Nepal: Request for an Arrangement Under the Extended Credit
Facility,” IMF Country Report No. 22/24, January 2022, p. 38.
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Table of IMF Programs: March 2020 - March 2023

Country Approval Date Loan Explicit Fiscal Increase Containing | Energy Social SBs or other

Amount/Type Consolidation VAT orreducing | Subsidy | spending references to
Revenues | Public reform floors social protection
Wages (IT/PC)

Gambia March 2020 $47 million ECF IT

(modified)

Somalia March 2020 $395 million
ECF/EFF

Jordan March 2020 $1.3 billion EFF PC

Ukraine June 2020 $5 billion SBA

Egypt SBA June 2020 $5.2 billion SBA

Ecuador Oct 2020 $6.5 billion EFF PC

Afghanistan Nov 2020 $370 million ECF IT

(frozen)

Costa Rica March 2021 $1.8 billion EFF

Madagascar March 2021 $512 million ECF IT

Kenya April 2021 $2.3 billion IT
ECF/EFF

Uganda June 2021 $1 billion ECF IT

Sudan (frozen) June 2021 $2.47 billion ECF IT

Senegal June 2021 $187 million SBA IT

Democratic July 2021 $1.52 billion ECF IT

Republic of

Congo

Gabon July 2021 $553 million EFF IT

Cameroon July 2021 $690 million EFF IT

Seychelles July 2021 $105 million EFF IT

Chad Dec 2021 $570 million EFF IT

Suriname Dec 2021 $688 million EFF IT

Niger Dec 2021 $275.8 million ECF IT

Moldova Dec 2021 $558 million IT
ECF/EFF

Nepal Jan 2022 $396 million ECF IT

Argentina March 2022 $44 billion EFF IT

Serbia Dec 2022 $2.4 billion SBA

Armenia Dec 2022 $171 million SBA IT

Bangladesh Jan 2023 $3.3 billion IT
ECF/EFF

Barbados Dec 2022 $113 million EFF IT

Benin July 2022 $638 million ECF IT

Cabo Verde July 2022 $60 million ECF IT

Republic of Feb 2022 $455 million ECF IT

Congo

Egypt EFF Dec 2022 $3 billion EFF IT

Georgia July 2022 $280 million SBA

Guinea-Bissau Feb 2023 $38.4 million ECF IT

Mauritania Feb 2023 $87 million IT
ECF/EFF

Mozambique May 2022 $456 million ECF IT

Tanzania July 2022 $1.04 billion ECF IT

Zambia Aug 2022 $1.3 billion ECF IT

Sri Lanka March 2023 $3 billion EFF IT

Papua New March 2023 $918 million IT

Guinea ECF/EFF

Total: 39 93,693,200,000 | 33 23 22 20 33 26
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Freezing Hires and Capping or Lowering Salaries of Public Sector Workers

21 of the 33 programs reviewed include broad structural benchmarks or general advice to
lower the public wage bill, through freezing hires, which reduces the number of public
sector jobs through attrition, and capping or cutting salaries. Even where nominal
spending is maintained or increased, this can lead to an effective cut in salaries due to
inflation or inadequate growth given demographic changes. For example, the Barbados
loan notes that “public wages in Barbados have been kept constant in nominal terms
since 2018; hence real wages have declined significantly, especially in 2022.”19 Moreover,
an analysis of 17 loan programs approved in 2020 and 2021 found that the IMF “appears to
generate optimistic estimates and projections about the trajectory of wage spending at the

beginning of a loan, and over time revises its projections downwards.”2°

In some cases it may be appropriate for governments to reduce jobs in certain specific
public sectors, or reduce the salaries of the highest earners, but experiences from past
reductions in public wage bills have shown that such reforms can harm governments’
capacity to deliver quality public services and efficient administration in ways that harm
rights.:2t A 2021 review by ActionAid, a non-governmental organization, of IMF programs in
15 countries from the last five years found that combined they blocked the recruitment of
over 3 million nurses, teachers, and other public essential workers.22 The report also
found that there appeared to be no benchmarks, objective reference points, or systematic
analyses that led to advice to cut public wages, nor was there a more context-specific
consideration of past experiences with public wage cuts or freezes or existing staffing
shortages, such as for teachers or nurses. As a percentage of GDP, spending on public

wages was significantly above average in only one of the 15 countries, and 10 were below

119 |MF, “Barbados: Request for an Arrangement Under the Extended Fund Facility and Request for an Arrangement Under the
Resilience and Sustainability Facility,” IMF Country Report No. 22/377, December 2022.

120 Oxfam, “IMF Social Spending Floors: A fig leaf for austerity?”, April 2023,
https://oxfamilibrary.openrepository.com/bitstream/handle/10546/621495/bp-imf-social-spending-floors-130423-
en.pdf;jsessionid=1F9AD4692D236E58B00A385AE208275E?sequence=4 (accessed August 31, 2023), p. 20.

121 Gee, for example, ActionAid International, “The Public Versus Austerity: Why public sector wage bill constraints must
end,” October 12, 2021, https://actionaid.org/publications/2021/public-versus-austerity-why-public-sector-wage-bill-
constraints-must-end (accessed August 23, 2023); Public Services International, “Who cares for the Future: Finance Gender-
Responsive Public Services!”, April 17, 2020, https://publicservices.international/resources/news/who-cares-for-the-future-
finance-gender-responsive-public-services?id=10734&lang=en (accessed August 23, 2023).

122 ActionAid International, “The Public Versus Austerity: Why public sector wage bill constraints must end,” October 12,
2021.
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average. “Indeed, even countries who have exceptionally low spending on the public

sector wage bill have still been advised to cut, rather than increase.":23

Erosion of pay can also negatively affect staff performance or lead to an increase in
demands for bribes.®24 For example, a UNICEF survey following public wage cuts in
Cambodia found an increase in absenteeism and decrease in working hours.*2s Cuts and
caps of employees or their wages working in health and education can compromise the
delivery of these services and therefore pose a particular risk to rights, although several of

the loans explicitly exempt one or both of these sectors from such measures.

The degree to which the IMF is relying on public wage bills and caps in its Covid-era
lending is in contrast to a commitment it made in 2007 discouraging wage bill caps for low-
income countries. It urged those who use them to justify doing so in reports and reassess
the need and rationale in program reviews.2¢ The decision followed an internal review that
found “that despite their intended short-term nature, wage bill ceilings tended to persist in
[Poverty Reduction and Growth Fund]-supported programs, were difficult to monitor, and
distracted governments from efforts to strengthen institutions for better controlling wage
spending.”7 IMF Directors noted they “hoped that the use of medium-term expenditure
frameworks and strengthened budget and payroll systems will gradually obviate the need
for such ceilings,” but in the meantime they should be used only in exceptional
circumstances and be flexible. In particular, they called for staff reports to “justify in a
transparent manner the use of wage bill ceilings and for a reassessment of their need and

rationale at the time of program reviews.”28

123 |bid. p. 22.

124 |sabel Ortiz, Jingging Chai, and Xavier R. Sire, “Protecting Salaries of Frontline Teachers and Health Workers,” UNICEF
Policy and Practice Working Paper, Social Science Research Network, April 15, 2010,
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1745486 (accessed August 23, 2023).

125 The South Centre, the Initiative for Policy Dialogue, and International Labour Office, “The Decade of Adjustment: A Review
of Austerity Trends 2010-2020 in 187 Countries,” 2015, p. 31.

126 |MF Public Information Notice No. 07/83, “IMF Executive Board Discusses Operational Implications of Aid Inflows for IMF
Advice and Program Design in Low-Income Countries,” July 19, 2007,
https://www.imf.org/en/News/Articles/2015/09/28/04/53/pno783 (accessed August 23, 2023).

127 Marijn Verhoeven and Alonso Segura, “IMF Survey: IMF Trims Use of Wage Bill Ceilings,” September 5, 2007,
https://www.imf.org/en/News/Articles/2015/09/28/04/53/sopologsa (accessed August 23, 2023).

128 |bid,
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As with many IMF adjustment programs, cuts and caps to public sector jobs or wages have
been found to disproportionately impact women.29 First, “women and girls are more likely
to fill the gap when public social services are absent,” as noted by a 2017 analysis by
ActionAid on the gendered impact of IMF policies.z3° In addition, women tend to be
overrepresented in public sector jobs.:3t An IMF guidance note on how to operationalize
gender equality in country work acknowledges this risk and specifically calls on IMF staff to
consider alternatives:

Some policies recommended by staff to support growth and stability may
have differential gender impact that could exacerbate gender inequality.
For example, budget cuts on subsidies and social programs, cuts in the
public-sector wage bill, or increasing transportation fees might have larger
impact on women. In these instances, staff may consider an alternative
policy mix to prevent such negative externalities or—if the former is not

feasible—suggest some mitigating measures.?

Under international human rights law, economic policies cannot be discriminatory in their
impact on rights whether directly or indirectly.s3 The guiding principles developed by the
UN expert on foreign debt specify the risk of public wage cuts exacerbating gender

inequalities:

129 Oxfam, “The Assault of Austerity: How prevailing economic policy choices are a form of gender-based violence,”
November 2022, https://oi-files-d8-prod.s3.eu-west-2.amazonaws.com/s3fs-public/2022-11/bp-assault-of-austerity-
prevailing-economic-choices-are-gender-based-violence-221122-en.pdf; ActionAid International, “The Care Contradiction:
The IMF, Gender and Austerity,” October 10, 2022, https://actionaid.org/publications/2022/care-contradiction-imf-gender-
and-austerity (accessed August 31, 2023).

130 “The Care Contradiction: The IMF, Gender and Austerity,” p. 14.

131n Jordan, for example, 68 percent of employed women work in health, education, or public administration, according to a
study of Jordan’s economy produced by Harvard’s Center for International Development. See, Ricardo Hausmann et al.,
Jordan: The Elements of a Growth Strategy, Center for International Development at Harvard University Faculty Working Paper
No. 346, February 2019, https://www.hks.harvard.edu/centers/cid/publications/faculty-working-papers/jordan-growth-
strategy (accessed August 31, 2023) [on file with Human Rights Watch].

132 |MF, “How to Operationalize Gender Issues in Country Work,” June 13, 2018, p. 17.

133 Direct discrimination has been described by the Committee on Economic, Social and Cultural Rights as treating people
less favorably than others in a similar situation for a reason related to a ground where discrimination is prohibited (such as
gender, age, or ethnicity). It describes indirect discrimination as laws, policies, or practices which appear neutral at face
value but have a disproportionate impact on the exercise of economic, social or cultural rights on individuals or groups ‘as
distinguished by prohibited grounds of discrimination.” CESC General Comment No. 20, 2 July 2009, E/C.12/GC/20.
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Therefore, economic reforms which encourage, among other things, labour
market flexibilization, reductions in the coverage of social protection benefits
and services, cuts to public sector jobs and the privatization of services tend

to have a negative impact on women’s enjoyment of human rights.4

IMF staff assessments should include the impact on women and girls, older persons,
people with disabilities, and other groups who may be disproportionately harmed by
specific policies. As discussed more in the following sections, of the 33 programs
reviewed, only 2 included IMF staff assessments of the impact of public wage cuts on
poverty and inequality. However, both analyses are hampered by an extremely narrow view
of these issues such that reductions in public wages are seen as positive. The staff report
for the program in Costa Rica limited its analysis to whether lowering wage bills would
increase poverty and concluded: “that a reduction in the public sector wage bill, reflecting
the authorities’ plans to freeze base salaries and accrual of annuities, and elimination of
all vacancies, among other measures, would not have an impact on the poverty rate as
public sector employment is concentrated in the higher deciles of the income
distribution.”ss An analysis of the reduction of the public wage bill in a program in Ecuador
likened cutting wages to progressive taxation, arguing: “Since public-sector employees
earn above the median income” reductions in wage bill “is equivalent to a progressive
income tax and would go towards reducing income inequality.”:3¢ But combatting
inequality should be achieved by ensuring everyone earns at least a living wage, ensuring
everyone can realize their economic and social rights, and reversing the extreme
concentration of wealth, not decreasing middle-income wages and jobs. Moreover, these
analyses don’t take into account the impact of any erosion in access or quality of public

services due to these measures.

134 UN Human Rights Council, Report of the Independent Expert on the effects of foreign debt on human rights, “Guiding
principles on human rights impact assessments of economic reforms,” December 19, 2018, A/HRC/40/57,
https://documents-dds-ny.un.org/doc/UNDOC/GEN/G18/443/52/PDF/G1844352.pdf?0penElement, Principle 8.

135 IMF, “Costa Rica: 2021 Article IV Consultation and Request for an Extended Arrangement Under the Extended Fund
Facility,” IMF Country Report No. 21/48, March 2021, p. 53.

136 |MF, “Ecuador: First Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
20/325, December 2020, p. 47.
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Cuts or Reductions of Subsidies to Fuel and Electricity

Sixteen of the reviewed loan programs call for removing or reducing consumer-based
subsidies for fuel and electricity or developing a plan to do so. Many of these programs
were approved after governments increased subsidies to help people cope with the
increase in fuel costs following Russia’s invasion of Ukraine. From a human rights
perspective, removing or reducing fossil fuel subsidies is distinct from other measures
tracked in this report, since they underpin an economic model that fuels inequality and
climate change and should therefore be phased out to realize rights. But doing so without
taking adequate measures to safeguard rights and invest in transition to renewable energy
can significantly raise the cost of living and negatively impact people on low incomes

(see Textbox).

Shifting Social Contracts: Fossil Fuel Subsidy Removal,
Climate Change, and Human Rights

Many governments subsidize the cost of fuel or electricity for consumers. In 2022,
governments spent $1 trillion on fossil fuel consumer subsidies, according to the
International Energy Agency, double the previous year due to higher prices triggered
by Russia’s full-scale invasion of Ukraine.’7 These subsidies help people on low
incomes to cope with short-term price spikes, but they also contribute to the climate
crisis and thereby represent significant additional risks to the very same populations
whose rights are most affected by fuel price hikes.

Fossil fuel subsidies form a fundamental part of the social contract in many countries,
particularly when energy costs rise as they did in 2022. This is particularly true in the
Middle East and North Africa, which is responsible for almost half of global energy
consumption subsidies and has historically invested very little in social protection.8

137 International Energy Agency, “Fossil Fuels Consumption Subsidies 2022,” policy report, February 2023,
https://www.iea.org/reports/fossil-fuels-consumption-subsidies-2022 (accessed August 31, 2023).

138 Adel Hamaizia and Tom Moerenhout, “Five takeaways from a decade of energy subsidy reforms in MENA,” Chatham
House, February 16, 2022, https://www.chathamhouse.org/2022/02/five-takeaways-decade-energy-subsidy-reforms-mena
(accessed August 31, 2023). See also, Vidican Auktor and Markus Loewe, “Subsidy Reforms in the Middle East and North
Africa: Strategic Options and Their Consequences for the Social Contract,” German Institute of Development and
Sustainability discussion paper 12/2021, https://www.idos-research.de/discussion-paper/article/subsidy-reforms-in-the-
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Increasing fuel and electricity prices can drive up prices more broadly, particularly for
transportation, housing, and utilities—which make up 70 percent of household
expenditures in developing economies.’9 IMF research found that the direct and
indirect impact of a $0.25 per liter increase in fuel prices results in an average 5.5
percent decline in household real incomes.®° Fuel and electricity price increases are
felt most acutely by people on low incomes who will pay a higher share of their

income for goods or services that are essential to their rights.4

At the same time, fossil fuel subsidies place an enormous burden on government
budgets. For example, a staggering 40 percent of Lebanon’s debt is due to transfers to
its national electricity company, contributing to its severe economic crisis.*#2 These

public resources are disproportionately captured by the wealthy, fueling inequality at

middle-east-and-north-africa-strategic-options-and-their-consequences-for-the-social-contract/ (accessed August 31, 2023);
Carlo Sdralevich, Randa Sab, Younes Zouhar, and Giorgia Albertin, “Subsidy Reform in the Middle East and North Africa: A
Summary of Recent Progress and Challenges Ahead,” October 2014,
https://www.imf.org/external/pubs/ft/dp/2014/1403mcdsum.pdf (accessed August 31, 2023); Laura El-Katiri and Bassam
Fattouh, “A Brief Political Economy of Energy Subsidies in the Middle East and North Africa,” /nternational Development
Policy7 (2017): accessed August 31, 2023, doi:10.4000/poldev.2267.

139 |MF, “The Distributional Implications of the Impact of Fuel Price Increases on Inflation,” working papers, November 12,
2021, https://www.imf.org/en/Publications/WP/Issues/2021/11/12/The-Distributional-Implications-of-the-Impact-of-Fuel-
Price-Increases-on-Inflation-506822, p. 15.

140 |MF, “The Unequal Benefits of Fuel Subsidies Revisited: Evidence for Developing Countries,” Fiscal Affairs Department
working paper, November 2015, https://www.imf.org/external/pubs/ft/wp/2015/wp15250.pdf (accessed August 23, 2023).
141 A study following an increase of electricity tariffs by 50 percent in Turkey “found the welfare loss of the poorest income
quintile - measured by the change in consumer surplus as a percentage of income - is 2.9 times that of the wealthiest.” See,
Fan Zhang, “Energy Price Reform and Household Welfare: The Case of Turkey,” 7he Energy Journal, accessed August 28,
2023, d0i:10.5547/01956574.36.2.4. A study considering the indirect and direct impacts of reforming energy subsidies to
investigate their effects on the welfare of households in developing economies found that removing 0.25 cent/l from the
subsidy on fuel caused the income of all groups to reduce by 5 percent. See, Francisco Javier Alze del Granado, David Coady,
and Robert Gillingham, “The Unequal Benefits of Fuel Subsidies: A Review of Evidence for Developing Countries,” World
Development 40 (2012) accessed August 31, 2023, doi:10.1016/j.worlddev.2012.05.005. In yet another study, findings
revealed that the wealthiest 50 percent of households benefitted from approximately 9o percent of the electricity subsidies.
Furthermore, the outcomes of the simulation indicated that if the price of electricity was increased by 75 percent, the impact
on the poorest households was three-fold greater than on those who were the wealthiest. See, Mashekwa Maboshe,
Akabondo Kabechani, and Grieve Chelwa, “The welfare effects of unprecedented electricity price hikes in Zambia,” Energy
Policy126 (2019): accessed August 31, 2023, doi:10.1016/j.enpol.2018.10.041. In Nigeria, a study showed that if
compensation mechanisms are not place, subsidies can lead to a 3-4 percent increase in poverty in the country. See, Jun
Rentschler, “Incidence and impact: The regional variation of poverty effects due to fossil fuel subsidy reform,” £nergy Policy
96 (2016): accessed August 31, 2023, doi: 10.1016/j.enpol.2016.06.025.

142 Angus McDowall, “Fixing Lebanon’s ruinous electricity crisis,” Reuters, March 29, 2019, (accessed August 31, 2023),
https://www.reuters.com/article/us-lebanon-economy-electricity/fixing-lebanons-ruinous-electricity-crisis-idUSKCN1RA24Z;
See also, Human Rights Watch, “Cut Off From Life Itself”: Lebanon’s Failure on the Right to Electricity, (New York: Human
Rights Watch, 2023), https://www.hrw.org/report/2023/03/09/cut-life-itself/lebanons-failure-right-electricity.
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the expense of funding programs essential to human rights, including social

protection and public services.3

By delaying the transition to renewable energy, they also contribute to climate
change, which exacerbates inequality and disproportionately harms both individuals
and countries without adequate resources to respond to the effects of climate change,
such as extreme weather and natural disasters, threats to water sources and crops,

and higher food prices.

Phasing out fossil fuel subsidies is therefore an environmental, human rights, and
economic imperative. If done in a way that advances, rather than erodes, human
rights, the enormous savings subsidy removal generates presents an opportunity for
building a new social contract that is aligned with human rights and environmentally

sustainable.

IMF research, while emphasizing the importance of removing subsidies for economic
and environmental reasons, also acknowledges its complex social impacts, including
that it can exacerbate poverty and inequality. In 2016, it developed a tool for staff to
measure the distributional impact, but it is unclear if staff are conducting such
analyses because, with rare exception, they are not published. Moreover, the IMF’s
position on removing fossil fuel subsidies is to “protect the poor through targeted

cash or near-cash transfers,” which is far too narrow.s

143 See, for example, “The Unequal Benefits of Fuel Subsidies Revisited: Evidence for Developing Countries”; “UNDP: More
spent on fossil fuel subsidies than fighting poverty,” October 29, 2021,
https://www.un.org/africarenewal/magazine/november-2021/undp-more-spent-fossil-fuel-subsidies-fighting-poverty
(accessed August 31, 2023).

144 |MF, “A New Tool for Distributional Incidence Analysis: An Application to Fuel Subsidy Reform,” technical notes and
manuals, October 2016, https://www.imf.org/external/pubs/ft/tnm/2016 /tnm1607.pdf; “The Distributional Implications of
the Impact of Fuel Price Increases on Inflation”; “The Poverty and Distributional Impacts of Carbon Pricing: Channels and
Policy Implications,” working papers, June 25, 2021, https://www.imf.org/en/Publications/WP/Issues/2021/06/25/The-
Poverty-and-Distributional-Impacts-of-Carbon-Pricing-Channels-and-Policy-Implications-50222.

145 |MF, Climate Change, Fossil Fuel Subsidies webpage, https://www.imf.org/en/Topics/climate-change/energy-subsidies
(accessed August 23, 2023). See also, IMF, “Energy Subsidy Reform: Lessons and Implications,” January 28, 2013,
https://www.imf.org/external/np/pp/eng/2013/012813.pdf?utm_source=Copy+of+march+26_2013&utm_campaign=April+2
%2C+2013&utm_medium=socialshare (accessed August 23, 2023).
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Rather, governments should use the savings to fund universal social protection
programs and advance the transition to renewable energy by investing in renewable
energy sources, as well as other investments critical to a green economy.¢ For
example, accessible public transportation can help mitigate higher gas prices for
those who previously relied on cars, which in turn further benefits public health and
the environment.7 In this way, phasing out subsidies can facilitate the shift to social
contracts that better distribute resources to maximize all people’s ability to realize
their economic, social, and cultural rights, including the right to social security. If its
implementation is well sequenced and communicated, it can dissipate public
opposition to subsidy removal, which has prevented or stalled fossil fuel subsidies

removal, or prompted governments to restore at least some of them.8

Investment in renewable energy not only addresses one of the major contributions to
climate change, but also reduces the long-term cost of energy, rather than simply
transferring the expense of generating energy from fossil fuels onto consumers.
Recent modeling from the University of Oxford shows that an “accelerated zero-carbon
deployment” would save the world $26 trillion in energy costs over the coming
decades compared with continuing today’s fossil fuel-based energy system —
including the costs to adapt the grid.

146 A \World Bank report makes this argument to repurpose the $1.25 trillion in global subsidies on fossil fuels, agriculture,
and fisheries, but takes an overly narrow approach of “protecting vulnerable groups during subsidy reforms,” rather than
using the savings to build a new foundation for a social contract based on universal social protection and public services.
See, Richard Damania et al., “Detox Development: Repurposing Environmentally Harmful Subsidies,” World Bank report, June
15, 2023, https://www.worldbank.org/en/topic/climatechange/publication/detox-development.

