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Millions thrown into poverty, driven by xxx  \y;Hengass

Forex shortage $ 5.7M PEeOopP | e
- Driven by years of
economic M eed
mismanagement . ]
* - Fuel shortages NUManitaria
- Gas shortages .
COVID-19 - Lack of essential meds N assistance

- Slowdown of key
iIndustries including
tourism, leading to job
losses

3M
people
IViNng IN
ooverty

WIP

Fertilizer ban
- Reduced food
supplies, driving

Zo-l 9 inflation 2022



LIRNEasia

Millions thrown into poverty, driven by xxx \;:s"eesia

. 5.7M people
Lower Income need
humanitarian
COVID-19 : Slowdown of key industries including .
-ﬁ' tourism, leading to job losses assistance

2022

i Fuel shortages:

M

people
living In
poverty

Higher
2013 COSts

Sources: Department of Census and Statistics — HIES 2019 (2022), United Nations Office for the Coordination of Humanitarian Affairs (2022)



http://www.statistics.gov.lk/Poverty/StaticalInformation/PovertyIndicators-2019
https://srilanka.un.org/sites/default/files/2022-06/LKA_HNP_FoodSecurityCrisis_20220609_0.pdf

Social safety nets crucial to protect most g pemeasia
vulnerable; most relevant in times of crisis

2019: 3 « Fuel, gas & electricity shortages 2022: 57
million TEactng manufcturing & million in
individuals « Employees unable to travel to need of
(14.3% of the | ower work to earn income assistance —
population) income 2X those
living In below
poverty poverty line
in 2019

* Fuel shortages
leading to

« Food scarcity, driven
by fuel crisis &
fertilizer ban.

« Sudden depreciation
of LKR;

« Global inflation

Sources: Department of Census and Statistics — HIES 2019 (2022), United Nations Office for the Coordination of Humanitarian Affairs (2022) 4



http://www.statistics.gov.lk/Poverty/StaticalInformation/PovertyIndicators-2019
https://srilanka.un.org/sites/default/files/2022-06/LKA_HNP_FoodSecurityCrisis_20220609_0.pdf

Over 30 s.ocial protection programmes in Sri &k‘\\gk!-'p%!ﬂ&aﬂg
Lanka, with government playing key role e

Social protection

programmes
Social insurance Social assistance Labour market
programmes programmes programmes
Social Protection for Public Sector Workers Assistance for Low-Income Families Livelihood Development

Samurdhi Livelihood Development

Public Sector Pension Scheme

Samurdhi Monthly Cash Transfers

Programme

Widows, Widowers and Assistance for Vulnerable Groups

: Labour Market Programmes for
- Orphans Pension Scheme

Public Assistance Monthly Allowance Vulnerable Groups

Social Insurance for Private Sector Workers PWDs, Kidney, Cancer Assistance veesidenal TRiling) o PYIDE
Private/
contributory EPF Assistance for Children ) ]
schemes | cTE Assistance for Gr. 5 Scholarship ILO Social Protection Framework
Recipients, Thriposha i Social Protection for Older
Persons

Social Insurance for Informal Sector Workers Health Assistance

B Social Protection for Persons of

Farmer & Fishermen Free Public Healthcare Active Age

pension schemes . Social Protection for Children
Emergency Assistance

) Essential Healthcare for All
RsS. 5000 cash transfer during COVID

Samurdhi Social Security

*Schemes documented are illustrative; not exhaustive



Efficacy of programmes in poverty reduction subpar; %\\w_gy%ﬂg
1.3M out of poverty, but 3M remained poor in 2019 e

20.5%

-t of existing social protection programmes on population living in poverty — 2019

-2.4% -0.2%
-1.6% 0
-0.4% 14.3%
-1.7% .
Accounting for all programmes
% of
population
in poverty
y programmes Pension Other Samurdhi Elderly payment Other All programmes
INn the absence of any programmes
No. of 4.36M -0.51M <-0.01M -0.34M -0.01M -0.36M 3.04M
people in o
poverty B Social insurance Social assistance

Source: LIRNEasia based on Department of Census and Statistics (2022) 6



http://www.statistics.gov.lk/Poverty/StaticalInformation/PovertyIndicators-2019

Over 5 ministries & 12 institutions overseeing ‘\&‘\\  LIRNEasiz
provision of targeted welfa re schemes \i e re-mate

.- =~

Ministry of Finance, Economic Stabilization « Some similarities in scope of work for different agencies,
and National Policies | sometimes under different ministries

| - Duplication of work?

- Unnecessary administrative burdens?

Ministry of Women, Child Affairs and Social - Higher transaction costs?
Empowerment !

« Some programmes require coordination between multiple
| agencies (e.g.. Samurdhi Programme — under agencies
Ministry of Public Admin, Home Affairs, | within the purview of Ministry of Women, Child Affairs and
Provincial Councils and Local Government Social Empowerment & Ministry of Public Admin, Home

| Affairs, Provincial Councils and Local Government; buy in of
Ministry of Finance, Economic Stabilization and National
Policies also clear )

Ministry of Education

« However, many have noted the lack of coordination
amongst the different programmes, & presence of multiple
lists leading to opaqueness. World Bank attempting to
design and implement Unified Beneficiary Database

Ministry of Health

-
S e e o o e e e e e e e e e e e e e e e e e e e e e e Ee e e e e e e e e e e e mm e Em e e e e M e e e e mm e M e e e mm e mm e e e e e e e e e e e e e e e e e e e e e e e T

Targeted welfare: Not included informal pension schemes under Ministry of Agriculture, private pension schemes under Ministry of Labour etc.
Source: Extraordinary Gazette 2289/43 of 22 July 2022 7



http://documents.gov.lk/files/egz/2022/7/2289-43_E.pdf

Reform necessary in many areas, to respond to &xﬁng_gygiggg
both emergency & long term needs

* Important to balance between

Coverage/ Adequacy of Lyee Of e com peti Nng needs

Targeting benefits (ca;ifgzj/? N

(e.g.: adequacy of funds &
coverage vs. reducing financial &
administrative burdens)

D | - Some areas more crucial in the
Ease of Administrative Fiscal short term given economic crisis
access/delivery processes sustainability (e g.. coverage adequacy of

benefits & ease of access)

» Solutions that address deep

seeded issues (depoliticization,
Depoliticization Efficacy Graduation efﬂcacy of programmes & need
for graduation) should not be
Ignored




Reform necessary in many areas, to respond to @\\\\?&k._RNEasaa
both emergency & long term needs

Coverage/
Targeting

Ease of
access/delivery

o-poor. Pro-market.

* Important to balance between
competing needs
(e.g.: adequacy of funds &
coverage vs