147 Aaron Golub, “Welfare and Equity Impacts of Gasoline Price Changes under Different Public Transportation Service
Levels,” Journal of Public Transportation 13 (2010): accessed August 31, 2023, d0i:10.5038/2375-0901.13.3.1; Carla Moure,
“Europe embraces free public transport to offset fuel costs and reduce climate change impacts,” Global Green News, October
13, 2022, https://globalgreen.news/europe-free-public-transport-to-offset-fuel-costs-global-warming/ (accessed August 31,

2023); Nicole Kobie, “The Case for Making Public Transit Free Everywhere,” Wired, July 29, 2022,
https://www.wired.com/story/free-public-transit/ (accessed August 31, 2023).

148 jylia Horowitz, “Ditching fossil fuel subsidies can trigger unrest. Keeping them will kill the climate,” CVN, January 20,
2022, https://www.cnn.com/2022/01/20/energy/oil-subsidies-unrest-climate/index.html (accessed August 23, 2023). See
also, Inclusive Social Security Policy Forum, “Inclusive social security and the social contract: Overcoming instability and
building trust in the MENA region,” working paper series, May 2022, https://www.developmentpathways.co.uk/wp-
content/uploads/2022/07/ISSPF-social-contracts-paper_comp.pdf.

149 Rupert Way, Matthew C. lves, Penny Mealy, J. Doyne Farmer, “Empirically grounded technology forecasts and the energy
transition,” Joule 6, September 13, 2022, doi:10.1016/j.joule.2022.08.009.
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In short, fossil fuel subsidies are a relic of a social contract that fuels inequality and
climate change. Removing them in a way that advances rights can help shift to a new
eco-social contract that reduces inequality and advances the energy transition — two
central aspects of the vision IMF Managing Director Kristalina Georgieva articulated at
the start of the Covid-19 pandemic. But the IMF’s current approach of replacing these
subsidies with targeted cash transfer programs, often long after the subsidies have
been removed, falls far short of that vision and risks further eroding, rather than

advancing, human rights.

Increasing Value-Added Taxes and Removing Exemptions

Around half of the loans analyzed include benchmarks or advice to increase value-added
taxes (VAT) or remove VAT exemptions, such as on food. VAT is an “indirect” tax that is levied
on goods and services that are consumed or sold, in contrast to “direct” taxes on personal or
corporate income. Because such taxes apply the same rate to all people, regardless of their
income, they tend to be considered regressive; that is, they weigh “proportionally more on
lower income households since they consume a larger share of theirincome than richer
ones.”se Where VAT is, for example, limited to luxury items, it may not be regressive, but that
is rarely the case in the context of IMF programs; indeed, in many cases, program
conditionalities remove exemptions on food and other staples. Some contend that VAT is not
a regressive tax because, in absolute terms, higher-income households make up a higher
share of the total revenue raised because they consume more.® Others consider VAT to be
regressive but make the case that it is nevertheless necessary or that its regressive nature

could be adequately mitigated via social protection programs.:s2

150 “The Decade of Adjustment: A Review of Austerity Trends 2010-2020 in 187 Countries,” p. 36. See also, Oxfam and
ActionAid reports for gendered impact on women.

151 See, for example, World Bank, “Informality, Consumption Taxes and Redistribution,” June 2020,
https://openknowledge.worldbank.org/handle/10986/33851 (arguing the progressivity of VAT because low-income
households disproportionately spend their budget in the informal sector); International Monetary Fund, “The Price and
Welfare Effects of the Value-Added Tax: Evidence from Mexico,” working paper, November 8, 2018,
https://www.imf.org/en/Publications/WP/Issues/2018/11/08/The-Value-Added-Tax-Evidence-from-Mexico-46308 (arguing
that VAT reform in Mexico shows that VAT “in both absolute and relative terms to the overall expenditure™).

152 |MF VAT webpage, https://www.imf.org/external/np/fad/tpaf/pages/vat.htm (accessed August 23, 2023); and IMF,
“Encouraging Formal Invoicing and Reducing the VAT Impact on Low-Income Individuals,” working paper, February 19, 2021,
https://www.imf.org/en/Publications/WP/Issues/2021/02/19/Encouraging-Formal-Invoicing-and-Reducing-the-VAT-Impact-
on-Low-Income-individuals-50079 (accessed August 23, 2023).
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However, these debates are largely over the definition of regressivity rather than the
impact of VAT since even those who believe VAT is not regressive generally agree that it
burdens people on low incomes.s3 The Cameroon program, for example, singles out VAT
exemptions on food and nonalcoholic beverages as disproportionately benefiting the
wealthy before committing authorities to “phasing out the least effective measures and
replacing them by conditional cash transfer mechanisms, with World Bank support.”s4In a
similar vein, a review of VAT in 27 OECD countries that argued it is generally not regressive
under how it defined the term nevertheless concluded that “even a roughly proportional
VAT can still have significant equity implications for the poor — potentially pushing some

households into poverty.”sss

Critically, VAT can also make food and other goods and services essential to rights no
longer accessible to some people. In many countries, menstrual health products are
subject to VAT, which can impede girls from attending school, among other harms.s¢ In
France, the poorest households pay more than 20 percent of theirincome in consumption
taxes, compared to less than 10 percent for the wealthiest households.’s? A 2016 report by
the Egyptian Initiative for Personal Rights, an independent human rights organization,
found that the poorest 10 percent of Egyptians spend 6.4 percent of theirincomes on a VAT
introduced as part of an IMF program, nearly twice as much as the country’s richest, who
spend 3.3 percent.s8

In Sri Lanka, where an economic crisis was triggered in large part by having one of the
lowest tax-to-GDP ratios in the world, the program heavily relies on VAT to increase

revenues. In anticipation of the program, the government increased VAT from 8 to 15

153 |bid. See also, IMF VAT Webinar Series, https://www.imf.org/en/News/Seminars/Conferences/2020/09/01/imf-rmtf-
webinar-series-on-the-vat (accessed August 23, 2023).

154 |MF, “Cameroon: Requests for Three-Year Arrangements Under the Extended Credit Facility and the Extended Fund
Facility,” IMF Country Report No. 21/181, August 2021, p. 12.

155 OECD Taxation Working Papers, “Reassessing the regressivity of the VAT,” August 10, 2020, https://www.oecd-
ilibrary.org/taxation/reassessing-the-regressivity-of-the-vat_b76ced82-en (accessed August 23, 2023).

156 The World Bank has an initiative to increase access to menstrual products, including reducing or eliminating taxes over
those products. World Bank, “Policy Reforms for Dignity, Quality, and Menstrual Health,” May 25, 2022,
https://www.worldbank.org/en/news/feature/2022/05/25/policy-reforms-for-dignity-equality-and-menstrual-health
(accessed August 31, 2023).

157 Justin Delépine, “How VAT hinders effective redistribution of wealth,” European Data journalism Network, April 29, 2021,
https://www.europeandatajournalism.eu/News/Data-news/How-VAT-hinders-effective-redistribution-of-wealth (accessed
August 23, 2023).

158 Egyptian Initiative for Personal Rights, “Sel_jidll ) elie ) ¢he u puall ecsnll Ailinall dadll 4y jom Ji 2", accessed August 31,
2023, https://eipr.org/sites/default/files/pressreleases/pdf/vat-eipr-17oct.pdf.
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percent, and by the end of the program 33 percent of all taxes are expected to come from
VAT, far higher than the OECD average of 20 percent.’s9 In Zambia, which has among the
world’s highest poverty and malnutrition rates, the program specifies removing VAT
exemptions on unprocessed foodstuff except “specific items that figure prominently in the

food basket of the poor.”160

The IMF’s continued reliance on austerity in general, and these measures in particular,
carry enormous risks of negatively impacting people on low income’s economic, social and
cultural rights. As such, staff reports play an important role within the IMF review and
approval process and should be aligned with the human rights obligations of the IMF and
its member states. They should include an assessment in line with international human
rights standards that explains why specific policies are most likely to lead to inclusive and
sustainable economies, calculate any potential harmful impacts of conditionalities, and
explain the steps taken to safeguard against them. These analyses should be both the
product of and basis for continued engagement with the public in the country in question
and should be made public prior to a loan’s approval. The IMF’s strategy on social
spending, adopted in 2019, provides an avenue for staff to conduct such an analysis by
directing staff to “analyze and, as appropriate, document the social impact of adjustment
and measures to protect the vulnerable.”*¢* However, as will be further discussed below,
only 1 program of the 39 reviewed included a detailed assessment. Moreover, the
continued reliance on a familiar mix of measures for reducing debt despite their
acknowledged negative impact on people on low incomes puts a significant burden on
social spending floors to differentiate the IMF’s response to this crisis from its austerity-
driven approach following the Financial Recession. The adequacy and design of these

floors is therefore of utmost importance.

159 Prior to these reforms, the percentage of tax revenues in Sri Lanka that came from VAT was already high at 25.5 percent.
See, IMF, “Sri Lanka: Request for an Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
23/116, March 2023, p. 41. For a fuller analysis of tax policies in the IMF’s program in Sri Lanka, see, “Sri Lanka: IMF Loan
Risks Eroding Rights,” Human Rights Watch news release, March 29, 2023, https://www.hrw.org/news/2023/03/29/sri-
lanka-imf-loan-risks-eroding-rights. For average share of VAT in total taxes in OECD countries, see, OECD, “Revenue Statistics
2022: The impact of COVID-19 on OECD tax revenues,” 2022, https://www.oecd.org/tax/tax-policy/revenue-statistics-
highlights-brochure.pdf. Note, many OECD countries have robust public services and universal social protection programs
that are relevant in assessing the overall progressivity of the tax system.

160 |\MF, “Zambia: Request for an Arrangement Under the Extended Credit Facility,” IMF Country Report No. 22/292,
September 2022, p. 12.

161 |\, “A Strategy for IMF Engagement on Social Spending,” policy paper, June 14, 2019, p. 32.
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Assessing Social Spending Floors

Lack of Adequate Information

Many IMF programs acknowledge the harmful impact of the adjustments they prescribe
and call on governments to protect people from these impacts by improving social
protection systems. To facilitate this, all but 7 of the 33 programs approved between March
2020 and March 2023—or 78 percent—include social spending floors. As described in the
previous chapter, these floors are typically quantitative targets for government spending of
specified social programs that serve multiple purposes, including increasing investment in
social protection and other social spending, protecting certain social sectors and programs
from austerity-driven budget cuts, and offsetting the costs of reforms that increase the cost
of living. These objectives make social spending floors critical for protecting human rights,
yetitis challenging to assess their adequacy for several reasons discussed below. Despite
these limitations, available information and IMF policies, detailed in the following section,

indicate that the floors are likely not adequate to protect rights.

The first challenge of assessing the adequacy of social spending floors stems from how they
are defined in IMF programs. As is apparent from the table in the previous section of this
report, the categories of spending each floor covers vary widely among programs, with some
encompassing several ministries and others more narrowly defined to encompass specific
social programs. For example, the social spending floor in the Seychelles largely includes
programs typically referred to as social assistance, such as cash transfers for people in
specific categories (people with disabilities, orphans, new mothers, etc.). In contrast,
Benin’s program defines the floor as covering 72 enumerated programs in 12 sectors,

including “integrated management of border areas” and “development of rural roads.”62

To some extent, this is to be expected, since each country has a unique set of needs and
existing social protection programs and public services. But the range in definitions
surfaces a tension between the multiple purposes these floors serve. Many are defined in
ways that go far beyond social protection, or do not include such programs at all. Broadly
defined social spending floors are critical for protecting the full range of economic, social
and cultural rights, but at the same time it is difficult to assess the extent to which they

effectively fully address the impact of structural adjustments or improve social protection,

162 |MF, “Benin: 2022 Article IV Consultation and Requests for an Extended Arrangement Under the Extended Fund Facility
and an Arrangement Under the Extended Credit Facility,” IMF Country Report No. 22/245, July 2022, p. 106.
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which, as discussed above, is in most cases an essential (though not only) component to
ensure everyone’s rights are protected from austerity measures. The Benin program
removed VAT exemptions on water, electricity, and imported rice, even as one in three
children suffer from chronic malnutrition, according to the World Food Programme.263 |t
also encourages the government to further increase the pump price of diesel and gasoline
after having already increased it by cumulative 40 and 25 percent in 2022, respectively.
By defining the floor so broadly, it ensures minimum spending on Benin’s social sectors,
but in the past, its social spending has been chronically low and there is no assurance that
it will help struggling people offset the specific costs associated with the IMF program or

improve Benin’s social protection system.

For this reason, this report recommends that the IMF adopt separate floors to serve distinct
purposes: one for protecting and increasing spending in areas critical for fulfilling social
and economic rights without discrimination, and another for mitigating against necessary
measures that nonetheless pose risk to rights, such as phasing out fossil subsidies. The
first should be broadly defined, and disaggregated by sector, and ensure that spending on,
for example, health, education, and social protection are, at a minimum, in line with
minimum international benchmarks as a percentage of GDP and of national budgets.s The
second should be based on published assessments of program impacts and demonstrate
how the target, such as increased social protection spending or coverage, adequately
mitigates those impacts to avoid, at a minimum, the retrogression of rights. For both, the
IMF should consider replacing “floors,” which are revised in each review, with “goals” to
be achieved by the end of the program, and a plan developed from the outset to achieve

specific benchmarks in each review.66

The IMF program in Uganda, approved in June 2021, and in Egypt, approved in December

2022, employ two separate social spending-related measures that are a step in the

163 “Benin: 2022 Article IV Consultation and Requests for an Extended Arrangement Under the Extended Fund Facility and an
Arrangement Under the Extended Credit Facility,” p. 16; World Food Programme, “Benin,” webpage, accessed August 31,
2023, https://www.wfp.org/countries/benin.

164 |MF, “Benin: First Reviews Under the Extended Fund Facility and the Extended Credit Facility Arrangements,” IMF Country
Report No. 22/383, December 2022, p. 12.

165 See, for example, UNICEF Office of Research — Innocenti, “COVID-19 and Shrinking Finance for Social Spending,” February
2022, https://www.unicef-irc.org/publications/pdf/COVID-19-and-Shrinking-Finance-for-Social-Spending.pdf (accessed
August 31, 2023), p. 10.

166 Oxfam has made a similar recommendation. See, “IMF Social Spending Floors: A fig leaf for austerity?”, p. 6.
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direction of this approach.®7 In the case of Uganda, one floor encompasses general social
spending, covering all spending on health, education, and social development (excluding
external financing) and a separate floor covers social assistance defined as several cash
transfer programs. In the case of Egypt, a social spending floor covers the budgets of the
ministries of health and social solidarity, while a structural benchmark requires the

government to expand coverage of two cash transfer programs from 4 to 5 million.68

A second challenge is that, in most cases, it is not possible to assess whether, or to what
extent, the social spending floor increases spending relative to previous years. Most loan
agreements cobble together a motley of different budgets and programs into a new
category not tracked in government budgets. So while the floors increase throughout the
duration of the program, the baseline pre-program spending is often unclear. Where
budgets separately track each component included in the floor, it may be possible to add
these sums together to compare with the floor, but this can be both labor intensive and
unreliable. And this is not possible when the included programs are not separately tracked
in government budgets, or the budgets are not publicly available. For example, Jordan’s
social spending floor is defined as including non-wage health and education current
expenditures, the National Aid Fund’s social protection program, and school feeding
programs. However, the budget does not include a specific line for “non-wage health and
education current expenditures,” making it difficult to compare the amount provided for in
the floor to spending prior to the program. Even where it is possible to do so, inflation and
demographic changes may erode the benefits of increases. For this reason, baseline
information should be included for all loans, and all nominal spending amounts should

also be included as a percentage of GDP.

Finally, a central objective of social spending floors is to mitigate the social impact of
program adjustments. As discussed, a mitigation-based approach is inherently
problematic as it fails to demonstrate that the full set of policies pursued are the most
protective of rights, but it is made even more so as the vast majority of programs do not
even attempt to calculate social impacts despite guidance to do so in the IMF’s 2019

strategy on social spending. Nor do most programs include a detailed analysis of existing

167 |MF, “Uganda: Request for a Three-Year Arrangement Under the Extended Credit Facility,” IMF Country Report No. 21/141,
June 2021.

168 |\IF, “Arab Republic of Egypt: Request for Extended Arrangement Under the Extended Fund Facility,” IMF Country Report
No. 23/2, January 2023.
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social protection programs. As a result, it is difficult to determine whether the social
spending floor adequately mitigates the impact of these adjustments or will lead to a
safety net that protects people’s right to social security. This key gap in information also
impedes the public’s ability to understand policy choices in IMF programs and hold their
governments accountable for these choices. All programs should include such an analysis
and Staff Level Agreements should be published prior to Board approval to facilitate a fully
informed public dialogue, engaging particularly those most affected by program
adjustments, so as to ensure that the full suite of policies pursued are most protective of
rights. The Ecuador program is the exception and includes a detailed analysis of both the
costs of the adjustments and the expansion in cash transfers intended to offset them. This
analysis, while instructive, also surfaces significant concerns with social spending floors,
which are described below, and which are further reinforced by the IMF’s policies and

Human Rights Watch research in Jordan.

Three Key Problems: Adequacy, Enforcement, and Sequencing

In October 2019, the Ecuadorian government under President Lenin Moreno formally
withdrew from a program that the IMF had approved months earlier. The program pushed
the government to adopt austerity measures,69 triggering weeks-long protests led by
Indigenous groups.7° In particular, protesters objected to the removal of fuel subsidies at
the heart of the program that had already led to spikes in gasoline and diesel prices that
hit people on low incomes in rural areas particularly hard in the absence of adequate
measures to mitigate these impacts. But the program also included other austerity-driven
measures such as cuts to the public wage bill that resulted, for example, in the dismissal

of 3,680 workers from the ministry of public health.7

169 “presidente Lenin Moreno Ratifica Eliminacién De Subsidios A La Gasolina Y Decreta Estado De Excepcidn Para
Precautelar La Seguridad Ciudadana Boletin Oficial,” Government of Ecuador news release,
https://www.presidencia.gob.ec/presidente-lenin-moreno-ratifica-eliminacion-de-subsidios-a-la-gasolina-y-decreta-estado-
de-excepcion-para-precautelar-la-seguridad-ciudadana-boletin-oficial/ (accessed August 31, 2023); David Lao, “Ecuador’s
president fled the capital and called a state of emergency — what’s happening?” Global News, October 8, 2019,
https://globalnews.ca/news/6008122/ecuador-protests-explained-quito/ (accessed August 31, 2023).

170 )osé Maria Le6n Cabrera and Clifford Krauss, “Deal Struck in Ecuador to Cancel Austerity Package and End Protests,” New
York Times, October 13, 2019, updated on April 11, 2021, https://www.nytimes.com/2019/10/13/world/americas/ecuador-
protests-lenin-moreno.html (accessed August 23, 2023); “Ecuador: Lessons from the 2019 Protests,” Human Rights Watch
news release, April 6, 2020, https://www.hrw.org/news/2020/04/06/ecuador-lessons-2019-protests.

171 Allison Corkery, Andrés Chiriboga-Tejada, Jayati Ghosh, Demba Moussa and Adrian Falco, “Austerity is killing Ecuador.
The IMF must help end this disaster,” Guardian, August 29, 2020,
https://www.theguardian.com/commentisfree/2020/aug/29/ecuador-austerity-imf-disaster (accessed August 23, 2023).
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A year later, in October 2020, the IMF approved a $6.5 billion Extended Fund Facility to
replace the derailed program.?72 The new program maintained many of the features of the
old one. Moreno’s administration began to reduce certain fuel subsidies even before the
new agreement was reached, and under the program they committed to “rationalizing” the
public wage bill through “employment reduction and lower salaries,” increasing the VAT by
three percentage points and eliminating VAT refunds for older people, and reducing the
income subject to personal income taxes to include an additional roughly 30 percent of the

population.73

However, likely due to the fraught history, the new program includes two innovative
features for “protecting the poor and most vulnerable” that are instructive.v7+ First,
Ecuador’s program is unusual in that its floor is defined not as a minimum amount of
spending but the expansion of the cash transfer program to cover at least 8o percent of the
poorest 30 percent of the population by the end of 2021.175 Prior to the pandemic roughly
30 percent of the population—or 5.2 million people—lived under the poverty line, only 37
percent of whom were covered by any social assistance. Second, IMF staff conducted a
detailed analysis to assess the program’s impact on poverty and inequality. The IMF staff’s
analysis found that, because of the expanded safety net, the bottom three deciles (that is,
the poorest 30 percent of Ecuadorians) would experience an effective increase in their
income, while the rest of the population would experience a net decrease ranging from 2.1
percent (for those in the fourth decile) to 6.3 percent (for those in the tenth decile).7¢ It
found that the cash transfers would decrease inequality, although aspects of its analysis

are problematic, as discussed in more detail below.

Ultimately, some of these initial conditionalities that were part of the analysis were not
fully implemented. Following approval of the program, an election brought to power a new
president, Guillermo Lasso, who implemented income and corporate tax reforms that

increased taxes on the middle class but did not raise value-added taxes. In June 2022,

172 |MF, “Ecuador: Request for an Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No. 20/286,
October 2020.

173 bid., p. 9.

174 |bid., p. 45.

175 An EFF approved to Egypt in December 2022 also included social safety net coverage targets, in addition to a social
spending floor.

176 |MF, “Ecuador: First Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
20/325, December 2020, p. 48.
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Indigenous-led protests forced the government to freeze the removal of some fuel
subsidies,77 since their reforms had made the prices vulnerable to steep increases
following Russia’s full-scale invasion of Ukraine.”® However, the detailed poverty and
inequality analysis remains instructive as a rare glimpse into the IMF’s approach to
assessing the impacts of specific conditionalities and their efforts to mitigate them. While
itis positive that the analysis took place, it surfaces three key problems with the IMF’s

approach to social spending floors: adequacy, enforcement, and sequencing.

The Limitations of Poverty-Targeting

On paper, IMF policies direct staff to defer to “government social policy objectives” in
assessing the adequacy and efficiency of social protection programs.7® However, in
practice, as discussed in the Background section, Fund advice and programs reflect a
heavy preference for targeted cash transfer programs directed at households living
beneath national poverty lines. Cash transfer programs can be inadequate in two ways: the
number of people they cover and the benefit amounts they provide. By setting social safety
net coverage, rather than spending, as a social spending floor, the IMF program in Ecuador
offers a particularly useful example of the problems with this approach when assessing

adequacy of coverage.

Ecuador had begun to work with the World Bank to establish a “well-targeted, efficient, and
sustainable” social protection system in 2018, “in the context of imminent fiscal
adjustments.”8 The World Bank approved the $350 million Social Safety Net Project in April
2019, shortly after the IMF approved a $4.2 billion loan conditioned on austerity. 8 Previous

efforts to more narrowly target Ecuador’s safety net had resulted in dramatically reduced

177 Tamara Taraciuk Broner and Martina Rapido Ragozzino (Human Rights Watch), “Ecuador’s Recurrent Cycle of Violence
over Indigenous Rights,” commentary, Foreign Policy In Focus, August 13, 2022,
https://www.hrw.org/news/2022/08/13/ecuadors-recurrent-cycle-violence-over-indigenous-rights.

178 |MF, “Ecuador: Sixth Review Under the Extended Arrangement Under the Extended Facility Fund,” IMF Country Report No.
22/378, December 2022.

179 See, “A Strategy for IMF Engagement on Social Spending”; and IMF, “IMF Engagement on Social Safety Net Issues in
Surveillance and Program Work,” technical notes and manuals, October 3, 2022.

180 world Bank, “Project Information Document,” report no. PIDISDSC25627, updated on December 21, 2018,
https://documentsi.worldbank.org/curated/en/195951546292083962/pdf/Concept-Project-Information-Document-PID-EC-
Social-Protection-Systems-Project-P167416.pdf, p. 5.

181 “|MF Executive Board Approves US$4.2 Billion Extended Fund Facility for Ecuador,” IMF press release no. 19/72, March 11,
2019, https://www.imf.org/en/News/Articles/2019/03/11/ecuador-prig72-imf-executive-board-approves-eff-for-ecuador
(accessed September 5, 2023).
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coverage, eroding efforts to reduce poverty, according to the World Bank.82 This cash
transfer program was intended to increase coverage, while improving targeting, and aimed
to reduce extreme poverty from 8.7 percent in 2018 to 3.5 percent in 2021. The IMF program
approved in 2020 to replace the 2019 program incorporated this cash transfer program into
its conditionalities, setting a target of covering 8o percent of the poorest 30 percent of

Ecuadorians, which roughly coincided with the rate of poverty prior to the pandemic.

However, as in many countries, the pandemic and other economic shocks significantly
increased poverty in Ecuador. By the time the IMF conducted its first review of the program,
published in December 2020, the pandemic had pushed around 1.5 million Ecuadorians
into poverty, raising the poverty line from 30 to 38 percent of the population.:83 This means
that even if the IMF coverage targets were achieved, which would not happen for another
two years, the expanded social safety net would cover roughly 4.2 million people, while
leaving out more than one-third of households living under the poverty line, some 2.5
million people. Moreover, one way in which authorities were expected to achieve the
targeted expansion is by removing ineligible families from the social assistance registry; to
reduce “leakage,” in IMF parlance. But this would include removing benefits from those
families whose income placed them above the 30t percentile but below the poverty line;
some 1.5 million people. The IMF review flags this as a concern and urges the authorities to

avoid such an outcome, although there are no specific measures to ensure they do.84

Poverty rates have since decreased in Ecuador, returning to roughly the same level as prior
to the pandemic. While it is positive that the increase in poverty abated, they remain high.
Most strikingly, around 70 percent of people in rural areas were considered
multidimensionally poor, a measure that takes into account numerous factors such as
access to health services, education, and clean water, in both December 2019 and 2022.185
Speaking to Human Rights Watch, Dr. Andrés Mideros Mora, professor of economics at
Pontificia Universidad Catélica del Ecuador, explained that the failure to achieve any

182 \orld Bank, “Project Information Document,” p. 5.

183 |MF, “Ecuador: First Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
20/325, December 2020, p. 50.

184 |bid.: “While the program target of covering 80 percent of families in the bottom three income deciles strikes a fine
balance between covering a wide enough group of low income families and providing each with meaningful support, the
authorities are encouraged to revise and update all the social registry information before eliminating benefits.”

185 Republic of Ecuador, “Encuesta Nacional de Empleo, Desempleo y Subempleo 2022: Indicadores de Pobrezay
Desigualdad," December 2022, https://www.ecuadorencifras.gob.ec/documentos/web-
inec/POBREZA/2022/Diciembre_2022/202212_PobrezayDesigualdad.pdf (accessed August 23, 2023).
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reduction in poverty from the 2019 baseline demonstrates the limitations of these types of
programs for achieving deep structural changes needed to meaningfully reduce poverty.:86
He also cautioned that the transfers are very low and questioned whether they are
sufficient to compensate for gaps in other forms of support or public services, which risk
being further eroded by austerity cuts.87 According to the World Bank, Ecuador’s spending

on education decreased from 4.6 percent of GDP in 2018 to 3.7 percent in 2021.188

Moreover, the sharp spike in poverty during the first two years of the pandemic illustrates
a key problem with setting coverage of social safety nets to the poverty line: it treats
poverty rates as fixed when in reality economic shocks and booms mean that these
numbers swell and wane and, at a minimum, governments need the flexibility to expand
coverage as necessary. This is true both of poverty rates and individuals’ or households’
economic status. The graph below prepared by Development Pathways demonstrates the

changes in socioeconomic status over just two years in Vietnam and Indonesia.

186 HRW interview with Dr. Andrés Mideros Mora, March 9, 2023.

187 |bid. Fora snapshot of coverage of various social programs in Ecuador, see, World Bank, “Social Safety Net Project,
Implementation Status & Results Report,” December 5, 2022,
https://documentsi.worldbank.org/curated/en/099125012052241027/pdf/P1674160a00103081095860235b58053502.pdf
(accessed August 23, 2023).

188 \World Bank, “DataBank: World Development Indicators,” webpage, accessed on September 5, 2023,
https://databank.worldbank.org/reports.aspx?source=2&country=ECU.

73 HUMAN RIGHTS WATCH | SEPTEMBER 2023



Poverty Lines Are Not a Good Proxy for Need

Even if targeted programs were able to adapt to poverty rates, the focus on only covering
people in poverty is too narrow to ensure that all people are able to realize their economic
and social rights. National poverty lines are often arbitrary or set well below what is
required to protect people’s rights.:89 For example, Ecuador’s national poverty line is based
on the cost for a specified basket of goods adjusted annually for inflation. In December
2022, the poverty line was set at $88.72 per capita per month, which amounts to $344
monthly for the average family of 3.88 people.° According to the calculations of the
Global Living Wage Coalition, a research and advocacy coalition that advocates for living
wages, a family in rural southern coastal Ecuador, where the cost of living is relatively low,
would need to earn at least $482 per month (or $5,784 per year) to meet its needs. Even
this measure is limited, as averages can’t capture the range of people’s particular
circumstances and the gaps the prevent them from the full realization of their rights. But
even by this measure, it means many people are above the poverty line, but do not earn
enough to meet their needs.* In 2020, the median income was $5,444, according to the
IMF.192 Put another way, while around 25 percent of Ecuadorians lived in households with
income below the poverty line in December 2022, 38 percent were considered
multidimensionally poor, a measure that tracks deprivation in multiple areas and therefore

better captures people’s circumstances than the poverty line.93

In addition, in countries where poverty lines are not accurately adjusted for inflation, they
can fail to capture a sharp decrease in purchasing power that can undermine people’s ability
to realize their rights. This limitation is especially salient in the current context where prices,
particularly for fuel and food, have dramatically increased in many countries. In Ecuador,

while the poverty line is adjusted for inflation, according to Dr. Mora, because the

189 UN Human Rights Council, Report of the Special Rapporteur on extreme poverty and human rights, “The parlous state of
poverty eradication,” July 2, 2020, U.N. Doc. A/HRC/44/ 40, https://chrgj.org/wp-content/uploads/2020/07/Alston-Poverty-
Report-FINAL.pdf.

199 Republic of Ecuador, “Encuesta Nacional de Empleo, Desempleo y Subempleo 2022.”

191 Global Living Wage Coalition, “Living Wage for Rural Ecuador,” webpage, https://globallivingwage.org/living-wage-
benchmarks/living-wage-for-rural-ecuador/ (accessed August 23, 2023).

192 |MF, “Ecuador: First Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
20/325, December 2020, p. 44.

193 Global Living Wage Coalition, “Living Wage for Rural Ecuador,” webpage, https://globallivingwage.org/living-wage-
benchmarks/living-wage-for-rural-ecuador/ (accessed August 23, 2023), p. 23.
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adjustment is based on price increases for a specific basket of goods in nine cities, it fails to

account for higher prices in rural areas, which have significantly higher rates of poverty.9

The limitations of using poverty lines as a measure for need—not to mention for rights—to
determine social protection coverage add to myriad other problems that research on
targeted programs has surfaced, many of which the IMF technical note on social safety
nets acknowledge. Targeted programs routinely have extremely high rates of exclusion
errors (that is, people who are eligible but do not receive support) and inclusion errors
(that is, people who are ineligible receive support). They also have high administrative
costs that can reduce funds available for benefits. For example, administrative costs
account for 17 percent of combined spending on social safety nets among African
countries.»s Studies have also shown that targeting social protection only to people in
poverty leaves out large segments of the population who are near-poor and vulnerable to
poverty, a phenomenon known as the “missing middle.”*¢ In doing so, targeted programs
can not only exclude people who need support to realize their rights, but also fuel social
resentment that erodes public and political support for the programs.:7

An overly narrow focus on people living under national poverty lines also leads the IMF to
underestimate the program’s harmful impacts in its poverty and inequality analysis.:s8
Because the cash transfer expansion, in theory, would raise the effective incomes of the
poorest 30 percent, the assessment concludes that “taken together with the expansion of
social assistance, the envisaged tax package would help reduce income inequality.”99
However, this papers over the losses experienced by people near poverty orin the middle
class. Indeed, as noted, the staff assessment posits that reducing the public wage bill

would decrease inequality because many public-sector salaries are above the median. The

194 HRW interview with Dr. Andrés Mideros Mora, March 9, 2023.

195 “|MF Engagement on Social Safety Net Issues in Surveillance and Program Work.”

196 Clement Joubert, “Not poor and not formal: Who are the ‘missed middle’ of social protection?”, post to “World Bank
Blogs” (blog), December 8, 2021, https://blogs.worldbank.org/africacan/not-poor-and-not-formal-who-are-missed-middle-
social-protection (accessed August 23, 2023).

197 “IMF/World Bank: Targeting Safety Net Programs Fall Short on Rights Protection,” Human Rights Watch news release,
April 14, 2022, https://www.hrw.org/news/2022/04/14/imf/world-bank-targeted-safety-net-programs-fall-short-rights-
protection.

198 The Costa Rica program included only a superficial analysis on the impact of adjustments on poverty and inequality. IMF,
“Costa Rica: 2021 Article IV Consultation and Request for an Extended Arrangement Under the Extended Fund Facility,” IMF
Country Report No. 21/48, p. 11.

199 IMF, “Ecuador: First Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
20/325, December 2020, p. 16.
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intent of addressing income inequality should not equate to lowering the wages of people
earning slightly above the median wage. On the contrary: cuts and caps on public wages
can erode the quality or availability of public programs essential to rights. Similarly, the
assessment finds that the VAT hike and expansion of the personal income tax reduces
inequality, even though it also hurts people who are in or near poverty but are not covered

by social protection programs.

Sequencing and Enforcement

In addition to raising questions about the adequacy of social spending floors, the gap
between paper and reality in the expansion of Ecuador’s social protection program brings
to light problems of sequencing and enforcement. The impact of adjustments is often
immediate, with prices increasing as soon as subsidies are removed or value-added taxes
implemented. But building and expanding social safety nets takes time, particularly when
they are targeted programs that depend on complex bureaucracies. In the case of Ecuador,
one year into the program, the government had only extended coverage to 30 percent of
the poorest 10 percent of Ecuadorians, meaning that well over 1 million of the poorest
Ecuadorians had yet to receive any support, even though the analysis projecting the
impact on poverty had assumed they would. The IMF staff report explained the delay as
“partly reflecting challenges in reaching the most vulnerable households in some
peripheral areas and urban pockets of poverty.”2e° Because the expansion was intended to
be gradual, despite this gap the government met—indeed exceeded—the coverage targets
it was required to achieve by the first review, which was published in October 2021. To
afford the government more time to achieve the final goal, it delayed completion by a year
to December 2022 and reduced required coverage to 70 percent of the bottom 30 percent,
with at least 65 percent coverage among the poorest 10 percent. By the time the final
review was published in December 2022, the government was still unable to achieve
targets in three districts, although it had achieved the overall target of covering 8o percent

of the bottom three deciles.z°:

200 |MF, “Ecuador: 2021 Article IV Consultation, Second and Third Reviews Under the Extended Arrangement Under the
Extended Fund Facility,” IMF Country Report No. 21/228, October 2021, p. 18.

201 |MF, “Ecuador: Sixth Review Under the Extended Arrangement Under the Extended Facility Fund,” IMF Country Report No.
22/378, December 2022.
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The difficulty in achieving even modest targets, and the time it takes to achieve them,
reflects a problem inherent in the IMF’s model of compensating forimmediate harms of
adjustments with expansions in targeted social protection programs. Unless the reforms
are carefully sequenced to take place after adequate expansion has taken place, there will
be a gap where people on low incomes will be left without the means to absorb higher
costs associated with many IMF-driven reforms. Moreover, because the social spending
flooris incorporated as indicative targets rather than performance criteria, as they are in
nearly all programs, noncompliance does not require a special waiver from the IMF Board.
An analysis by Oxfam of 17 IMF loans approved in 2020 and 2021 found that 22 out of 63
social spending floors were not met.202

Funding Social Protection Improvements

Few people argue that less spending on social protection is better; rather, they point to
mounting government debt and limited revenues to justify strictly means-testing programs.
For example, the IMF technical note on social safety nets (SSN) instructs staff to make

communication central to any plan to reform social safety nets due to fiscal pressures:

Where SSN reform is motivated by the need to address fiscal pressures,
communication of reforms needs to be explained in terms of trade-offs
within the constraints of government’s financing capacity. For example, in
the context of the need for fiscal consolidation, communication could
emphasize that reforms are focused on reducing leakage of benefits to
higher-income households while also addressing any existing gaps for
protecting more vulnerable households.

This approach ignores the important spillover effects of social protection; both what is
gained by increased spending and what is lost by reducing it. A recent study of child grants
in Lesotho found that each loti (LSL) transferred to a eligible households increases total

nominal (cash) income in the local economy by 3.11 LSL and real (inflation-adjusted)

202 Oxfam, “IMF Social Spending Floors: A fig leaf for austerity?”, April 2023,
https://oxfamilibrary.openrepository.com/bitstream/handle/10546/621495/bp-imf-social-spending-floors-130423-
en.pdf;jsessionid=1F9AD4692D236E58B00A385AE208275E?sequence=4 (accessed August 31, 2023), p. 21.
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income by 1.67 LSL.2%3 |t also found that even households that did not receive the cash
transfers saw benefits due to higher spending.zo4 By the same token, as noted in its
internal post mortem on its response to the 2008 Financial Recession, the IMF found that
cutting government spending had led to economic contraction in advanced economies
instead of the growth the IMF had anticipated due to forecasters underestimating the
“fiscal multiplier effect;” that is, the ripple effect of increasing or reducing government

spending on every sector of the economy.=205

Moreover, in the context where nearly every IMF program relies on fiscal consolidation, the
view that it justifies reducing or strictly limiting spending on social protection, or that the
harmful impacts of fiscal consolidation can be adequately mitigated through targeted cash
transfer programs, can limit IMF staff from considering alternative pathways to economic
recoveries that enhance, rather than erode, rights. Alternatives are available. Ortiz and
Cummins lay out nine ways of enhancing fiscal space to avoid austerity.2°¢ These include
strengthening progressive revenue generation and tackling illicit financial flows;
objectives which have particular resonance following a pandemic that saw inequality soar,

with a small group of well-placed individuals and businesses experiencing a windfall while

203 Sjlvio Daidone, Justin Kagin, Noemi Pace, Ervin Prifti, and ). Edward Taylor, “Evaluating spillovers and cost-effectiveness
of complementary agricultural and social protection interventions: evidence from Lesotho,” Journal of Development
Effectiveness 15 (2023): 1, accessed August 28, 2023, d0i:10.1080/19439342.2022.2162562, p. 9.

204 1bid, p. 22.

205 Qlivier ). Blanchard and Daniel Leigh, “Growth Forecast Errors and Fiscal Multipliers,” IMF Working Paper, January 3, 2013,
https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Growth-Forecast-Errors-and-Fiscal-Multipliers-40200
(accessed August 28, 2023). In general, research indicates that procyclical fiscal policies (i.e. reducing government spending
during economic crises and increasing it during boom times) is more likely to lead to inflation than countercyclical fiscal
policies. See, for example, Richard McManus and F. Gulcin Ozkan, “On the Consequences of Pro-Cyclical Fiscal Policy,” Fiscal
Studies 36 (2015): https://www.jstor.org/stable/26604810, pp. 29-50 (“We find that fiscally pro-cyclical countries have
lower rates of economic growth, higher rates of output volatility, and higher rates of inflation."). However, the question of at
what point government spending can trigger inflation, and how best to contain this risk, remains hotly debated. For example,
in the United States, Larry Summers, who was a top economic advisor under former President Barack Obama, argued that
President Joe Biden should decrease the size of the stimulus package to manage inflation risks. See, Lawrence H. Summers,
“The Biden stimulus is admirably ambitious. But it brings some big risks, too,” Washington Postopinion, February 4, 2021,
(accessed August 28, 2023), https://www.washingtonpost.com/opinions/2021/02/04/larry-summers-biden-covid-
stimulus/. On the other hand, Stephanie Kelton, who advised US presidential candidate Bernie Sanders, argued that Biden
could “go bigger” while containing inflation risks through tax and immigration policies, as well as increasing supply by
rapidly increasing domestic manufacturing capacity. Stephanie Kelton, “Biden Can Go Bigger and Not ‘Pay for It’ the Old
Way,” New York Times opinion, April 7, 2021, (accessed August 28, 2023),
https://www.nytimes.com/2021/04/07/opinion/biden-infrastructure-taxes.html.

206 |sabel Ortiz and Matthew Cummins, “End Austerity: A Global Report on Budget Cuts and Harmful Social Reforms in 2022-
25,” September 2022, https://reliefweb.int/report/world/end-austerity-global-report-budget-cuts-and-harmful-social-
reforms-2022-25 (accessed August 23, 2023), p. 48.
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hundreds of millions of people were pushed into poverty.2°7 Yet many governments have
reduced personal or corporate income taxes in recent years.2°8 Sri Lanka, for example,

implemented steep tax cuts in 2019 despite already having one of the lowest tax-to-GDP
ratios in the world, a move that is widely regarding as contributing to the economic crisis

roiling the country today.2°9

Even within the context of fiscal consolidation, the overarching emphasis on reducing or
containing social protection coverage through targeting comes at the expense of an
alternative hinted at in the technical note but never fully explored: Instead of investing in
the administrative architecture to target social protection coverage, governments can
provide broad coverage and focus their efforts on improving progressive income tax
structures to “claw back” benefits from high-income households.z This approach avoids
the risk of exclusion errors and other problems associated with targeted programs and
directs precious public dollars toward developing a reliable progressive tax system. In
practice, IMF programs rely significantly on value-added taxes to raise revenues; 19 of 33
programs reviewed included advice or conditionalities on raising VATs or eliminating

exemptions such as on food.

An approach that looks at equitable revenue generation should go beyond official tax
rates: companies have long exploited global tax regimes to shift profits to reduce or
eliminate their tax bills, depriving the countries where they operate of an important source

of revenue. And many wealthy individuals and companies avoid paying even those taxes to

207 See, for example, Francisco H. G. Ferreira, “Inequality in the Time of COVID-19,” /MF Finance & Development magazine,
June 2021, https://www.imf.org/external/pubs/ft/fandd/2021/06/inequality-and-covid-19-
ferreira.htm#:~:text=The%20severe%20impact%200f%20othe,extreme%3A%20the%20wealth%200f%2o0billionaires.

208 Batween 1974 and 2016, top personal tax rates decreased from roughly 60 percent to between 30 and 40 percent. See,
Alexander D. Klemm, Li Liu, Victor Mylonas, and Philippe Wingender, “Are Elasticities of Taxable Income Rising?”, IMF
working papers, June 13, 2018, https://www.imf.org/en/Publications/WP/Issues/2018/06/13/Are-Elasticities-of-Taxable-
Income-Rising-45925 (accessed August 23, 2023). Between 1980 and 2021, the global average for corporate tax rates
decreased from over 40 percent to 23.5 percent. See, Cristina Enache, “Corporate Tax Rates around the World, 2022,” Tax
Foundation, December 13, 2022, https://taxfoundation.org/publications/corporate-tax-rates-around-the-world/ (accessed
August 23, 2023). For example, among OECD countries, 17 had lower tax-to-GDP ratios in 2014 than 1995. See, OECD,
“Revenue Statistics 2016,” November 30, 2016, https://www.oecd-ilibrary.org/taxation/revenue-statistics-2016_rev_stats-
2016-en-fr (accessed August 23, 2023).

209 “Srj Lanka Lost Around 10 Lakh Taxpayers Since 2019 Tax Cuts: Finance Minister Sabry,” Outlook India, May 6, 2022,
https://www.outlookindia.com/business/sri-lanka-lost-around-10-lakh-taxpayers-since-2019-tax-cuts-finance-minister-
sabry-news-195205 (accessed August 23, 2023). See also, “Sri Lanka: Economic Crisis Puts Rights in Peril,” Human Rights
Watch news release, August 16, 2022, https://www.hrw.org/news/2022/08/16/sri-lanka-economic-crisis-puts-rights-
peril#:~:text=(New%20York)%20-%20Sri%20Lanka,Human%2o0Rights%20Watch%20said%2otoday.

210 “|MF Engagement on Social Safety Net Issues in Surveillance and Program Work,” p. 6.
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which they are legally subject through legal or illegal means. Tax havens collectively cost
governments between $500 billion and $600 billion a year in lost corporate tax revenue,
and they are a particular drain on low-income countries.2* Estimates of individual wealth
stashed in tax havens is even greater: $8.7 trillion to $36 trillion depending on the
estimate.22 Reducing corruption, such as by tackling abuse in public procurement, can
also make a significant difference, with one study finding it could raise $1 trillion in new
public revenues, particularly for low-income countries.23 In contrast, an ILO paper
calculated that the global cost of establishing universal social protection in 2019 would be
US$792.6 billion, including administrative costs.2

211 Nicholas Shaxson, “Tackling Tax Havens,” /MF Finance & Development magazine, September 2019,
https://www.imf.org/en/Publications/fandd/issues/2019/09/tackling-global-tax-havens-shaxon (accessed August 23,
2023).

212 |pid.

213 paolo Mauro, Paulo Medas, Jean Marc Fournier, “The Cost of Corruption,” /MF Finance & Development magazine,
September 2019, https://www.imf.org/Publications/fandd/issues/2019/09/the-true-cost-of-global-corruption-mauro
(accessed August 23, 2023).

214110, “Measuring financing gaps in social protection for achieving SDG target 1.3: Global estimates and strategies for
developing countries,” extension of social security working paper no. 73, 2019,
https://www.ilo.org/wcmsps/groups/public/---ed_protect/---soc_sec/documents/publication/wcms_729111.pdf (accessed
August 23, 2023), p. XV.
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lll. Experiences from the Ground: The Case of Jordan

The Fund’s approach of continuing to pursue its traditional line of structural adjustments
with governments while mitigating their impact on people on low incomes through
targeted social protection is central to its response to the pandemic, but it did not begin
with it. This approach has been a hallmark of several major IMF programs over the past
decade, including in Pakistan, Egypt, and Jordan. Having the benefit of time, these
programs offer a valuable window into whether doubling down on this approach in the
wake of the pandemic is consistent with the IMF’s commitment to building more inclusive

economies with strong social protection programs.

This chapter documents the real-world impact of a decade-long series of IMF programs in
Jordan. Based on a close analysis of relevant documents as well as around 50 interviews
with people on low incomes affected by the program and 20 relevant experts, it offers an
illustrative case study of how people experience the consequences of traditional
adjustments paired with new allocations for targeted social spending protected by a

spending floor.

IMF and Jordan

Samer, standing at the entrance of his drinking water shop in Marka, a low-income
neighborhood in the Jordanian capital of Amman, recounts the changes to his business
since opening in 2009.255 First, he says, fuel subsidies were cancelled in 2012. The
wholesale cost of water, which is delivered in a tanker truck, went up, as did the cost of his
deliveries, but he did not receive any government support to offset these increases. “Now
we need [to deliver] at least 10 jugs to justify the cost of the fuel.”2¢ He didn’t raise his
price for a 10-liter jug, he said, but he had fewer customers as people struggled to afford

rising prices generally.

Then, in 2018, bread subsidies were removed and new sales taxes introduced, which cut

further into his sales as people struggled to make ends meet. At the same time, his

215 The names of most interviewees featured in this report have been changed to protect their privacy.

216 Human Rights Watch interview with Samer, Amman, Jordan, October 17, 2021.
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electricity costs started to increase, further cutting into his profits. “Every year is worse

than the year before,” he told Human Rights Watch, but the Covid-19 pandemic dealt him
yet another blow, reducing sales further by roughly one half. “People have no money,” he
said. “When | started in 2009, | sold 120 JD per day (US$170) [worth of water], now it’s 25-

30 JD ($35-42). The water tanker used to come every three days, now it’s every nine days.”

As he’s speaking, a customer fills a 10-liter jug and hands him money. He explains that the
customer took a jug a few days earlier but didn’t have the money to pay so he’s now paying
for both jugs. He tells Human Rights Watch that he has a rule not to refuse people who ask

to buy on credit “because you can’t tell a person they can’t have water.”

Jordan’s economy has faced many challenges over the past decade, but the timeline
Samer described, up to the point of the pandemic, tracks with a comprehensive economic
reform program the government enacted and financed under a series of IMF programs,
worth a combined $4.4 billion, that began in 2012. At the time, Jordan’s debt had climbed
to 8o percent of GDP, largely due to an increase in energy costs and the lingering effects of
the 2008 Financial Crisis.27 The effects of regional instability also had complicated
economic implications for the country, hurting its tourism sector and bringing hundreds of
thousands of Syrian refugees into the country. The programs, which followed a series of
IMF programs in Jordan spanning from 1989 to 2004, were designed to reduce Jordan’s
debt,2® including by removing or reducing subsidies on fuel, electricity, and food, and by
increasing sales taxes.2 Despite Jordan implementing these reforms, its debt continued to
climb, reaching more than 97 percent of GDP in 2019, before it sharply rose again due to
the Covid-19 pandemic, topping 110 percent by the end of 2022.22°

217 World Bank, “Jordan Economic Monitor: Maintaining Stability and Fostering Shared Prosperity Amid Regional Turmoil,”
March 31, 2013, https://data.unhcr.org/en/documents/details/70855 (accessed August 23, 2023).

218 |MF data, “Jordan: History of Lending Commitments as of August 31, 2018,”
https://www.imf.org/external/np/fin/tad/extarr2.aspx?memberKey1=530&date1key=2018-08-31 (accessed August 23,
2023).

219 |MF, “)ordan: Request for a Stand-By Arrangement,” IMF Country Report No. 12/343, December 2012, p. 7,
https://www.imf.org/external/pubs/ft/scr/2012/cr12343.pdf.

220 World Bank, “Jordan Economic Update,” October 2021,
https://thedocs.worldbank.org/en/doc/222b8edbésc7bfcbfc3fsafcosad892a-0280012021/0original/Jordan-Economic-
Update-October-2021.pdf (accessed August 23, 2023); and “Public debt interest increased 10% in 2022 to reach JD1.76b,”
Jordan News, last updated February 8, 2023, https://www.jordannews.jo/Section-109/News/Public-debt-interest-increased-
10-in-2022-to-reach-JD1-76b-26894 (accessed August 23, 2023).
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But even if the IMF-driven measures had achieved their objective, both the IMF and
Jordanian authorities acknowledged the pressure they would place on low-income
Jordanians, and each of the loan programs included language about the importance of
mitigating these impacts through improvements in social protection, as described below.
Yet the only significant effort to do so came in 2019, when the government, with the
support of a combined $2 billion World Bank project, established a targeted cash transfer
program called Takaful.z2 This chapter will examine how effective Takaful has been at
achieving this goal since it is a paradigmatic example of the IMF’s efforts to

simultaneously embrace fiscal consolidation and social protection.

2012-2018: Higher Prices, Scant Support
Until the establishment of Takaful, The National Aid Fund (NAF), established in 1986 to

operate as an administratively and financially independent entity, oversaw the country’s
main social safety net, a program that provides small cash transfer payments to certain
groups of people, such as orphans and older people.22 In 2018, the year before Takaful
was established, it reached around 330,000 people (in 100,000 households) even as the
poverty rate among Jordan’s population of 11 million was 15.7 percent that year; meaning,
it benefitted less than one in five people living in poverty.223 In 2011, Jordan established
unemployment insurance, although it is limited to formal sector employees who have paid

contributions to social security and the benefit amount is based on these contributions.z24

221 World Bank, “Program Information Document,” report no. PIDA24962, updated May 17, 2018,
https://documentsi.worldbank.org/curated/en/881541527286854157/pdf/Appraisal-Program-Information-Document-PID-
Jordan-First-Equitable-Growth-Job-Creation-Programmatic-Development-Policy-Financing-P166360.pdf (accessed August 23,
2023).

222 Official Site of the Jordanian e-Government, National Aid Fund webpage,
https://portal.jordan.gov.jo/wps/portal/Home/GovernmentEntities/Ministries/Ministry/Ministry%200f%20Social%20oDevel
opment/National%20Aid%20Fund/!ut/p/zo/fY7RColwFEB_ZX5AXBHrfZiNxAlgoNpLjjx2adoNWo)_nw8993jgcDigQYEms-
BklnoybuWL3l15Xp62geDHNuvyINdNUYqg6q9oug94SVKD_S2slm2Uhj9DBxPsGafSg)BK-
4vxhfmS9v6FxbG8X63x4Woqgmt8E4ziwwssGCAgxsjxJvad_Zbk!/ (accessed August 23, 2023).

223 UNICEF, “National Aid Fund Cash Transfer Pilot: Post Distribution Review,” December 2019,
https://www.unicef.org/jordan/media/2726/file/NAF_English_Report.pdf (accessed August 23, 2023), p. 10. NAF’s largest
cash transfer program provided an average of 28 JD/month to 240,000 individuals. See also, Hashemite Kingdom of Jordan,
“National Social Protection Strategy, 2019-2025,” https://www.unicef.org/jordan/media/2676 /file/NSPS.pdf (accessed
August 23, 2023), p. 27.

224 Jihad A. Abu Al Sondos, “The Benefits of Unemployment Insurance Fund in Jordan,” European Scientific Journal1s (2019):
4, accessed August 23, 2023, d0i:10.19044/€5}.2019.v15n4p333.
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As of August 2019 it covered 630,000 people, less than one-quarter of the total labor

force.22s

In December 2012, the IMF approved a $2 billion, 36-month Stand-By Arrangement that
imposed the removal of fuel subsidies among other measures that were intended to
drastically reduce government spending. These measures, which came at a time when
public anger over the government’s handling of the economy and perceived corruption was
already at a boiling point, were met by widespread protests.22¢ The loan agreement states
that authorities “noted the need to strengthen the social safety net to shield the poor from
the impact of price increases.”227 However, it did not include a social spending floor or any
specific measures to achieve this goal, nor did it calculate the anticipated impact on
people on low incomes. An IMF review of the program the following year noted that retail
prices rose 14 percent for gasoline, 54 percent for liquid petroleum gas, and 33 percent for
kerosene, which in turn raised prices more broadly.228 Separate IMF research from 2015
that looked at the impact of fuel subsidy removal in a number of countries found that

household costs rose 5.8 percent following the removal of fuel subsidies in Jordan.229

In 2016, the IMF approved a second loan, a $723 million, three-year Extended Fund Facility
that was similarly conditioned on fiscal consolidation. To achieve the fiscal targets, the
government removed bread subsidies in 2018, causing the price of bread to rise between

60 and 100 percent, an increase of around 0.16 JD ($0.23) per kilogram.23° The government

225 Bahaa Al Deen Al Nawas, “630,000 people covered by unemployment insurance-SSC,” Jordan Times, August 31, 2019,
https://www.jordantimes.com/news/local/630000-people-covered-unemployment-insurance-—-ssc (accessed August 23,
2023). In 2019, Jordan’s total labor force was 2,791,809 people, according to the World Bank. See, World Bank, “DataBank:
World Development Indicators,” webpage, accessed September 5, 2023,
https://databank.worldbank.org/reports.aspx?source=2&country=JOR.

226 «protests in Jordan after spike in fuel prices,” A/ Jazeera, November 14, 2012,
https://www.aljazeera.com/news/2012/11/14/protests-in-jordan-after-spike-in-fuel-prices (accessed August 23, 2023).

227 |MF, “Jordan: Request for a Stand-By Arrangement,” December 2012.
228 |\F, “Jordan: First Review Under the Stand-By Arrangement,” (Washington, DC: IMF, 2013).

229 |MF, “The Unequal Benefits of Fuel Subsidies Revisited: Evidence for Developing Countries,” Fiscal Affairs Department
working paper, November 2015, https://www.imf.org/external/pubs/ft/wp/2015/wp15250.pdf (accessed August 23, 2023),
p. 20.

230 5yleiman Al-Khalidi, “Jordan ends bread subsidy, doubling some prices, to help state finances,” Reuters, January 26,
2018, https://www.reuters.com/article/us-jordan-economy-subsidies-bread/jordan-ends-bread-subsidy-doubling-some-
prices-to-help-state-finances-idUSKBN1FF2CP (accessed August 23, 2023). The IMF did not mandate the removal of bread
subsidies, but authorities said it was necessary to achieve program targets. See also, USDA Foreign Agricultural Service,
“Jordan Ends Bread Subsidies, Implements USDA-Style SNAP EBT Program,” January 15, 2018,
https://apps.fas.usda.gov/newgainapi/api/report/downloadreportbyfilename?filename=Jordan%20Ends%20Bread%20Sub
sidies%20and%2olmplements%20USDA-Style%20SNAP%20EBT%20Progr_Amman_Jordan_1-22-2018.pdf (accessed August
23,2023).
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also implemented broad tax reform that relied heavily on increasing sales taxes and
reducing the threshold of income subject to income taxes. Sales taxes were increased to
between 10 and 20 percent on essential food items including dairy products, eggs, and
fruit, that had previously been taxed at between o and 8 percent.z3t A new income tax law
reduced the threshold for taxable income from 12,000 JD ($16,916) to 9,000 ($12,687), and
progressively increased the rate on the next 20,000 JD ($28,193) annually to reach 25
percent, compared to 20 percent previously, with income over 1 million JD newly taxed at
30 percent.232 Ahmad Awad, the head of Phenix Center, a Jordanian NGO focused on
economic issues, described it as a “progressive tax for the middle class but a flat tax for
the wealthy.”233 Awad also noted that the income tax reform maintained the government’s
reliance on sales tax, which made up roughly three-quarters of all taxes in 2022.234
Inflation increased by nearly 5 percent that year and the reforms sparked protests across

the country that ultimately led to the resignation of the prime minister.23s

As with the previous loan program, this one stressed that “successful implementation of
the program will require cushioning the potential impact of fiscal consolidation and
structural reform on the vulnerable segments of the population.”23¢ This time the program

included “an indicative floor on social spending to shield low-income groups from the

231 USDA Foreign Agricultural Service, Attaché Report, “Jordan: Jordan Levies New Special Taxes on Food and Beverage
Products,” January 29, 2018, https://www.fas.usda.gov/data/jordan-jordan-levies-new-special-taxes-food-and-beverage-
products#:~:text=Commencing%2oFebruary%2015%2C%202018%2C%20the,was%20set%20at%2010%20percent
(accessed August 23, 2023).

232 Income Tax Law, no. (34) of 2014 Amended by Law no. (38) of 2018,
https://istd.gov.jo/ebv4.0/root_storage/en/eb_list_page/income_tax_law_no_34_of 2014_amended_by_law_no_38_of_20
18.pdf.

233 Human Rights Watch video interview with Ahmad Awad, head of the Phenix Center, March 13, 2023.

2341n 2022, government revenues from taxes on income and profits were 1.45 billion JD, compared to 4.357 billion JD from
sales taxes. See, IMF, “Jordan: Fifth Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country
Report No. 23/49, January 2023, p. 24. In 2015, before the tax reforms, revenues from taxes on income and profits were 858
million JD, compared to 2.8 billion from sales taxes. See, “Jordan: 2017 Article IV Consultation,” IMF Country Report No.
17/231, July 2017, p. 45.

235 See, World Bank, “Inflation, consumer prices (annual%) — Jordan” webpage,
https://data.worldbank.org/indicator/FP.CPI.TOTL.ZG?locations=JO (accessed August 23, 2023); and “Jordan: thousands
protest against IMF-backed austerity measures,” Guardian, June 3, 2018,
https://www.theguardian.com/world/2018/jun/o03/jordan-amman-protest-imf-austerity-measures (accessed August 23,
2023).

236 |MF, “Jordan: Request for an Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No. 16/295,
September 2016, p. 16.
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effects of fiscal adjustment.”237 The floor was defined as a category of social spending
already tracked by the central government budget that includes transfers for sickness and
disability; older age; family and children; housing; and other social protection related
costs.238 However, the Jordanian government did not meet the social spending floorin
either of the program’s two published reviews, in which IMF staff assess program

compliance before releasing the next tranche of funds.=239

Since the floor was an indicative target rather than a performance criterion, this failure did
not require a Board-approved waiver for the program to continue, leaving little incentive for
the Jordanian government to ensure compliance. In 2016, the floor anticipated that the
social protection budget would increase by 230 million JD over the previous year, yet the
first review found that the government’s actual spending only increased by around 60
million JD.2#e The second review, published in 2019, similarly found that spending in 2017
and 2018 consistently fell short of the indicative targets of the social spending floor; by 89
million JD in 2017 and by 55 million JD by June 2018.24

Itis also unclear where any increase in social spending under the floor went or any real-
world impact. The NAF’s budget increased only slightly between 2012 and 2018. In fact,
between 2012 and 2017 the budget allocated to targeted social assistance decreasedby 9
percent, or D 21 million, even as non-targeted subsidies decreased by 88.4 percent, or JD
788 million.242 A separate analysis in a paper by the Friedrich Ebert Stiftung found that
public spending on health, education, and social protection stayed roughly the same as a

237 |bid., p. 11. Elsewhere, the IMF notes: From its inception, the EFF program has included a “floor” on social spending, i.e., a
minimum level of spending on education and health, social protection programs of [National Aid Fund] and other entities,
and a school feeding program. This is to ensure that any necessary fiscal consolidation to preserve debt sustainability does
not burden the poor, but rather promotes equity, and protects Jordan’s future growth potential. See, IMF, “Jordan: Second
Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No. 21/188, August 2021, p.
46.

238 |MF, “Jordan: Request for an Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No. 16/295,
September 2016, p. 16.

239 The program was expected to have seven reviews over the three-year period, but only had two.

249 |MF, “Jordan: 2017 Article IV Consultation,” IMF Country Report No. 17/231, July 2017, p. 95.

241 |MF, “Jordan: Second Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
19/127, May 2019, p. 78.

242 Hashemite Kingdom of Jordan, “National Social Protection Strategy, 2019-2025,” p. 26.
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percentage of the overall budget during this period, suggesting that the savings from

subsidies was not directed to health or education either.243

With such a threadbare social protection system, the public was left largely unprotected to
weather not only a sputtering economy that led to stubbornly high unemployment, but also
a series of painful IMF-driven economic reforms that drove up prices.z44 Human Rights
Watch has previously documented how this contributed to an explosion of personal debt
in Jordan, which, when people are unable to repay, can lead to imprisonment in certain
cases because of Jordan’s draconian laws that criminalize overdue promissory notes and

bounced checks.245

2018-2021: Takaful, Covid-19 Relief, and Another IMF Program

In February 2018, protests broke out to oppose the increase in prices due to the removal of
bread subsidies and increase in sales taxes, echoing demonstrations that roiled the country
in 1996, when the government had previously lifted bread subsidies, only to restore them
soon after due to public pressure.24¢ This time, the government increased NAF’s funding by
10 million JD and introduced a one-time subsidy ranging from 27 to 33 JD for Jordanians and

some non-citizen Jordanian residents with annual incomes below 6,000 JD.247

243 Laith Alajlouni, “IMF Conditionalities and Social Protection in Jordan: Regression or Improvement?”, from Friedrich Ebert
Stiftung, “Uncovered: The Role of the IMF in Shrinking the Social Protection,” p. 86, https://library.fes.de/pdf-
files/bueros/tunesien/19559.pdf.

244 At 24.8 percent, Jordan’s unemployment rate is the highest in the MENA region; youth unemployment is 53.6 percent.

245 Human Rights Watch, “We Lost Everything”: Debt Imprisonment in Jordan, (New York: Human Rights Watch, 2021),
https://www.hrw.org/report/2021/03/16 /we-lost-everything/debt-imprisonment-jordan. Note that the Jordanian government
issued an order that currently applies these laws only to debts over 20,000 JD. See, “Defence Order No. 28 on debtor
imprisonment extended until April 30,” Jordan Times, January 31, 2023, https://jordantimes.com/news/local/defence-order-
no-28-debtor-imprisonment-extended-until-april-
30#:~:text=Before%20the%20amendment%200f%20Article,News%20Agency%2C%20Petra%2C%20reported (accessed
August 23, 2023).

246 “Riots break out in Jordan over bread price hikes,” The New Arab, February 5, 2018,
https://english.alaraby.co.uk/news/riots-break-out-jordan-over-bread-price-hikes (accessed August 23, 2023); for 1996
bread protests, see, Lamis Andoni and Jillian Schwedler, “Bread Riots in Jordan,” Middle East Research and Information
Project, https://merip.org/1996/12/bread-riots-in-jordan/ (accessed August 23, 2023).

247 |n addition to Jordanian citizens, the children of Jordanian women married to non-Jordanians and former residents of
Gaza were eligible for the subsidy. JT, “Government announces economic measures, cash subsidy mechanism,” Jordan
Times, January 16, 2018, https://www.jordantimes.com/news/local/government-announces-economic-measures-cash-
subsidy-mechanism. See also, “2018 alall & LS jall aen s ua )l A" accessed September 5, 2023,
https://www.addustour.com/articles/1057509-2018-plall- 3-LS- jdll-ac a8 e ) ),
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The same year, the World Bank approved the first part of a $2 billion program that included
funding for establishing a targeted cash transfer program explicitly designed to buffer
people from the impact of these structural adjustments. According to the program
documents, “the adverse effects of potentially higher prices will be mitigated by an
improvement and expansion of the National Assistance Fund.”24® Soon after, the
government released a National Social Protection Strategy for 2019-2025, with funding and
support from UNICEF, that introduced Takaful, the country’s first cash transfer program

designed for the working poor.249

The strategy acknowledged that, until then, the government had largely relied on
subsidies, such as on fuel, water, and wheat, as a social safety net, as well as small cash
transfer programs meant for those unable to work. Takaful marked an important step in
“shifting social assistance resources away from inefficient subsidies towards poverty
targeted programs.”zse Introducing or relying on existing highly targeted cash transfer
programs is emerging as a hallmark approach for the Fund, working in partnership with the
World Bank, to reconcile its recent emphasis on building inclusive economies with its
traditional fiscal adjustment policies, including removing or reducing subsidies. Indeed,
Jordan’s current Minister of Finance, Mohamad Al-Ississ, criticized previous IMF programs’
heavy reliance on spending cuts and regressive taxation, saying “they did not live up to the
hopes that both our people and the Fund aspired to because there was a missing element
of ownership and trust.”2st While Al-Ississ praised the 2020 IMF program he helped
negotiate and the increased attention to social safety nets, his comments reflect the extent
to which Fund advice is often interwoven in government policies.2s2

In Egypt, for example, the government established two new cash transfer programs—one,

also called Takaful, targeting poor families with children and another, called Karama,

248 World Bank, “Program Information Document,” report no. PIDA24962, updated May 17, 2018, p. 6. The reforms, while
“expected to have positive effects on the economy and social welfare in the long term,” will nonetheless “have some
negative effects in the short term,” the documents said. They added that the removal of energy subsidies and increase in
taxes on goods and services were expected to raise prices and “reduce households’ purchasing power but they yield
important savings that can be redirected toward mitigation measures that are better targeted to low-income households and
activities that enhance inclusive growth.” Ibid.

249 Hashemite Kingdom of Jordan, “National Social Protection Strategy, 2019-2025,” p. 26.

250 |hid., p. 6.

251 “Jordan: Great Expectations: Achieving Fiscal Discipline with Social Protection in Uncertain Times,” video clip, YouTube,
https://www.youtube.com/watch?v=DXqHéxlwqUl, (accessed August 23, 2023).

252 |bid.
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targeting older people and people with disabilities—in 2015. As in Jordan, it was supported
by the World Bank and intended to mitigate the impacts of IMF-driven reforms, “which
included removal of energy subsidies, the adoption of a flexible exchange rate and the
introduction of a new VAT tax.” 253 According to the World Bank, Takaful and Karama
“aimed to mitigate the potential short-term, negative impacts of the reforms on the most

poor and vulnerable segment of Egypt’s population.”254

This strategy is also reflected in a new IMF loan program in Jordan approved in August
2020, months after the Covid-19 pandemic enormously exacerbated the challenges that
low-income Jordanians were facing. The agreement, which is discussed in detail below,
called for fiscal consolidation while making it “an important objective” to counter the
impacts of the reforms with “adequate protection of the poor and vulnerable,” and cited
“cooperation with the World Bank and UNICEF” to enhance the social safety net as a
means of achieving that goal.2s5 An IMF review of the program conducted in 2022, which
mandated the removal of fuel subsidies after the government restored them to cope with a
spike in prices due to Russia’s 2022 invasion of Ukraine, makes the link more explicitly.
For example, the Executive Board Assessment of the program notes that “Directors
stressed the need to replace costly fuel subsidies with targeted support to protect

vulnerable households within the approved 2022 budget envelope.”2s¢

A key change in the 2020 program is that the social spending floor, which was defined to
be broader than the floor in the previous program and includes new spending on the cash

transfer program, was made into Performance Criteria that require a Board waiver if unmet.

At the same time, the effectiveness of the floor depends on the amount where it is set. As
discussed below, some reviews of the Jordan program /owerthe floor from where it was the
previous year, indicating how they can also be a tool to exert pressure to decrease social

spending by unwinding government support even as the economic impacts of the

253 “The Story of Takaful and Karama Cash Transfer Program,” World Bank feature story, November 15, 2018,
https://www.worldbank.org/en/news/feature/2018/11/15/the-story-of-takaful-and-karama-cash-transfer-program (accessed
August 23, 2023).

254 bid.

255 Statement by Sameah Geadeh, Alternate Executive Director for Jordan, March 25, 2020, p. 2 (included as annex to Staff
Report for EFF).

256 IMF, “Jordan: 2022 Article IV Consultation and Fourth Review Under the Extended Arrangement Under the Extended Fund
Facility,” IMF Country Report No. 22/221, July 2022.
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pandemic, inflation, and other economic stresses, including IMF-driven policy changes,
are still acutely felt. And, as the Board Assessment above hints at, the targeted cash
transfer programs that are meant to mitigate these impacts can act more as a constraint on
social spending, allowing enough to cover only the bare minimum and leaving too many

people exposed.

Takaful

Takaful is an automated cash transfer program intended to provide income assistance to
the poorest Jordanians. Its original budget was $200 million over three years funded by the
World Bank, and UNICEF has been closely involved in the program’s design and
implementation. All families under the poverty line are eligible but it is funded to cover far
less than the number of eligible families. In 2022, it covered 120,000 families, which
amounts to less than one-fifth of the roughly 24 percent of Jordanian families who now live

under the poverty line.2s7

To apply to the program, applicants fill out an application questionnaire, which is available
online or can be filled out at one of NAF’s offices or temporary registration centers and
elicits information about household demographics, spending, income, and assets.
Applicants are first screened to determine if they meet basic eligibility criteria: for
example, whether they are a Jordanian citizen with a national ID number, if they are
receiving other NAF benefits, and whether they are under the national poverty line.
Applicants identified as eligible do not necessarily become beneficiaries, since the scope
of the program is set based on available funding. Instead, an algorithm ranks eligible
applicants from poorest to less poor based on 57 socio-economic indicators, using a
combination of data drawn from numerous agencies as well as information reported on the
application questionnaire. Examples of indicators or sub-indicators that are weighed to
calculate an applicant’s ranking according to NAF officials are: family size, illness,
governorate, number of children who are working age, the value and age of cars owned by
the family, size of the house, electricity usage, and expenditures.zs8 Applicant families

ranked poorest are selected as funding allows.29 In the beginning of the program, the

257 Maria Weldali, “Poverty rate of 24.1% requires policy change — experts,” Jordan Times, June 9, 2022,
https://www.jordantimes.com/news/local/poverty-rate-241-requires-policy-change-%E2%80%94-experts (accessed August
23,2023).

258 Hyman Rights Watch interview with NAF officials, Amman, Jordan, October 9, 2022.

259 UNICEF, “National Aid Fund Cash Transfer Pilot: Post Distribution Review,” December 2019.
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algorithm calculated the amount awarded to each household based on a complicated
equation, but it has since been simplified so that households receive between 40 and 136
JD per month depending on the number of people.z¢° Another change to the program is that
households are “refiltered” each month to ensure continued eligibility. Under the new

system, benefits are supposed to arrive monthly.

Takaful’s timing came at an unexpectedly critical moment for Jordan. The program
launched in May 2019 and the first round of payments went to 21,084 families in February
2020, just as the novel coronavirus was beginning to bring economic activity to a
standstill.26* With the help of additional emergency loans from the IMF and World Bank,
Jordan was able to quickly expand Takaful to support informal workers impacted by Covid-
19.262 Nearly half of workers in Jordan are informal and most are not covered by the
country’s unemployment insurance scheme.263 In the spring of 2020, the government
launched Takaful-2, a one-year program that sent assistance to 240,000 day laborers.
Households with less than three members received 72 |D per month, paid every one to two
months, and larger households received 132 |D. The program was extended at a smaller
size—covering 160,000 workers—through December 2021, after which it expired despite
the lingering impacts of the pandemic.

To make matters worse, Russia’s invasion of Ukraine in February 2022 compounded the
economic hardship people faced by raising the cost of fuel and grain. To help mitigate
these impacts, the government expanded Takaful to reach a total of 120,000 families. It
also restored some fuel and bread subsidies, but under the ongoing IMF program the fuel
subsidies were again removed and the government committed to work with the Fund’s

technical assistance to explore “better targeting” the food subsidies.264

260 Hyman Rights Watch interview with NAF, Amman, Jordan, May 30, 2023.
261 UNICEF, “National Aid Fund Cash Transfer Pilot: Post Distribution Review,” December 2019.

262 |5 May 2020, Jordan received a $396 million emergency loan from the IMF to support its Covid-19 response. It also
received $350 million in June 2020 and $290 million in June 2021 from the World Bank to expand its emergency cash transfer
program.

0

263 Bahaa Al Deen Al Nawas, “Informal economy constitutes around 25 per cent of national income’”, Jordan Times, February
2, 2020, https://www.jordantimes.com/news/local/informal-economy-constitutes-around-25-cent-national-income
(accessed August 23, 2023); ILO Regional Office for the Arab States, “Opportunities for extending social security coverage in
Jordan,” February 9, 2021, https://data2.unhcr.org/en/documents/details/88906 (accessed August 23, 2023).

264 IMF, “Jordan: 2022 Article IV Consultation and Fourth Review Under the Extended Arrangement Under the Extended Fund
Facility,” IMF Country Report No. 22/221, July 2022; and IMF, “Jordan: Fifth Review Under the Extended Arrangement Under
the Extended Fund Facility,” IMF Country Report No. 23/49, January 2023.
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2020 IMF Loan Program

The $1.3 billion, three-year program, which is currently in its final year, reflects the
countervailing impulses to increase social spending—and social protection in particular—

and to decrease debt by cutting government spending.

The program continues fiscal consolidation totaling 4 percent of GDP over the program
period, following a brief pause to allow for crisis-related spending. It builds on previous
IMF programs in several respects and introduces some new reforms. Like many IMF
programs approved since the pandemic, it calls for freezing public sector hiring except in
health and education. While women are always more likely to be impacted by such freezes,
this is likely especially true in Jordan: education, health care, and public administration
represent 30 percent of total employment but hire 68 percent of all employed Jordanian
women, according to a study produced by Harvard’s Center for International
Development.265 While health and education are excluded from the hiring freezes, as the
study points out, “given fiscal restrictions, it’s unlikely that these sectors can grow enough

to absorb the large increase expected in qualified female labor in the coming years."26¢

At the same time, IMF programs in Jordan, including the current one, identify Jordan’s low
rates of female labor participation as an obstacle to economic growth and include a
number of measures to improve their participation, including by improving and

implementing regulations requiring firms to make daycare available to employees.267

The 2020 loan program also includes two reforms that are intended to reduce the burden
on businesses in Jordan. It expands a measure enacted under the previous program that
allows certain employers to reduce their social security contributions for employees under
the age of 28 to include all start-up companies, which can erode the long-term
sustainability of the social security system. The program also reforms Jordan’s cross-
subsidization of electricity to reduce tariffs for businesses by raising them on certain

households. A new tariff structure, discussed in more detail below, was introduced on

265 Ricardo Hausmann et al., Jordan: The Elements of a Growth Strategy, Center for International Development at Harvard
University Faculty Working Paper No. 346, February 2019, https://www.hks.harvard.edu/centers/cid/publications/faculty-
working-papers/jordan-growth-strategy (accessed August 31, 2023) [on file with Human Rights Watch].

266 |hid., p. 3.

267 “SADAQA: Towards a Friendly Working Environment for Women,” webpage, accessed September 5, 2023,
http://www.sadaqajo.org/page/62491.
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April 1, 2022.268 The program also signals possible water tariff reform, as the government is
required to “study the water tariff structure both for corporate and households and explore

options for a restructuring of water tariffs and their potential social impacts.”

In 2022, fuel and food subsidies once again came into focus, after Russia’s war against
Ukraine significantly raised prices on both. To help people cope, the government restored
some of the subsidies it had removed under previous programs. In line with requirements
laid out in the fourth staff review of the program, the government began to remove the fuel
subsidies in May 2022, and they were fully phased out by the end of the year.269 Some
food subsidies remain in place, but the government committed to work with IMF technical

assistance to, among other things, “help improve targeting.”z7°

In addition to reducing expenditures, the program also emphasizes the need to improve
revenue generation, and includes several structural benchmarks related to closing tax

loopholes and tackling tax evasion.

At the same time, the program pays greater attention than the previous one to social
spending. It includes a social spending floor, this time as Performance Criteria, “to ensure
that any necessary fiscal consolidation to preserve debt sustainability does not burden the
poor, but rather promotes equity, and protects Jordan’s future growth potential.”2* The
flooris defined to include non-wage health and education current expenditures, the NAF
social protection program (which includes Takaful), and the school feeding program. While
more precise than the previous definition, it does not track existing budget lines, and the
program does not calculate spending in previous years on the categories included in the

definition, leaving the public unable to track spending relative to previous years.

268 )T “New electricity tariff to go into effect Friday — EMRC,” Jordan Times, March 31, 2022,
http://www.jordantimes.com/news/local/new-electricity-tariff-go-effect-friday-%E2%80%94-
emrc#:~:text=Energy%20oMinistry%2o0Spokesperson%2oMashhour%20Abu,at%20200piasters%2oper¥%2okilowatt
(accessed August 23, 2023).

269 IMF, “Jordan: 2022 Article IV Consultation and Fourth Review Under the Extended Arrangement Under the Extended Fund
Facility,” IMF Country Report No. 22/221, July 2022; “Jordan: Fifth Review Under the Extended Arrangement Under the
Extended Fund Facility,” IMF Country Report No. 23/49, January 2023.

270 |MF, “Jordan: Fifth Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
23/49, January 2023, p. 9.

271 IMF, “Jordan: Second Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
21/188, August 2021, p. 46.
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Moreover, even if the floor does represent an increase over previous years, that alone does
not speak to its adequacy given that, as noted by a June 2021 IMF review, “the budget
allocation for social assistance has been historically low compared to regional and global
peers.” 272 Despite this low baseline spending, as well as the backdrop of a pandemic,
inflation, and additional economic reforms that further raised the cost of living in ways that
can harm the rights of people in poverty, the program repeatedly expects immediate and
drastic cuts to the increase in spending in response to the pandemic. Reviews of the
program raise the floorin light of these challenges, but the initial targets could indicate

Fund impatience to drastically lower social spending.

When the program was first approved in August 2020, a time when much of the world was
still in the grips of the initial waves of the Covid-19 pandemic, the social spending floor for
2020 was set at 514 million JD ($725 million).273 It was revised upward to 804 million JD
during the first review, which was published in January 2021, to reflect higher spending as
part of the government’s Covid-19 response; actual spending was even higher at 883
million, of which 240 million JD went to cash transfers.274 In 2021, the floor was set for even
higher than that—943 million JD—to allow for an increase in health spending; actual
spending was 1,028 million JD, although spending on cash transfers decreased to 184
million.27s However, a review of the program published in July 2022 lowered the floor to 793
million JD, reflecting Fund eagerness for governments to begin to unwind Covid-19
spending.27¢ As with previous reviews, the floor was revised upward to 896 million JD.277
This represents a decrease of over 12 percent from actual spending the previous year

despite inflation reaching over 5 percent in 2022.

272 |MF, “Jordan: Fifth Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
23/49, January 2023, p. 45.

273 |MF, “Jordan: 2020 Article IV Consultation and Request for an Extended Arrangement Under the Extended Fund Facility,”
IMF Country Report No. 20/101, April 2020, p. 85.

274 |MF, “Jordan: First Review Under the Extended Fund Facility Arrangement,” IMF Country Report No. 21/11, January 2021, p.
79; “Jordan: Second Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
21/188, August 2021, pp. 28, 82.

275 IMF, “Jordan: Second Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
21/188, August 2021, p. 82; “Jordan: 2022 Article IV Consultation and Fourth Review Under the Extended Arrangement Under
the Extended Fund Facility,” IMF Country Report No. 22/221, July 2022, pp. 32, 110.

276 |MF, “Jordan: Third Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
22/4,)anuary 2022, p. 40. The same review notes that “significant reductions” in spending will come, inter alia, from
“unwinding Covid-related expenditure.” Ibid., p. 10.

277 IMF, “Jordan: Fifth Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
23/49, January 2023, p. 38.
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Social spending floor | Actual spending Of which:
cash transfers

2019 140

2020 514 to 804 (I rev) | 883 240

2021 943 1028 184

2022 793 (3™) to 890 (4™) | 1171 271 (projected 5%) to
to 896 (5%) 241 (prelim 6%)

2023 532 (5%) to 941 (6%) 261 (projected 5th)

to 249 (projected 6%)

In millions of JD

The fifth review, published in January 2023, even more aggressively attempted to bring
down social spending by lowering the floor to 532 million JD, which would represent a 40
percent decrease from the previous year’s floor.278 The sixth review, published in June
2023, made clear that this attempt was unsuccessful, and actual spending was higherin
2022 than the previous year, although actual spending on cash transfers was lower than
projected.z79 A new floor was set; far higher than the initial floor for 2023, but around 20
percent lower than actual spending the previous year. In the years ahead, spending on

cash transfers are projected to increase slightly to 280 million JD by 2028.28¢

The steep drop in the social spending floor—essentially returning it to pre-Covid-19
levels—and projected stagnant spending on cash transfers is at odds with the program’s
recognition of how Jordan’s social spending in general, and Takaful in particular, fall short.
As already noted, the first review called attention to Jordan’s low rates of social spending
relative to peer countries. Later program reviews explicitly link the removal of fuel
subsidies with investing in a strong safety net, while acknowledging that Takaful is
inadequate. For example, the fourth review calls Jordan’s safety net “very efficient in
reaching the most vulnerable citizens” but acknowledges that “the budget allocation for
social assistance has been historically low compared to regional and global peers, raising

the question of adequacy of the social safety net.”28 |t goes on:

278 |bid.

279 IMF, “Jordan: Sixth Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
23/240, June 2023, pp. 20 and 34.

280 |hid., p. 24.

281 MF, “Jordan: 2022 Article IV Consultation and Fourth Review Under the Extended Arrangement Under the Extended Fund
Facility,” IMF Country Report No. 22/221, July 2022, p. 74.
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While post-COVID, budgeted social spending is above previous levels, and
spending in categories monitored under the EFF program floor on social
spending has been increasing, there is scope for further improvement. As a
first step, given the persistently high unemployment, and high demand
(with over 400,000 households applying in the past six months), the newly
launched unified cash transfer program could be expanded well above the

current size of 120,000 families.282

In a similar vein, as part of the fifth review of the program, the government acknowledges

“unmet needs for social protection”:

We increased the number of families covered through the unified cash
assistance program reaching 120,000 families in 2022, although there are
unmet needs for social protection, consistent with the high rates of poverty

and unemployment.283

In this light, it is clear that dropping the social spending floor by 40 percent and projecting
relatively stagnant levels of cash transfers fails to address the need for an /ncreasein

spending to protect people’s rights from a relentless cascade of economic woes.

“I’m Dying of Hunger and I’m Not Getting Aid”

The story of Takaful is a testament both to the powerful impact the IMF can have when it
builds government social protection into its programs and the problems that ensue when
its vision of what is needed is overly narrow. After having largely overlooked social
protection in the first seven years of its IMF-driven economic and fiscal reform program,
Jordan’s eventual investment in building the infrastructure for a reliable cash transfer
program enabled it to quickly disburse funds once the pandemic hit. Many governments
that did not have such infrastructure in place were left unable to disburse funds at all or
were forced to rely on leaky systems rife with patronage and political interference.284 At the

same time, as recent IMF staff reports appear to acknowledge, Takaful is still a very limited

282 piq,

283 |MF, “Jordan: Fifth Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
23/49, January 2023, p. 56.
284 5ee, for example, Human Rights Watch, “We Are All Vulnerable Here.”
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program that has not done nearly enough to buffer people from the cost of the IMF’s

program adjustments.

The national poverty line in Jordan is set at 68 JD per month per household member and
the average household is around five people, although poorer families tend to be larger.28s
Importantly, this amount, which was set in 2010, is calculated based on expenditure rather
than income, so worsening of deprivation due to an increase in the cost of living may not
be fully reflected in the official poverty rate.28 The minimum wage is 260 JD per month,
which is 80 JD short of the poverty line for a family of five with a single breadwinner. Such
situations are common as only 13.2 percent of Jordanian women work, one of the world’s
lowest rates of female labor participation.28” To put this amount in perspective,
Abdelhamad, an employee at a coffee shop whose income had just been raised to 250 JD,
told Human Rights Watch that “it’s impossible for our expenses to be any less than 350
JDs.” He described his expenses for his family of two children: “My rent is 140 JD, my
phone, electricity, water bills and other expenses are 320 JD. Each month, we just trust in
Allah and hope we can cover our expenses. Some months my siblings abroad help out.”288

Yet his expenditures are well above the poverty line.

Of Jordan’s roughly 11 million citizens, 15.7 percent lived under the poverty line in 2018,
although some experts believe the real number even then was much higher.282 A change in
how Jordan calculates poverty in its Household Income and Expenditure Survey between

2011 and 2018 means it is not possible to compare poverty rates over this period, but an

285 NICEF, “Geographic Multidimensional Vulnerability Analysis — Jordan,” February 2020,
https://reliefweb.int/sites/reliefweb.int/files/resources/Summary%20English.pdf (accessed August 23, 2023), p. 5.

286 \\orld Bank, “Estimating Poverty with Panel Data, Comparably: An Example from Jordan,” policy research working paper,
July 2015,
https://openknowledge.worldbank.org/bitstream/handle/10986/22457/Estimatingopovooexampleofromojordan.pdf?sequ
ence=1&isAllowed=y (accessed August 23, 2023), p. 6.

287 UNICEF, “Geographic Multidimensional Vulnerability Analysis — Jordan,” February 2020, p. 88.

288 Hyman Rights Watch interview with Abdelhamad, Amman, September 10, 2022.

289 Based on 2018 HIES data. See “Jordan, April 2020,” World Bank Poverty & Equity Brief, April 2020,
https://databank.worldbank.org/data/download/poverty/33EF03BB-9722-4AE2-ABC7-
AA2972D68AFE/Global_POVEQ_JOR.pdf (accessed August 23, 2023). For a discussion on why Jordan’s official poverty rate
likely undercounts actual poverty, and on the impact of Covid-19 on poverty rates, see, Rula Odeh Alsawalqga, Amir Salameh
Al Qaralleh and Almothanna M. Al-Asasfeh, “The Threat of the COVID-19 Pandemic to Human Rights: Jordan as a Model,”
Journal of Human Rights and Social Work 7 (2022), accessed August 28, 2023, d0i:10.1007/541134-021-00203-y.
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independent analysis found an increase of 8 percentage points.29° Since the pandemic, the
official number has increased to around 24 percent.29t The 2015 Census found that
600,000 children in Jordan are multidimensionally poor.292 These numbers exclude the
large number of noncitizens living in Jordan, including 673,957 registered Syrian refugees,
around 500,000 Palestinians without Jordanian citizenship, and nearly one million migrant
workers.293 These groups are disproportionately poorer and are equally impacted by price
increases yet authorities actively exclude them from accessing Jordan’s safety net, instead
requiring that they rely on chronically underfunded international humanitarian agencies to
make up the difference.2o4 For example, the Office of the United Nations High
Commissioner for Refugees’ (UNHCR) $405.7 million budget for Jordan was only 59 percent
funded in 2021,25 and the United Nations Relief and Works Agency’s (UNRWA) $38 million
appeal forJordan in 2021 was only 53 percent funded.29¢ For Syrians and Palestinians,
support is available through UN agencies, although the funding tends to be irregular and
inadequate, subject to donor commitments. For migrant workers, there are no equivalent
support systems, and they are excluded from accessing Jordan’s safety net. Jordanian
women married to non-citizens or who have non-citizen children are also excluded from

some forms of support, and their husbands and children are entirely excluded.297

The economic hardship people face has multiple causes, including extremely low wages
and limited unemployment or disability benefits. Jordan’s minimum wage is based on a

monthly salary, effectively exempting hourly workers. Informal workers and day laborers—

299 \World Bank, “Poverty & Equity Brief: Jordan, April 2020,” accessed September 5, 2023,
https://databankfiles.worldbank.org/public/ddpext_download/poverty/33EF03BB-9722-4AE2-ABC7-
AA2972D68AFE/Global_POVEQ_JOR.pdf; Jameel Aljaloudi, “Increase The State Of Poverty In Jordan During The Period 2010-
2017,” SocioEconomic Challenges, 4(2020): 39-47, accessed September 5, 2023, doi:10.21272/sec.4(4).39-47-2020.

291 Maria Weldali, “Poverty rate of 24.1% requires policy change — experts,” Jordan Times, June 9, 2022.
292 UNICEF, “Geographic Multidimensional Vulnerability Analysis — Jordan,” February 2020.

293 “Workers at risk: Labour rights in Jordan during COVID-19,” Business & Human Rights Resource Centre briefing, February
23, 2021, https://www.business-humanrights.org/en/from-us/briefings/workers-at-risk-labour-rights-in-jordan-during-
covid-19/ (accessed August 23, 2023).

294 UNICEF, “Geographic Multidimensional Vulnerability Analysis — Jordan,” February 2020.

295 UNHCR, “Jordan: Financials,” webpage, accessed September 5, 2023,
https://reporting.unhcr.org/operational/operations/jordan?year=2021#toc-financials.

296 UNRWA, “annual operational report 2021,” accessed September 5, 2023,
https://www.unrwa.org/sites/default/files/content/resources/2021_aor_eng_-_sept_20-2022_1.pdf.

297 See, for example, rules around the removal of electricity subsidies: “2022 syaall 4L < 4 2307, webpage, accessed
September 5, 2023, https://emrc.gov.jo/Pages/viewpage?pagelD=368.
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who make up almost 60 percent of the total workforce—earn particularly low wages and

are not protected by minimum wage standards.298

Everyone Human Rights Watch spoke with described serious struggles due to rising prices,
including those who were able to benefit from Takaful. Many of these interviews were
conducted in October 2021, a time when the economic shock of the pandemic was acutely
felt but before global inflation, in part due to Russia’s 2022 invasion of Ukraine, greatly
exacerbated people’s financial challenges. Many had applied to Takaful but did not
receive any benefits despite dire need; most who had received support benefited from the
Covid-19 expansion which has since expired. People interviewed emphasized that the
sharp rise in prices began before the pandemic, although, as in many countries, it has
gotten much worse due to pandemic-related supply chain issues. Several people
specifically cited the removal of subsidies in 2018 and 2019 as the moment when their
economic hardship worsened, and a few specifically blamed international institutions or

the IMF for these reforms.

Most often, people singled out two issues when asked about the impact on their lives:
food and electricity. Many people described cutting down on the amount and type of food
they and their families eat, forgoing or drastically reducing animal protein because they
could no longer afford their usual quantities of meat, chicken, and fish. Many also
described being unable to afford their electricity bills, with many facing persistent power

cut-offs due to unpaid bills.

Moreover, everyone interviewed expressed confusion about the available aid programs. No
one was able to explain eligibility requirements, and many noted that they didn’t
understand why some people received benefits and others didn’t. Several described
receiving an error message from the online registration portal but not understanding the
reason for it or being denied support despite living in dire poverty. In some cases, they
believed their chances of receiving support were diminished because of an asset that did
not actually provide them with a means to support themselves; an old car or a fallow lot of
inherited land in the countryside, for example. The lack of clarity led some who were

denied benefits to express resentment at those who did get support. People who did

298 world Bank, “Diagnostic: Jordan,” jobs series issue no. 18, 2019,
https://documentsi.worldbank.org/curated/en/681161574097516931/pdf/Jobs-Diagnostic-Jordan.pdf (accessed August 23,
2023), p. 34.
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receive benefits were generally unsure how the amounts were calculated, or when,
how often, or for how long they would be disbursed. Several described receiving only
one or several irregular payments that do not appear to align with the rules of any cash

transfer program.

Food

Ibrahim lives with his wife and four children in Zarga, a town around 30 kilometers
northeast of Amman.299 In 2018, he lost his job working as an assistant to a pharmacist in
a hospital where he was paid 800 JD a month. But even before he was laid off, he said he
was struggling with price increases, even though he and his wife’s combined salary was
more than double the poverty rate for their family of six. His wife has a master’s degree in
educational psychology but was never appointed to a job as a teacher, one of many people
in Jordan who are university educated but unable to find jobs.3°° Instead, she relies on

part-time work and earns roughly 190 JD per month.

“Before 2011-12 it was sufficient. You could cover your basic expenses. After that it wasn’t
enough but you could ‘make do.’ Fuel went from 14 D for 20 liters to 24 JD,” Ibrahim
explained. Then the price of everything and especially food started to go up. The new sales

tax and increase in bread prices coincided with when he lost his job, devastating the family.

“Bread used to be 8 piasters. Even if | didn’t have anything, | could make a pot of tea and
buy 2 or 3 kilos of bread. It was enough for us to pass the last 10 days of the month. But
now it’s around 42 piasters and much worse quality, so | can’t keep it for a few days to

feed the family. It goes stale after one day.”

The pandemic made the situation much worse, Ibrahim said, but at least he was able to
receive benefits through Takaful’s expanded program (Takaful-2). Because it’s meant for
the working poor rather than the unemployed, he had to put a fictitious salary into the
system. In early 2021 he was selected to receive 160 JD per month. The payments, which

amounted to 154 JD after fees were deducted, arrived in his mobile e-wallet on March 29;

299 Human Rights Watch interview with Ibrahim, Zarga, October 16, 2021.

3901 2017, 23 percent of university graduates were unemployed. “Jesll s & =us”, December 2017, accessed September s,
2023, http://dosweb.dos.gov.jo/DataBank/EMP_Unemp_2017/EmpUnemp_2017Q3.pdf.
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May 3; July 5; and September 9.3°t The last payment noted that it covered July and August,
although it was the same amount as previous payments. He did not know when the

payments would end or when he would receive the next one.

And the money was far from enough to feed his family. “There’s no bread. We’re hungry.
It’s not enough. It costs 5D to get to Orange [to get the money] and if there’s traffic, 8-9 |D.
It’s not even enough for a week out of the month. The other day, | found my 12-year-old son
crying. | asked him why are you crying, at first he didn’t want to say, but | asked again and
he said I’'m hungry. | told him it is okay, we can go to the fridge and find something to eat.

We went to the fridge but there was nothing left.”

Others Human Rights Watch spoke with were going hungry because they had trouble
accessing Takaful-2. A day laborer in Marka, a poor neighborhood in East Amman, said he
had applied for support several times since Takaful was launched but was denied benefits
until the program was expanded to provide pandemic support. He was eligible to receive 270
JD per month, but he said he only received it for two months in April and May 2021, and then
the money suddenly stopped. He said he believes it’s because one of his nine children
registered with the social security office, although in a meeting with Human Rights Watch,
NAF said that this would not immediately cut beneficiaries off from support, since it permits
beneficiary households to stay on the benefit for a year in the event that a household
member becomes formally employed.3°2 “There’s no food. My wife is escaping to her family.
There’s no income at all.... It’s been a month since we’ve tasted chicken. The last time | had
meat was during Eid. Now we’re going to start eating kittens,” he said sarcastically to
describe his level of desperation. “I’m dying of hunger and I’m not getting aid.”3°3

Because most of the interviews were conducted a year and a half into the Covid-19
pandemic, its immediate impacts on income and prices dominated people’s accounts. But
nearly everyone emphasized that while “corona” made things much worse, the
deterioration in the economic situation began before then. Mohamad is a tailor who works
in al-Balad, the local term for downtown Amman, but he hasn’t had much work in recent

years. He said he received four disbursements of 130 D from the National Aid Fund in 2019

301 photos on file with Human Rights Watch.
302 | etter from National Aid Fund (NAF) to Human Rights Watch, May 29, 2023.
393 Human Rights Watch interview with day laborer, Marka, Amman, October 17, 2021.
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but since then he hasn’t received any support. “Since 2011 it’s been very bad, but corona
killed us,” he said. “For example, | used to eat chicken or meat every day, now | get it once

or twice a week if I’'m lucky.”304

A man selling vegetables from a cart in the streets of Marka echoed his account. “l can’t
afford meat. It started even before corona. Since corona it has gotten much much worse. |
have difficulty paying rent. | received a bread subsidy once, then nothing. It was 135 JD in
March 2020.” His wife took out a 500 JD loan to help with the increased cost of living and
paid it back with 275 JD interest. Separate Human Rights Watch research found that many
Jordanians rely on these loans, which have proliferated in the country in the last decade
with considerable support from the World Bank and other financial institutions ostensibly
as a means of empowering poor people, and particularly women, to pay for daily
expenses.3os They often charge exorbitant interest rates, and failure to pay for any reason

can lead to imprisonment.3°¢

Several supermarket clerks and vegetable sellers told Human Rights Watch that they have
noticed a precipitous drop in recent years of the amount of food people were able to buy,
and people have increasingly been requesting to buy on credit. A supermarket clerk in
Jabal al-Hadid, a neighborhood in East Amman, said that he had been working there for ten
years and noticed a change. “Everything is changed, even before corona.... People are
buying less. People used to buy without looking at prices — now they ask. If they used to
spend 20 JD buying their kids chocolate, now they spend 5. There’s an increase in the
number of people buying on credit, even before corona. People who don’t repay it’s very
clearthat it’s because they don’t have the money.” The pandemic has made the situation
much worse for people, he said. “If it weren’t for me and some friends who owned

supermarkets they would have nothing to eat and drink.”

Another supermarket clerk in Jabal al-Hadid had a similar account. “I’ve been selling for 14
years and prices have doubled multiple times. Ten years ago | would sell 1000-1500 JD per

day. Today if | sell 150 JD I’m grateful to God. There aren’t that many people coming to buy.

3%4 Human Rights Watch interview with Mohamad, Amman, Jordan, October 19, 2021.
395 Human Rights Watch, “We Lost Everything”.
396 |bid.
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So now my income is the worst it’s ever been, even from before corona, but it became

much worse since corona.”

Private charities have also been feeling the change, according to a woman who screens
applicants for an Islamic charity in Al-Quaismeh, another neighborhood in East Amman.
“Every year, the need for assistance has increased, but since corona it is much higher,”
she said. “Some people whose house we visited don’t have food to eat. You would be
surprised — people don’t have half a piaster for bread. When we distribute chicken, people

walk from the ends of the earth to get some.”

Day laborers in al-Ghor, an agricultural area near the Dead Sea, described how the price
increases and the pandemic dealt a devastating double blow to their families. Rahma, 32,
has six children and has been working in agriculture for 19 years. She earns 10 JD for
between seven and eight hours of work, and her husband, who is also an agricultural
worker, earns the same amount. She said she applied twice through the portal for
assistance, but didn’t get anything, even during the pandemic. “Even charities don’t give
us anything,” Rahma said. “We’re basically starving. There was a period of time when we
only had two bags of rice and we’d ration it. We spent four to five days during Covid

without bread. It costs 5 JD for a chicken for the week.”3o7

Rabia, 31, has two children and earns 5 D per five-hour shift. She said she has had to cut
back on groceries because of price increases. She applied for government assistance and
now receives 160 |D every three months, she said, but it’s “not enough at all.... We don’t
buy anything, not even olive oil. | don’t buy a lot of rice and sugar. Once a month, if that,

we get chicken or meat from my mother-in-law.”38

Bahia, 38, has four children and earns 6 JD per five-hour shift. She said she doesn’t receive
any assistance, possibly because her husband is employed by the military, which
disqualifies her from Takaful. “l used to be able to buy fruits, but now I can’t afford it

anymore. We only eat three chickens per month.”

397 Human Rights Interview with Rahma, Al-Ghor, Jordan, October 20, 2021. The names of most interviewees featured in this
report have been changed to protect their privacy.

398 Human Rights Interview with Rabia, Al-Ghor, Jordan, October 20, 2021.
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Tala, 35, just gave birth to her sixth child. She has been working since she was 16, she
said, and earns 5 JD per four-hour shift. Her husband was also a day laborer but was
injured on the job and can no longer work. “I have a one-and-a-half-month-old daughter....
My baby has been drinking chamomile tea for two days because | can’t afford milk,” Tala
told Human Rights Watch. “I can no longer buy fruits, or any prepared food. | used to get
chicken from [the charity] Tkiyet Um Ali but they cut me off to prioritize situations that are

even worse than mine. There’s no work and there’s no help coming.”39

Under international human rights law, everyone has the right to access sufficient and
adequate food needed to live a healthy and active life.3 To protect this right, governments
are obligated to enact policies and provide appropriate support to ensure that all people

can afford safe and nutritious food at all times.

Human Rights Watch was unable to find baseline data on food insecurity in Jordan prior to
2018, making it difficult to assess changes in food security over time, but a 2019 survey
UNICEF conducted of Takaful applicants found that many struggle to afford nutritious food.
According to the survey, one in three applicants have a borderline or low food
consumption score, a standard measure that weighs both the frequency and nutritional
value of food consumed in the previous seven days.3' It also found applicants were more
likely than the average Jordanian to rely on non-nutritional foods groups than on foods like
vegetables, dairy products, and eggs, indicating that “on top of the 34 percent of families
whose food consumption score is low or borderline, the average NAF Takaful applicant
family’s diet is not balanced.” Even more worrisome, the report found inconsistency
between survey responses and consumption patterns in one out of five respondents, with
most consuming less than they reported. According to the report, “this could hint at the
probability that at least 11 per cent of all families have a more severe food consumption

score, or they are more vulnerable to food insecurity than reported.”

399 Human Rights Interview with Tala, Al-Ghor, Jordan, October 20, 2021.

310 UN OHCHR, “The Right to Adequate Food,” fact sheet no. 34,
https://www.ohchr.org/sites/default/files/Documents/Publications/FactSheet34en.pdf.

311 UNICEF, “National Aid Fund Takaful Programme: Baseline Report,” July 2020,
https://naf.gov.jo/EBV4.0/Root_Storage/EN/EB_List_Page/NAF_EN_FINAL.pdf (accessed August 23, 2023).
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These stories illustrate the economic reality within which IMF-driven reforms occur. Rising
prices exacerbated pre-existing economic hardship and the limited support from highly
targeted social protection programs did not keep up. The expansion of emergency cash
transfers under Takaful to respond to the pandemic appears to have broadened its reach
to support many, although by no means all, people in need, but it was far from sufficient,

and it has already ended even though the economic impacts of the pandemic are ongoing.

Electricity

Electricity is indispensable to the enjoyment of human rights, particularly the right to an
adequate standard of living, and governments have an obligation to ensure that everyone
in their territory has access to electricity that is sufficient, reliable, safe, clean, accessible,
and affordable. Human Rights Watch has recognized that the right of everyone to an
adequate standard of living includes the right of everyone to electricity.3:2 The cost of
electricity in Jordan is unusually high and many of the people interviewed in October 2021
described spending a significant share of theirincome on electricity. However, the rates
they were paying were in fact cross-subsidized by a tariffimposed on some business
sectors meant to decrease costs for households. Under the ongoing IMF program, Jordan
reformed this cross-subsidized tariff structure and a new tariff structure went into effect in
April 2022. The impact of the new tariff structure on households depends on usage
amounts, with rates rising for some households and decreasing for others. The previous
system, which had different pricing for seven consumption bands, was replaced with three

bands under a new tariff structure for residential households:33

312 See, for example, Human Rights Watch, “Cut Off From Life Itself’: Lebanon’s Failure on the Right to Electricity, (New York:
Human Rights Watch, 2023), https://www.hrw.org/report/2023/03/09/cut-life-itself/lebanons-failure-right-electricity.
3137, “Reduced electricity tariff will take effect in first-third of 2022 — EMRC,” Jordan Times, August 15, 2021,
https://www.jordantimes.com/news/local/reduced-electricity-tariff-will-take-effect-first-third-2022-%E2%80%94-emrc
(accessed August 23, 2023).
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Change o o
0
Tariff through March 2022 As of Apr 2022 (excludes new 0
. Households
subsidy®)

Usage Fils** fils
1-160 kWh/Month 33 +17

50 58%
161-300 kWh/Month 72 -22
301-500 kWh/Month 86 +14

100 35%
501-600 kWh/Month 114 -14
601-750 kWh/Month 158 +42 6
751-1000 kWh/Month 188 200 +12 °
than 1000 kWh/Month 265 -65 1%

* a subsidy of 2-2.5 JD per month for usage below 600 kWh was announced alongside the tariff changes. See
below for details.

** 1 fils is equivalent to 1/1000 dinar.

Jordanian authorities have presented the change as a reduction in tariffs and as only
raising the rates on the wealthiest households, but the real picture is much more mixed.3
Under the new system, households using less than 160 kWh per month will see their rates
rise by 17 fils per kWh, while those using between 161 and 300 kWh per months will see
their rates fall by 22 fils per kWh. According to the Energy Ministry, 58 percent of
Jordanians use under 300 kWh/month, although it does not break it down further.3: The
same is true for the next band: 35 percent of households use between 300 and 600 kWh
per month; those who use between 301 and 500 kWh will see their rates rise by 14 fils per
kWh, while those who use between 501 and 600 will see their rates decrease by 14 fils. In
the same vein, the 6 percent of households who use between 600 and 1000 kWh per
month will see a moderate to steep rise in their tariffs, but households that use over 1,000
kWh per month—representing 1 percent of households and likely the wealthiest

Jordanians—will see the steepest decline in their rates: a drop of 65 fils per kWh.

Studies show that higher electricity usage usually correlates with higher income, which is
also reflected in how electricity usage rates are weighted in Takaful’s ranking system.
However, this masks a much more complicated reality. Poorer households tend to be

larger, rely on older, less efficient appliances, and be poorly insulated, making them more

314 |bid.
315 %2022 suaall 4l <l 48 jaill”,
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expensive to heat.31¢ As Jordan’s National Social Protection Strategy notes, “whereas a
third of the wealthiest decile are able to save on electricity bills thanks to owning solar
water heaters, less than 4% of the poorest decile have such cost- saving assets.”37 Nearly
all of the low-income households Human Rights Watch interviewed in 2021 cited electricity
bills indicating that they were using 500 to 600 kWh per month; well above the median

usage of 300 kWh per month.

Based on the assumption that low-income households consume less electricity,
government officials announced alongside the tariff changes a subsidy of 2.5 JD added to
the bills of Jordanian households consuming less than 200 kWh per month and 2 JD added
to households that use between 201 and 600 kWh.3:8 Because the subsidy would make up
for some or all of the increase, the government contends that 91 percent of Jordanian

households would see no increase or a reduction.

However, it is unclear how long this subsidy will be in place. Also, the wording of the IMF
loan agreement suggests that additional reforms may be anticipated.

In addition, most non-Jordanian citizens will not be eligible for the 2.5 and 2 |D subsidy,
nor are they eligible for social protection to cushion any price increases. As the second IMF
staff review of the loan program notes, they “instead have to rely on NGOs and
international charities to provide assistance.” While UNHCR is funding a program that
would provide six months of subsidy support to some Syrian refugees to help them cope
with electricity price increases, it is far from meeting the need.3®9In 2018, before the
economic ravages of the pandemic, more than 8o percent of Syrian refugees lived below

the Jordanian poverty line, and funding for organizations providing assistance to refugees

316 A Younis, A. Taki, and S. Bhattacharyya, “Sustainability issues in low-middle income apartments in urban Amman,
Jordan: heating devices and health concerns,” WIT, 2020,
https://www.witpress.com/Secure/elibrary/papers/GD17/GD17003FU1.pdf (accessed August 23, 2023); Hashemite Kingdom
of Jordan, “National Social Protection Strategy, 2019-2025.”

317 Hashemite Kingdom of Jordan, “National Social Protection Strategy, 2019-2025,” p. 14.

318 T “Reduced electricity tariff will take effect in first-third of 2022 — EMRC,” Jordan Times, August 15, 2021.

319 “35 G s i Y (e slieS pex ll li” accessed September 5, 2023,
https://alghad.com/35-%D8%A3%D9%84%D9%81-%D8%B7%D 9%84%D8%A8-%D8%AF%D8%B9%D9%85-%D9%83%D9
%87%D8%B1%D8%A8%D8%A7%D8%A1-%D9%85%D9%86-%D9%84%D8%A7%D8%AC%D8%A6%D9%8A%D9%86-%D8
0/oB30/0D9°/rJ88°/oD8°/oB21.0/0D9°/08A°/0D9°/08A°/c[)90/086/.
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has declined dramatically in recent years.32°A survey conducted by UNHCR in 2020 found
that refugees in Jordan spend about 30 percent of their income on water, electricity, and
gas bills, and another one conducted in mid-2021 found that 68 percent of Syrian refugees

in Jordan had seen theirincomes decrease since the beginning of the pandemic.32

The IMF acknowledged that tariff reform would need to be offset by increased investment

in social protection, but promoted a “well-targeted” program:

Measures under the plan—including elimination of large cross subsidies
and implementation of the new tariff-adjustment mechanism—should be
implemented as swiftly as possible, and complemented by a well-targeted
social protection scheme to safeguard low-income and vulnerable
households.32

This is in line with a 2017 study commissioned by UNICEF that projected the impact of
subsidy reform in Jordan and found “that the reform alone [that is, without cash transfers]
would further exacerbate poverty through increased consumer prices.”323

These reforms come at a time when a large number of Jordanians say they have
experienced an increase in their electricity bills even though the tariff has remained
unchanged.32 The reason for the increase is unclear, although some government officials

have acknowledged the complaints.325s Everyone with whom Human Rights Watch spoke

320 UNICEF, “Geographic Multidimensional Vulnerability Analysis — Jordan,” February 2020, p. 20; see also, “Funding crunch
forces WFP to scale back food assistance to Syrian refugees in Jordan,” World Food Programme news release, June 3, 2021,
https://www.wfp.org/news/funding-crunch-forces-wfp-scale-back-food-assistance-syrian-refugees-jordan, (accessed August
23, 2023).

321430 () s Y (e sl S peo il ill”, See also, “Funding crunch forces WFP to scale back food assistance to Syrian
refugees in Jordan,” World Food Programme news release, June 3, 2021.

322 “|MF Executive Board Completes Second Review Under the Extended Fund Facility for Jordan,” IMF news release, May 6,
2019, https://www.elibrary.imf.org/view/journals/002/2019/127/article-Aoo2-en.xml (accessed August 23, 2023).

323 John Cockburn, Véronique Robichaud, Luca Tiberti, “Energy Subsidy Reform and Poverty in Arab Countries: A Comparative
CGE-Microsimulation Analysis of Egypt and Jordan,” 7he Review of Income and Wealth 64 (2018): doi:10.1111/roiw.12309.

324 0sama Al Sharif, “Jordanians fuming over electricity bills, call for boycott,” Al-Monitor, February 14, 2020,
https://www.al-monitor.com/originals/2020/02/jordan-electricity-price-hikes-consumption-winter-
boycott.html#:~:text=Jordanians%20are%20fuming%2o00ver%20a,most%20and%2o0double%20for%20some (accessed
August 23, 2023).

325 )T, “House energy committee, stakeholders call for examining spike in electricity bills,” Jordan Times, January 29, 2020,
https://www.jordantimes.com/news/local/house-energy-committee-stakeholders-call-examining-spike-electricity-bills
(accessed August 23, 2023).
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described skyrocketing electricity bills in recent years, with nearly everyone struggling to
pay each month even when using the bare minimum number of appliances. Aiman
Albatayneh, an energy engineer and assistant professor at the German Jordanian
University who recently published a study on Jordan’s electricity sector, told Human Rights
Watch he believes the increase is due to climate change contributing to more hot and cold

extremes, leading people to purchase or rely more on air conditioning and heating.32¢

The cost of electricity consumed an enormous part of people’s income and they said they
were often simply unable to pay their bills. A 40 JD bill is roughly 15 percent of a minimum

monthly wage, and day laborers earn far less than that.

“l used to have an air conditioner, freezer, grill and the bill was 6 |D,” Ibrahim told Human
Rights Watch. “Now it’s around 35 JD...The air conditioner is broken and the whole house
has LED lights, a fridge, and a water cooler.” He said that in around 2019, the electricity
company cut off his electricity for six months because he couldn’t pay his bills. As noted,
the only assistance he has received was under the temporary Covid-19 expansion of
Takaful.32

Khaled, a driver, who is the only person in his family who is working after his father passed
away, said he saw his electricity bills double from 20 JD to 40 JD in recent years. He said he
didn’t apply for assistance because he never received a message about it and didn’t know
how to apply.328 Bassam has seven kids and his wife doesn’t work, but he was denied
support because he has a restaurant registered in his name although it has since closed
down. “The price of electricity increased three times over two years. | used to pay 15 JD,
now | pay 50. No air conditioner, just basic stuff. The water heater costs the most.” He
can’t pay his bills so he plays cat and mouse with the electric company. “We’re used to it.
They cut off electricity, they turn it off, we go beg for money, and get it turned back on. After

326 See also, Yating Li, William A. Pizer, and Libo Wu, “Climate change and residential electricity consumption in the Yangtze
River Delta, China,” PNAS research article, December 24, 2018, https://www.pnas.org/doi/10.1073/pnas.1804667115
(accessed September 5, 2023); and, US Environmental Protection Agency, “Climate Change Impacts on Energy,” webpage,
last updated May 19, 2023, https://www.epa.gov/climateimpacts/climate-change-impacts-
energy#:~:text=As%20the%2oclimate%2owarms%2C%20Americans,%2C%2omostly%2oelectricity%2C%20for%20cooling.
&text=This%20higher%2odemand%2owill%20also,blackouts%200r%200ther%2opower%2odisruptions.&text=A%20warm
ing%2oclimate%20also%2omeans,their%2ohomes%20in%20othe%2owinter.

327 Human Rights Watch interview with Ibrahim, Zarqa, Jordan, October 16, 2021.

328 Human Rights Watch interview with Khaled, Zarqa, Jordan, October 16, 2021.
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three months of not paying, it’s cut off. We sit in candlelight and don’t use food that

needs refrigeration.”329

Human Rights Watch visited the office of an electrical company in Marka that manages
shut-offs and a representative explained that “the rule is that after three months if an
unpaid bill is more than 100 JD, the administration asks us to cut off power.” He expressed
sympathy with such customers, noting that he is “one of them” but said after a while he is
left with no choice. “We cut off around 200 families per week. Usually they come pay and
we turn back on. Sometimes it’s longer. Sometimes it’s because they’ve left the house. But

sometimes it’s because they don’t have money and they sit in the dark.”

A vegetable sellerin Jabal al-Hadid said he is paid around 150 JD per month, although his
salary is supposed to be higher. His family receives around 125 JD through Takaful every
three months, although it still isn’t enough to manage rising electricity bills, along with

their other expenses.

“We have a hard time paying bills. Electricity is now 40-45 )D, sometimes for two to three

months we are unable to pay. They cut it and then we pay half and they turn it back on.”

People are turning to private charities to help them pay their electricity bills, a
representative from the charity in al-Quaissmeh told Human Rights Watch. There is “a
significant increase in the number of people who are bringing them their bills so their
electricity doesn’t get cut off. But they don’t fit our strict criteria so we can’t help them. The

situation is very difficult.”

While it is unclear what is driving these increases, it highlights the importance of adequate
social protection systems to address energy poverty, particularly ahead of reforms that can
affect affordability.

In Jordan, the Ministry of Social Development and the National Aid Fund developed a
scheme to install solar panels on poor households that are registered with the NAF, and to

whom specific conditions apply, to potentially offset price increases from the removal of

329 Human Rights Watch interview with Bassam, Amman, Jordan, October 17, 2021.
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cross-subsidies.3s° The program was beset with challenges, given the difficulties with
registration and application of conditionalities. According to media reports, over 2,000
households benefited from the program as of September 2020.33t In 2021, the program

was set to benefit an additional 7,000 families.

The Adequacy of Takaful

In some ways, Takaful marks an important advancement in Jordan’s social protection
system. Nearly everyone with whom Human Rights Watch spoke had heard of the program
and most had applied, although many encountered difficulties doing so. Many had
benefited from it or the National Aid Fund’s cash transfer program. An early report
conducted in July 2020 by UNICEF found that the program has reduced poverty rates
among beneficiary families by as much as 7 percent.332 Yet the interviews also surfaced the
limitations of a highly targeted social protection program, particularly as a means of

offsetting price increases that affect an entire population.

This report focuses primarily on limitations that arise from the scope of the program,
investigating its adequacy even if it works as intended. However, in reality targeting rarely
works as intended and is often beset by large inclusion and exclusion errors, administrative
hurdles, and other issues. The World Bank and others have promoted the data-intensive
algorithmic systems to select beneficiaries as a way of addressing these problems, but
separate Human Rights Watch research investigating the design and accessibility of Takaful
has found that many of these problems persist and some new ones are created.333 Many
people in Jordan do not qualify for cash transfers because their hardships do not fit the
targeting algorithm’s faulty model of poverty. But even if these problems were to be
resolved, the narrow scope of the program is inadequate to protect rights.

330 ‘et LAY Al e Ca sl Gull (e ¢ s 4 small (3530a saiia — 5204”, news vision, September 10, 2020,
https://royanews.tv/news/223952 (accessed September 5, 2023).

331 |bid.

332 UNICEF, “National Aid Fund Takaful Programme: Baseline Report,” July 2020, p. 12.

333 Human Rights Watch, Automated Neglect: How the World Bank’s Push to Allocate Cash Assistance Using Algorithms
Threatens Rights, (New York: Human Rights Watch, 2023), https://www.hrw.org/report/2023/06/13/automated-
neglect/how-world-banks-push-allocate-cash-assistance-using-algorithms.
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Categorical Exclusions

Only Jordanian citizens are eligible for Takaful, yet the country’s large refugee population
is also impacted by the price increases and is on average poorer than Jordanians, making
it harder for them to absorb the higher costs. As noted, planned electricity reforms in April
2022 would further drive up costs of electricity for non-citizens by removing all subsidies
forthem. Under international human rights law, governments may not discriminate against
non-citizens in the distribution of benefits. Over 8o percent of Syrian households in Jordan
were either food insecure or vulnerable to food insecurity in 2018, a period before both
significant price increases and the Covid-19 pandemic.33¢ Among non-Syrian refugees, 66

percent were food insecure or vulnerable to food insecurity.33s

The UNHCR and UNRWA, an agency that supports Palestinian refugees, cooperate with the
government to develop specific programs that provide assistance to Syrian and Palestinian
refugees to offset the cost of these price increases, but in reality, such programs are
capped in number and funding challenges have meant that the programs are often shut
down prematurely. A Syrian refugee who works in a supermarket in Marka told Human
Rights Watch that he doesn’t even get the money to which he is entitled. “l am entitled to
20 |D per month, but | don’t get it. They came for a visit and said in my situation | should,
but | still don’t. And they didn’t raise the amount with prices.”

A recent IMF review of the program appears to acknowledge these limitations, noting the
government’s decision to “fix bread prices until end-2023, given theirimportance to
mitigating the impact of high global food prices on the population and the inability of the

current social safety schemes to reach all vulnerable groups, including refugees.”s3¢

Moreover, unlike Jordanian men, Jordanian women are unable to pass along their

citizenship to their spouse or children.337 As a result, if a Jordanian woman who is married

334 UNICEF, “Geographic Multidimensional Vulnerability Analysis — Jordan,” February 2020, p. 108.

335 |bid., p. 104.

336 |MF, “|ordan: Fifth Review Under the Extended Arrangement Under the Extended Fund Facility,” IMF Country Report No.
23/49, January 2023, p. 8.

337 Human Rights Watch, “/Just Want Him to Live Like Other Jordanians: Treatment of Non-Citizen Children of Jordanian
Mothers, (New York: Human Rights Watch, 2018), https://www.hrw.org/report/2018/04/24/i-just-want-him-live-other-
jordanians/treatment-non-citizen-children-jordanian.
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to a foreigner applies to Takaful, if eligible, she will receive benefits as though she were a
one-person household, which is 40 JD per month.338

Scope of Coverage

Takaful was intended to provide cash assistance to 85,000 households; it has since been
expanded to provide 120,000 households with up to 136 JD per month. While an
improvement in Jordan’s safety net, it leaves the vast majority of families in poverty with
no support as they absorb the price increases associated with IMF-driven reforms. As
noted, some 2.7 million Jordanians—approximately 557,500 households, based on an
average household size of 4.8 people—currently live below the official poverty line, but
even this likely does not come close to capturing the true number of people who struggle
to realize their rights, particularly in the context of rising prices.

338 Human Rights Watch interview with NAF officials, Amman, Jordan, October 9, 2022.
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Practically speaking, this means that the targeting creates situations where people with
even trivial assets may not qualify for support. Many people complained that they believed
a car registered in their name pushed their ranking too high to receive benefit from the
program. NAF clarified that families with cars that are less than five years old are excluded
from the program, while the algorithm weighs cars older than five years old based on
factors such as the car’s value in determining the family’s poverty ranking.339 In other
words, families with older cars could be less likely to qualify for Takaful compared to
families without, all else being equal. But, as one person described his situation, owning a
caris not a reliable litmus test for need. He said: “Okay | have a car but | can’t always fill it
with fuel. There isn’t always electricity or water so sometimes | have to go work without
washing up.”34 A woman with two children whose husbhand is an agricultural worker
described how she was unable to send her son to school because she can’t afford the
transportation or cost of books. She cited the old car they sometimes use to transport

water and firewood as a possible factor in their exclusion from Takaful:

The car destroyed us. Look at it, it’s parked outside.... Sometimes we don’t
have the money to fill it up with diesel, so we walk to the street and wait for

someone to pass by and agree to pick us up.34

Other interviewees noted other assets they suspected led them to be rejected from the
program. A vegetable seller said he believed he was rejected because of a piece of land
he had inherited in the countryside. “We have to live in a tent for them to accept us,”

he complained.342

At the same time, because the program is intended for the working poor, people who do not
have any income are not eligible. There are some NAF programs that may provide them with

assistance, for example for older persons and orphans, but these cover only a small number

339 Human Rights Watch interview with NAF, Amman, Jordan, May 30, 2023.

340 HRW Interview with social activist and other men in al Burbaita, on January 17, 2023. For more on the need to transport
water by car, see “ilahlly dday i saly 8 diaill Al s laxdll b als =87, October 21, 2021, video clip, YouTube,
https://www.youtube.com/watch?v=RhJ4XEfkabs (accessed September 5, 2023).

341 Human Rights Watch interview with Mariam, Burbaita, Jordan, January 17, 2023.

342 Human Rights Watch interview, Amman, Jordan, October 17, 2021.
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of households and benefit amounts are typically very small.343 One person admitted to
Human Rights Watch that he fabricated a salary out of desperation, but this is a decision
fraught with risk. At the same time, several said they needed to artificially inflate their
salaries or reduce their expenses because the application does not accept expense figures
that generally exceed twenty percent of theirincome.344 But this does not reflect the reality of
their spending, people said, where they rely on a combination of income, one-off gifts from

family, and other ad hoc sources to make up for significant shortfalls.

Even if the program were expanded to cover everyone living under the poverty line it would
miss many families who are struggling since the poverty line is set so low. And research
has found that targeted programs that only cover those in poverty create a “missing
middle” effect, where the people near poverty are left worse off than those in poverty who
are supported by the program.34 In addition to leaving many people in need unsupported,

this fuels social tensions around the programs and erodes public support for them.

A UNICEF survey highlights the thin line that separates families who receive support from
those who don’t. While it found that Takaful beneficiaries relied most on negative coping
strategies to afford food, the difference between them and eligible non-beneficiaries (that
is, households under the poverty line but less poor than beneficiaries) and ineligible
applicant households (that is, applicant households above the poverty line) was marginal.
For example, 76 percent of beneficiary families said they reduced their numbers of meals
per day, while 71 percent of both eligible non-beneficiary families and ineligible families
said they did the same.346 Similarly, 79 percent of beneficiary families said they reduced
portion size, and the same was true for 76 percent of eligible non-beneficiary families and
70 percent of ineligible families.3#7 In other words, seven out of ten families who applied to
Takaful but are not eligible because they earn more than the poverty line said they reduce
the number of meals they eat and their portion sizes in order to afford food, but even if

343 In 2017, this assistance reached 91,804 households, out of a population of around 10 million. See, International Policy
Centre for Inclusive Growth, “The role of zakatin the provision of social protection: a comparison between Jordan, Palestine
and Sudan,” working paper number 168, May 2018,
https://ipcig.org/sites/default/files/pub/en/WP168_The_role_of_zakat_in_the_provision_of_social_protection.pdf, p. 13.
344 A NAF representative clarified that they’ve since introduced a margin of around 20 percent for expenditures to exceed
income.

345 Clement Joubert, “Not poor and not formal: Who are the ‘missed middle’ of social protection?”, post to “World Bank
Blogs” (blog), December 8, 2021.

346 UNICEF, “National Aid Fund Takaful Programme: Baseline Report,” July 2020, p. 55.

347 |bid.
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Takaful were expanded to include all households below the poverty line they would still

not qualify.

Moreover, these numbers don’t capture the impact on people who did not apply because
they did not believe they would qualify, yet still need to make painful cuts to their standard
of living due to rising prices. Samer, who owns a water shop that has been struggling due
to rising cost of living but still earns significantly more than the poverty line, said he
transferred his three kids to a cheaper school to save on tuition costs. “We stopped going
places because of the cost of fuel. We used to go out, eat out. Now everything is limited,”
he said. People like Samer who are impacted not only because the price of goods is higher
forthem but because people have less money to spend at their shops exemplify the “fiscal
multiplier effect” that the IMF blamed for why its optimistic predictions turned out to be
disastrously wrong following the Financial Recession. Notably, the IMF’s guidance note on
how to operationalize engagement on social spending in the wake of the pandemic
cautions staff that when making projections to assess the potential impact of it reforms,
they “should also be mindful of the positive impact of social spending on growth, via

potentially high fiscal multipliers.”348

At the same time, because Takaful provides a maximum disbursement of 136 JD per month,
it still leaves many struggling to meet their basic needs. Rabia, an agricultural worker with
four children, said she receives 160 JD every three months.349 “It’s not enough at all. We’re
trying to work very hard, but there are gaps,” she says. “We don’t buy anything, not even
olive oil. | don’t buy a lot of rice and sugar. Once a month, if that, we get chicken or meat

from my mother-in-law.”35°

Funding

IMF reforms are intended to be permanent but social protection programs need funding to

remain operable. There is always a risk of funding cuts, but research indicates that

348 |MF, “How to Operationalize IMF Engagement on Social Spending during and in the aftermath of the COVID-19 Crisis,”
September 14, 2020, https://www.imf.org/en/Publications/Fiscal-Affairs-Department-How-To-
Notes/Issues/2020/09/14/How-to-Operationalize-IMF-Engagement-on-Social-Spending-during-and-in-the-aftermath-of-the-
49718 (accessed August 23, 2023). p. 8.

349 At the time of the interview, the algorithm calculated the amount of the benefit based on several factors and
disbursements were made four times per year, although in practice many people said they received at irregular intervals.

359 Human Rights Watch interview with Rabia, Al Ghor, Jordan, October 20, 2021.

BANDAGE ON A BULLET WOUND 116



targeted programs are especially vulnerable since, by definition, they benefit a

constituency that is often the most politically disenfranchised.3s:

In Jordan, the risks of funding cuts may be especially high since funding for both the cash
transfers and operation of Takaful has largely depended on time-limited external funds. A
World Bank project provided funding for Takaful’s original $200 million three-year budget,
and UNICEF’s design and implementation of the program has been funded by various
donors. The expansion of the program during Covid-19 did rely on a combination of
government and donor funds, including from the World Bank, but this was a temporary

allocation.

In this context, it is especially worrisome that in 2020, prior to the pandemic and the
infusion of new emergency resources into Takaful, Jordan was on track to underfund the
program by at least a third. In 2020, the budget called for 65 million JD to support the
program, but, according to World Bank documents, “due to fiscal pressures, the
[Government of Jordan] was only able to allocate JOD 45 million to Takaful in 2020, leaving
a funding gap of JOD 20 million.” If authorities chose to cut the budget even when it was
funded by a World Bank project, it raises serious concerns about its commitment to
funding the program from the general budget, particularly given the fiscal pressures
generated by the pandemic. A former senior government official told Human Rights Watch
that “unless there is a shift in public spending, | don’t see [Takaful] being sustainable —

meanwhile populations are growing and unemployment is increasing.”

Social Protection is Not a Panacea

This report focuses on the limitations of excessively low social protection floors, which are
tied to highly targeted cash transfer programs, to offset the impacts of IMF-driven
adjustments for people on low incomes because that is the primary tool the IMF
emphasizes. However, social protection alone is not sufficient to make economies that

fulfill everyone’s economic and social rights.

35 See, for example, Jonah Gelbach and Lant Pritchett, “Is More for the Poor Less for the Poor? The Politics of Means-Tested
Targeting,” The B.E. Journal of Economic Analysis & Policy 2 (2002): doi:10.2202/1538-0653.1027. See also, Michael Hiltzik,
“Column: Democrats are talking about means-testing more social programs. What a terrible idea,” Los Angeles Times,
October 21, 2021, https://www.latimes.com/business/story/2021-10-21/democrats-means-testing-social-programs
(accessed August 23, 2023).
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Jordan has recognized some economic and social rights, such as the rights to education
and to work in its constitution.3s2 Its Comprehensive National Plan for Human Rights for
2016-25 includes a commitment to improving the rights to work, education and health but
very little has been implemented so far. Moreover, Jordanian laws do not specifically
recognize the right to social security or the right to electricity. Ahmad Awad, the head of
the Phenix Center, an independent organization promoting sustainable development,
emphasized the importance of labor protections, including a living minimum wage and
freedom of association, as critical for reducing poverty and inequality. As already noted,
Jordan’s minimum wage is far below a living wage and hourly wage-earners are excluded.
The law also imposes several restrictions on freedom of association.3s3 Yet few IMF

programs include reforms that strengthen labor protection.

The absence of any such reforms in IMF-driven programs is particularly stark in the case of
Jordan, where labor rights are sorely lacking. For instance, in 2022, the Global Sustainable
Development Report issued by the UN scored Jordan as o.5 of 1 in “fundamental labor
rights,” a decrease from 0.57 in 2014.35¢ More than 40 percent of workers are in the
informal economy, according to the Jordan Strategy Forum, making them particularly
vulnerable to abuse. Moreover, attacks on independent labor unions have only grown
throughout the last decade. For example, in July 2020, authorities outlawed and dissolved
the Jordan Teachers’ Syndicate, a union that represents 140,000 teachers, after it
campaigned to secure wage increases to which the government had committed in 2019
following a nationwide teachers’ strike.3ss Yet none of the IMF programs make reference to
freedom of association.

According to Ahmad Awad, this escalation in attacks is a culmination of four decades of
eroding labor rights in Jordan. “During the last 40 years, we have become more and more
unbalanced - the pressure on wages and freedom of association ha[s] increased,” he told

Human Rights Watch. There are more than 120 employer associations, but only 17

352 See, for example, The Constitution of The Hashemite Kingdom of Jordan, Art. 6 (ii).

353 Human Rights Watch, World Report 2023 (New York: Human Rights Watch, 2023), Jordan chapter,
https://www.hrw.org/world-report/2023/country-chapters/jordan.

354 Sustainable Development Report, Jordan Indicators, webpage,
https://dashboards.sdgindex.org/profiles/jordan/indicators (accessed August 23, 2023). See also, Laith Alajlouni,
“Rethinking the social protection system,” Jordan News, January 27, 2022, https://www.jordannews.jo/Section-
36/0pinion/Rethinking-the-social-protection-system-12368 (accessed August 23, 2023).

355 Ty Joplin, “Jordanian Teachers Union Leaves Behind Legacy of Wins,” Labor Notes, May 3, 2021,
https://labornotes.org/blogs/2021/05/learning-jordans-militant-teachers-union (accessed August 23, 2023).
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recognized workers’ unions, which are unified by law into a government federation that is
not governed by transparent or democratic principles. The Minister of Labor holds the
power to dissolve any union, which is especially problematic, Awad said, because labor
ministers are generally drawn from the business elite. “There is a revolving door between

the private sector and ministries, so no real division between the two.”

Mithkal Zinati, the head of a Farmer’s union with 850 members, said the government
rejected his union’s bid for recognition, and he is now appealing the decision. He
organizes farmworkers who are especially vulnerable to exploitation, in part because they
are not covered by Jordan’s minimum wage since it sets a monthly minimum which
effectively excludes hourly workers. In practice, farmworkers are paid 1.25 JD per hour, he
said, which itself is the result of workers organizing to increase the hourly wage from 1 JD.
At 1.25 per hour, even if workers worked 40 hours per week, their monthly income would
be 200 D, which is significantly less than the 260 JD minimum wage. But in reality, many
often struggle to find daily work. “The economic problems can’t be solved until there is the

ability to organize, which is under attack in this country,” Zinati said.3s¢

Rather than address these fundamental labor issues, the IMF’s program has focused on
increasing employment by reducing costs for businesses, including at the expense of
workers. The 2016 program included a structural benchmark that allowed certain employers
to reduce their social security contributions for “youth.” The 2020 program doubled down on

this approach and expanded the reform to include all start-up companies.

Labor protections are themselves but one aspect of a broader framework of policies
necessary for human rights-aligned economies, along with quality public services,
universal social protection, inclusive development policies, environmental protections,
and adequate regulation of the private sector, among others. If the IMF is serious about
building resilient, sustainable, and inclusive economies, it should begin with these

principles as it shapes its programs.

356 Human Rights Watch interview with Mithkal Zinati, Amman, October 16, 2021.
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IV. International Human Rights Standards

The International Covenant of Economic, Social and Cultural Rights (ICESCR) enshrines all
people’s rights to, among other rights, the highest attainable standard of health,
education, social protection, just and favorable conditions of work including a living wage,
and an adequate standard of living, which includes the rights to food, housing, and water.
Human Rights Watch has found that this right also includes a right to electricity. While the
full realization of these rights is expected to be realized progressively, the covenant

requires governments to immediately:

Take steps, individually and through international assistance and
cooperation, especially economic and technical, to the maximum of its
available resources, with a view to achieving progressively the full
realization of the rights recognized in the present Covenant by all
appropriate means, including particularly the adoption of legislative

measures.3s?

By setting limits on government spending and imposing economic and fiscal reforms, the
IMF plays an important role in shaping governments’ ability to fulfill their human rights
obligations, including with regard to the rights to social security and to an adequate
standard of living. As such, it has an obligation enable, and not to impede, governments
from being able to fulfill these obligations.3s8

The UN Committee on Economic, Social and Cultural Rights (CESCR), charged with
interpreting the ICESCR, notes that international financial institutions (IFls) “are obligated
to comply with human rights” and explicitly disagrees with the IMF’s position that its

Articles of Agreement preclude it from doing so.359 It explicitly rejects the IMF’s argument

357 Article 2(1), International Covenant on Economic, Social and Cultural Rights, adopted December 16, 1966, G.A. Res.
2200A (XXI).

358 The human rights obligations of international financial institutions are addressed in the CESCR’s July 2016 statement on
austerity and the Guiding Principles on Human Rights Impact Assessments of Economic Policy Reforms.

359 UN Committee on Economic, Social and Cultural Rights, “Public debt, austerity measures and the International Covenant
on Economic, Social and Cultural Rights,” statement, U.N. Doc. E/C. 12/2016/1 (2016).
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that applying international human rights law would be inconsistent with its Articles

of Agreement:

In discharging their duty to comply with human rights under international
law, international institutions are not exercising powers that they do not
have, nor are they taking into account considerations they would be
obliged to ignore based on their statutes; rather, it is in the exercise of the
powers that have been delegated to them by their member States that they
should refrain from adopting measures that would result in human rights

violations.360

The covenant also obligates ratifying governments, where needed, to facilitate
“international assistance and coordination” to protect economic, social and cultural
rights. Particularly in situations of economic crisis, humanitarian aid and debt relief,
technical cooperation, and international concerted action are often critical to enabling

governments to adequately respond to protect rights.36!

Austerity and Human Rights

How lenders and governments respond to economic crises has enormous impacts on
rights in both the short and long term. As the CESCR notes in General Comment 4:

[TIhe obligations under the Covenant continue to apply and are perhaps
even more pertinent during times of economic contraction. It would thus
appear to the Committee that a general decline in living and housing
conditions, directly attributable to policy and legislative decisions by
States parties, and in the absence of accompanying compensatory

measures, would be inconsistent with the obligations under the Covenant.

Numerous human rights bodies and experts have especially emphasized the risks that

austerity poses to the enjoyment of human rights. In 2013, the UN Office of the High

360 YN Committee on Economic, Social and Cultural Rights, “Public debt, austerity measures and the International Covenant
on Economic, Social and Cultural Rights,” statement, U.N. Doc. E/C. 12/2016/1 (2016).

361 See CESCR, General Comment No. 2, International technical assistance measures, U.N. Doc. E/1990/23; and CESCR,
General Comment No. 4, The Right to Adequate Housing, U.N. Doc. E/1992/23.
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Commissioner for Human Rights (OHCHR) issued a report pursuant to a UN General
Assembly resolution that found that the implementation of austerity following the 2008
Financial Recession, often as the result of IMF conditionalities, delayed recovery in many
countries and that “the ability of individuals to exercise their human rights, and that of
States to fulfil their obligations to protect those rights, has been diminished.”3é2 It noted
both the direct impact of spending cuts on people who rely on publicly supported goods
and services, such as health, education, and social protection, as well as the indirect

impacts of austerity, such as on employment.363

These impacts fall disproportionately on women, migrants, and older persons, the report
found, because they are often in more precarious work and are especially vulnerable to
decreases in wages.3%4 Human rights organizations, including Human Rights Watch,
Amnesty International, and the Center for Economic and Social Rights, have documented
the human rights impacts of austerity, as have many other research groups, such as

Oxfam, academics, and other research institutions.36s

While international human rights law recognizes that public spending cuts may in certain

situations be necessary, there are strict rules for when and how these may be pursued to

362 YN OHCHR, “Report on austerity measures and economic and social rights,” 2012,
https://www.ohchr.org/sites/default/files/Documents/Issues/Development/RightsCrisis/E-2013-82_en.pdf (accessed
August 23, 2023).

363 |bid., pp. 16-17.

364 |bid., pp. 21-24.

365 Human Rights Watch, Nothing Left in the Cupboards: Austerity, Welfare Cuts, and the Right to Food in the UK, (New York:
Human Rights Watch, 2019), https://www.hrw.org/report/2019/05/20/nothing-left-cupboards/austerity-welfare-cuts-and-
right-food-uk; “We Can’t Live Like This”: Spain’s Failure to Protect Rights Amid Rising Pandemic-Linked Poverty, (New York:
Human Rights Watch, 2022), https://www.hrw.org/report/2022/07/14/we-cant-live/spains-failure-protect-rights-amid-
rising-pandemic-linked-poverty; “We Deserve to Have a Place to Live”: How US Underfunding Public Housing Harms Rights in
New York, New Mexico, and Beyond, (New York: Human Rights Watch, 2022), https://www.hrw.org/report/2022/09/27/we-
deserve-have-place-live/how-us-underfunding-public-housing-harms-rights-new; “/ Want Us to Live Like Humans Again”:
Families in Temporary Accommodation in London, UK, (New York: Human Rights Watch, 2022),
https://www.hrw.org/report/2022/07/14/we-cant-live/spains-failure-protect-rights-amid-rising-pandemic-linked-poverty;
Amnesty International, “Report 2017-18: The state of the world’s human rights,” London, February 22, 2018,
https://www.amnesty.org/en/documents/polio/6700/2018/en/ (accessed August 23, 2023); Center for Economic and
Social Rights, “Austerity,” webpage, https://www.cesr.org/tag/austerity/; Oxfam, “A Cautionary Tale: The True cost of
austerity and inequality in Europe,” September 12, 2013,
https://oxfamilibrary.openrepository.com/handle/10546/301384#:~:text=European%2oausterity%2oprogrammes%2ohave
%20dismantled%2othe%20mechanisms%2othat,in%20poverty%20by%202025%20if%20austerity%20measures%2oconti
nue (accessed August 23, 2023); Oxfam, “First Crisis, Then Catastrophe,” April 12, 2022,
https://www.oxfamamerica.org/explore/research-publications/first-crisis-then-catastrophe/ (accessed August 23, 2023);
Oxfam, “Adding Fuel to Fire,” August 11, 2021,
https://oxfamilibrary.openrepository.com/bitstream/handle/10546/621210/bp-covid-loans-imf-austerity-110821-
en.pdf?sequence=1 (accessed August 23, 2023).
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ensure that they avoid harming human rights, including that they “demonstrate that all
other alternatives have been exhausted, and provide safeguards to protect human rights,
particularly the rights of the most vulnerable.”3¢¢ Austerity measures must also be
temporary, necessary, proportionate, respectful of minimum core human rights
obligations, and non-discriminatory. To ensure these conditions are met, states are
expected to submit prospective polices to the public for broad scrutiny and inclusive

consultation, particularly by those most likely to be affected.

The report’s guidance became the basis for a CESCR statement, published in July 2016,
that reiterates the strict conditions set out in the OHCHR report, as well as financial
lenders’ international human rights obligation to ensure that conditionalities do not cause
governments to violate their respective rights obligations.367 To that end, it obligates both
lenders and governments to conduct human rights impact assessments “prior to the
provision of the loan, in order to ensure that the conditionalities do not disproportionately
affect economic, social and cultural rights nor lead to discrimination.”38 The statement
builds on two sets of guiding principles related to human rights and economic policy
considerations, both adopted by the UN Human Rights Council in 2011.369 The first, on
foreign debt, sets out a process for creditors, lenders, and states to ensure that debt
servicing does not come at the expense of human rights. Recognizing the burden debt
places on governments’ ability to invest in rights, including due to austerity measures, it
calls for debt restructuring and relief where appropriate to alleviate the burden, and on
financial institutions not to impose conditions that negatively impact human rights. The
second, on extreme poverty, enumerates how states and financial institutions must pursue
economic policies that reduce poverty and progressively realize economic and social
rights. For example, “Fiscal policies, including in relation to revenue collection, budget

allocations and expenditure, must comply with human rights standards and principles, in

366 UN OHCHR, “Report on austerity measures and economic and social rights,” 2012, p. 25.

367 UN Committee on Economic, Social and Cultural Rights, “Public debt, austerity measures and the International Covenant
on Economic, Social and Cultural Rights,” statement, U.N. Doc. E/C. 12/2016/1 (2016).

368 |hid., para. 11.

369 UN Human Rights Council, Report of the Independent Expert on the effects of foreign debt and other related international
financial obligations of States on the full enjoyment of all human rights, particularly economic, social and cultural rights,
“Guiding principles on foreign debt and human rights,” U.N. Doc. A/HRC/20/23, April 10, 2011; and UN Human Rights
Council, Report of the Special Rapporteur on extreme poverty and human rights, “Final draft of the guiding principles on
extreme poverty and human rights,” U.N. Doc. A/HRC/21/39, July 18, 2012. The Human Rights Council is a body within the
United Nations system made up of 47 States with a mandate discuss thematic human rights issues and situation.
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particular equality and non-discrimination.” Both sets of guiding principles require states
and financial institutions to undertake human rights impact assessments and engage in
transparent and credible public dialogue to ensure policy choices are in line with human

rights obligations.

In March 2019, the Human Rights Council adopted a third set of principles to guide states
and financial institutions in their response to economic crises, developed by Juan Pablo
Bohoslavsky, the UN Independent Expert on the effects of foreign debt and other related
international financial obligations of States on the full enjoyment of human rights,
particularly economic, social and cultural rights. These principles are intended to provide
lenders and governments with a framework for responding to economic crises in ways that
protect and advance rights in both the short and long term: “Above all, Governments must
ensure that measures putin place serve to pursue economic recovery for the benefit of the

whole population, instead of only a few.”s7°

To achieve this, governments and lenders are expected to conduct human rights impact
assessments “that demonstrate that their proposed economic reform measures will
realize, not undermine” human rights.37? The assessments, which should be conducted in
a transparent, participatory process and then published, should identify and address any

human rights harms stemming from their policy choices.

In assessing possible policy choices, states must consider several things. First, economic
reforms must not be discriminatory. To prevent discriminatory impacts, the assessments
“should seek to identify and address the potential and cumulative impacts of measures on
specific individuals and groups and protect them from such impacts.”372 Discriminatory
impacts on women are of particular concern, and reforms should not only prevent such
discrimination but affirmatively “promote substantive and transformative gender

equality.”s73 The principles caution that:

379 UN Human Rights Council, Report of the Independent Expert on the effects of foreign debt on human rights, “Guiding
principles on human rights impact assessments of economic reforms,” December 19, 2018, A/HRC/40/57,
https://documents-dds-ny.un.org/doc/UNDOC/GEN/G18/443/52/PDF/G1844352.pdf?OpenElement, para. 4.

371 |bid., Principle 3.
372 |bid., Principle 7.
373 |bid., Principle 8.
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Economic reforms which encourage, among other things, labour market
flexibilization, reductions in the coverage of social protection benefits and
services, cuts to public sector jobs and the privatization of services tend to

have a negative impact on women's enjoyment of human rights.374

They also note that disenfranchised and marginalized groups are often disproportionately
impacted by certain economic reforms and “[d]irect, indirect, multiple and intersectional

discrimination... needs to be carefully assessed and prevented.”37s

Second, how states generate and allocate resources is key to effectively responding to an
economic crisis in ways that protect, respect, and fulfill rights. Under the guiding
principles, states must not only use existing resources, but also “generate potential
resources in a sustainable way,” including through seeking international aid and
assistance, tackling tax evasion, and raising taxes in a progressive manner. Other human
rights bodies have also found fiscal policy, in particular raising taxes progressively, to be
essential to states’ ability to fulfill their human rights obligations. For example, the CESCR
notes in General Comment 24 that:

The obligation to fulfil requires States parties to take necessary steps, to
the maximum of their available resources, to facilitate and promote the
enjoyment of Covenant rights, and, in certain cases, to directly provide
goods and services essential to such enjoyment. Discharging such duties
may require the mobilization of resources by the State, including by

enforcing progressive taxation schemes.37¢

Third, any measures that would result in retrogression—such as an increase in prices or
decrease in support or wages that hurts the ability of people on low incomes to enjoy their
rights—is “considered a prima facie violation” of rights, and is only permissible if there are

no other policy alternatives that would be less harmful to rights.377 In considering options,

374 |bid., Principle 8.2.
375 |bid., Principle 7.
376 CESCR, General Comment No. 24, on State obligations under the ICESCR in the context of business activities, U.N. Doc.

E/C.12/GC/24 (2017). See also CESCR, “Concluding Observation on the sixth periodic report of the United Kingdom,” U.N.
Doc. E/C.12/GBR/CO/6 (2016).

377 |bid., Principle 10.
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the guidelines note that states should utilize economic, fiscal, monetary, and social
policies to avoid austerity. In particular, they note the important role of counter-cyclical
spending: “Fiscal policy also has a clear and well-documented effect on economic growth:
while pro-cyclical contractionary fiscal policy reduces economic growth, expansionary
fiscal policy during downturns increases growth.”

Where governments are able to demonstrate they are unable to avoid measures that lead
to retrogression, such measures must be temporary, proportionate, non-discriminatory,
and protect the minimum core obligations of economic and social rights. They also must
be based on transparency and the genuine participation of affected groups and subject to
meaningful review and accountability procedures, including human rights impact
assessments. This is consistent with the position of other human rights bodies and

experts, including the CESCR’s July 2016 statement on austerity and human rights.

Bohoslavsky published an article in Columbia Law School’s Human Rights Law Reviewin
2021 making the case that there is “a solid legal basis to make the case for a prima facie
inconsistency between the imposition of austerity policies in times of recession and the
enjoyment of human rights,” and that “international financial institutions may be held
responsible for complicity in the imposition of economic reforms that violate human
rights.”378 In October 2020, Human Rights Watch joined a call by 504 civil society
organizations that called on the fund to “immediately stop promoting austerity around the
world, and instead advocate policies that advance gender justice, reduce inequality, and
decisively put people and planet first.”s79

This report finds the IMF is not adequately exploring alternative options to austerity
measures that harm rights. Moreover, it does not adequately justify the reliance on these
measures or assess their rights impact on people on low incomes, including women and
marginalized groups. While the lack of information and other factors prevents a proper
analysis of whether social spending floors adequately mitigate such impacts in all cases,
IMF guidance and practices, particularly with regard to targeting, as well as evidence from

Jordan, raise serious concerns that they do not.

378 Jyan Pablo Bohoslavsky, “Complicity of International Financial Institutions in Violation of Human Rights in the Context of
Economic Reforms,” Columbia Human Rights Law Review 52 (2020): accessed September 5, 2023, doi:10.7916/dgbz-1922.

379 “IMF: Adopt Policies to Reduce Inequality,” Human Rights Watch news release, October 6, 2020,
https://www.hrw.org/news/2020/10/06/imf-adopt-policies-reduce-inequality.
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Right to Social Security

Both “social protection” and “social security” describe a range of policies and programs
premised on the principle that everyone should enjoy all their economic, social and
cultural rights at all stages of their lives, no matter the circumstances into which they are

born or the crises or challenges they may face.

While the term “social protection” has become popular within parts of the United Nations
and some international development organizations, there is no uniformly accepted
definition for what it entails, whereas the term “social security” is clearly described in
international human rights law as a set of individual entitlements that protect against
income insecurity throughout people’s lives, including during common life events, such as

older age, unemployment, sickness, or birthing and caring for dependents.

Article 22 of the Universal Declaration of Human Rights of 1948, for example, spells out the

essential elements of the right:

Everyone, as a member of society, has the right to social security and is
entitled to realization, through national effort and international co-
operation and in accordance with the organization and resources of each
State, of the economic, social and cultural rights indispensable for his

dignity and the free development of his personality.38

Since then, the right to social security has been widely enshrined in countries’ national
constitutions and reinforced through a range of other international conventions and
frameworks, including the ICESCR.38 The CESCR for example, defines this right to
encompass at least nine areas of support: health care; sickness; older age;
unemployment; employment injury; family and child support; maternity; disability; and

survivors and orphans following the death of a breadwinner.382

380 Art. 22, Universal Declaration of Human Rights (UDHR), adopted December 10, 1948, G.A. Res. 217 A,
https://www.un.org/en/about-us/universal-declaration-of-human-rights.

381 5ee, ILO, “The Right to Social Security in the Constitutions of the World: Broadening the moral and legal space for social
justice,” Global Study Vol. 1, September 2, 2016, https://www.ilo.org/global/standards/subjects-covered-by-international-
labour-standards/social-security/WCMS_518153/lang--en/index.htm; International Covenant on Economic, Social and
Cultural Rights (ICESCR), adopted December 16, 1966, G.A. Res. 2200A (XXI), https://www.ohchr.org/en/instruments-
mechanisms/instruments/international-covenant-economic-social-and-cultural-rights.

382 CESCR, General Comment No. 19, The Right to Social Security, (Art. 9 of the Covenant), U.N. Doc. E/C. 12/GC/19 (2008).
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States that are parties to the ICESCR assume the obligations to respect, protect, and fulfill
the right to social security along each of these areas of support, including by making these
programs available, accessible, acceptable, and adaptable.383 This also requires providing

benefits, whether in cash orin kind, that are adequate in both amount and duration.

As with all other human rights, governments need also to realize the right to social security
without discrimination on the grounds of gender, age, disability, race, nationality or
immigration, or other status. This means that countries should be careful to ensure that
the design and operation of social security systems do not directly or indirectly
discriminate against anyone, such as through language or technology barriers that can
cause de facto exclusion or negative treatment. As with other human rights, the right to
social security should be enshrined in domestic law, and give victims of violations an
effective remedy.

More recent international human rights law instruments recognize a right to social
protection, in addition to and as distinct from, the right to social security. For example, a
recent protocol to the African Charter on Human and Peoples’ Rights enshrines both rights
separately.38: According to the Protocol, social security protects against income insecurity
caused by events such as unemployment, sickness, or maternity. And social protection
encompasses all forms of social security while also including strategies and programs that

help ensure a minimum standard of livelihood, health services, and care.

In this sense, social protection corresponds to a set of policies and programs that
governments need to put in place to fulfill their obligations to realize a range of economic,
social and cultural rights under all circumstances, such as the rights to education, health,
and an adequate standard of living, which includes the rights to food, housing, water, and
sanitation, among others.

383 YN Office of the High Commissioner for Human Rights, “Status of Ratification Interactive Dashboard,” webpage,
https://indicators.ohchr.org/ (accessed August 23, 2023); Committee on Economic, Social and Cultural Rights, “The
Maastricht Guidelines on Violations of Economic, Social and Cultural Rights,” 2000, U.N. Doc. E/C.12/2000/13; Right to
Education Initiative, “Primer No. 3: Human Rights Obligations: Making Education Available, Accessible, Acceptable and
Adaptable, 2001, https://www.right-to-education.org/sites/right-to-education.org/files/resource-
attachments/Tomasevski_Primer%203.pdf (accessed August 23, 2023).

384 African Union, “Protocol to the African Charter on Human and Peoples’ Rights on the Rights of Citizens to Social
Protection and Social Security,” adopted on February 6, 2022, https://au.int/sites/default/files/treaties/42736-treaty-
PROTOCOL_TO_THE_AFCHPR_ON_THE_RIGHTS_ON_CITIZEN_TO_SOCIAL_PROTECTION_AND_SECURITY_E.pdf.
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Similarly, the concept of the “social protection floor,” developed by the CESCR and the ILO,

draws from the human right to social security, comprising at least four social security

guarantees:38s

1.

Access to a nationally defined set of goods and services, constituting essential
health care, including maternity care, that meets the criteria of availability,
accessibility, acceptability, and quality;

Basic income security for children, at least at a nationally defined minimum
level, providing access to nutrition, education, care, and any other necessary
goods and services;

Basic income security during people’s working life, at least at a nationally
defined minimum level, for people who, including due to social and attitudinal
barriers, are unable to earn sufficient income, or have extra living costs in
particular in cases of sickness, unemployment, maternity, and disability; and,
Basic income security, at least at a nationally defined minimum level, for older

people.

Right to an Adequate Standard of Living

Food

The Universal Declaration of Human Rights (UDHR), places the right to food within the

broader concept of a “right to an adequate standard of living”:

Everyone has the right to a standard of living adequate for the health and

well-being of himself and of his family, including food, clothing, housing

and medical care and necessary social services, and the right to security in

the event of unemployment, sickness, disability, widowhood, old age or

other lack of livelihood in circumstances beyond his control.386

The International Covenant on Economic and Social Rights is the fundamental

international treaty governing socioeconomic rights. Article 11 of the ICESCR sets out the

concept of an “adequate standard of living”:

385 Statement by the Committee on Economic, Social and Cultural Rights, “Social protection floors: an essential element of
the right to social security and of the sustainable development goals,” April 15, 2015, U.N. Doc. E/C.12/2015/1.

386 Art. 25, Universal Declaration of Human Rights (UDHR), adopted December 10, 1948, G.A. Res. 217 A.
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The States Parties to the present Covenant recognize the right of everyone
to an adequate standard of living for himself and his family, including
adequate food, clothing and housing, and to the continuous improvement
of living conditions. The States Parties will take appropriate steps to ensure
the realization of this right, recognizing to this effect the essential

importance of international co-operation based on free consent.387

The ICESCR specifically obliges states to ensure “the fundamental right of everyone to be
free from hunger”, including through measures such as specific programs on food
“production, conservation and distribution”.388

The UN Committee on Economic, Social and Cultural Rights (CESCR)—the body of
independent experts established to monitor the implementation by states of the ICESCR
and to provide authoritative interpretation of the specific rights in the covenant—has also
offered its guidance setting out what the “right to food” within the ICESCR means and
clarifying what duties states have. According to the CESCR:

The right to adequate food is realized when every man, woman and child,
alone or in community with others, have physical and economic access at
all times to adequate food or means for its procurement. The right to
adequate food shall therefore not be interpreted in a narrow or restrictive
sense which equates it with a minimum package of calories, proteins and
other specific nutrients.389

The core content of the right to adequate food implies:
The availability of food in a quantity and quality sufficient to satisfy the

dietary needs of individuals, free from adverse substances, and

acceptable within a given culture; The accessibility of such food in ways

387 Art. 11(1), ICESCR, adopted December 16, 1966, G.A. Res. 2200A (XXI).
388 Art, 11(2), ICESCR.

389 CESCR, “General Comment 12: The Right to Adequate Food,” May 12, 1999, para. 6.
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that are sustainable and that do not interfere with the enjoyment of other
human rights.3s°

The CESCR also sets out clearly how the right to food is inextricably linked to the broader
requirement of states to eradicate poverty in order to ensure everyone can enjoy all their
human rights:

... the right to adequate food is indivisibly linked to the inherent dignity of
the human person and is indispensable for the fulfilment of other human
rights enshrined in the International Bill of Human Rights. It is also
inseparable from social justice, requiring the adoption of appropriate
economic, environmental and social policies, at both the national and
international levels, oriented to the eradication of poverty and the
fulfilment of all human rights for all.39

The current United Nations Special Rapporteur on the right to food defines the right as “the
right to have regular, permanent and unrestricted access, either directly or by means of
financial purchases, to quantitatively and qualitatively adequate and sufficient food
corresponding to the cultural traditions of the people to which the consumer belongs, and
which ensure a physical and mental, individual and collective, fulfilling and dignified life
free of fear.”39

The Office of the High Commissioner of Human Rights has further emphasized that:

“The right to food is not a right to be fed, but primarily the right to feed oneself in dignity....
The right to food requires States to provide an enabling environment in which people can
use their full potential to produce or procure adequate food for themselves and their

families.”393

390 |bid., para. 8.
391 |bid., para. 4.

392 YN Office of the High Commissioner of Human Rights, Special Rapporteur on the Right to Food (website),
https://www.ohchr.org/EN/Issues/Food/Pages/FoodIndex.aspx (accessed August 23, 2023).

393 Office of the UN High Commissioner for Human Rights, “The Right to Adequate Food,” Fact Sheet 34, 2010, 3-4,
http://www.ohchr.org/Documents/Publications/FactSheet34en.pdf.
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The Convention on the Rights of Persons with Disabilities (CRPD) establishes the right to
an adequate standard of living in similar terms as the treaties discussed above, however it
adds new content and a specific disability focus to this right. CRPD article 28.1
underscores that people with disabilities have a right to an adequate standard of living for
themselves and their families, “including food, clothing and housing, and to the
continuous improvement of living conditions.”394 The CRPD obliges states to take steps to
safeguard and promote the realization of equal access to water services and to appropriate
and affordable services, devices, and other forms of assistance that are needed because
of a disability as well as access to social protection and poverty reduction programs. These

programs are especially important for women and girls.39

Electricity

Human Rights Watch recognizes that the internationally protected right to an adequate
standard of living includes the right of everyone, without discrimination, to sufficient,
reliable, safe, clean, accessible, and affordable electricity. Access to electricity is critical to
ensuring other basic rights, including but not limited to the rights to health, housing,

water, sanitation, and education.

States, as well as de facto authorities and occupying powers, have a duty to ensure that
everyone in their territory or jurisdiction has access to electricity. This means ensuring
adequate and sustainable electricity generation, supply networks, and international

cooperation to ensure reliable electricity access for everyone.

States should take all necessary action to ensure everyone’s access to energy is met
through renewable supplies of electricity, and pursue through laws, policies and other
measures, practices that minimize the impact on the environment and human rights of

electricity production, supply, and use.

394 |bid.
395 |bid.
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Bandage on a Bullet Wound
IMF Social Spending Floors and the Covid-19 Pandemic

At the outset of the Covid-19 pandemic, the International Monetary Fund (IMF) committed to supporting economic responses that
address inequality, among other deep-seated economic problems. Between March 2020 and March 2023, it approved loan programs
to 38 countries with a total population of 1.1 billion people. This report finds these programs largely continue austerity measures that
pose grave risks to human rights, while failing to adequately assess the impacts of these policies. The IMF has said it is addressing
such impacts through “mitigation measures” in the form of minimum floors on social spending and some efforts to improve social
protection. But these are flawed and inadequate. An illustrative case study of Jordan, where a series of IMF programs have introduced
sweeping economic reforms over the past decade, finds that a new cash transfer program is far too narrow to counter the impacts of
these reforms.
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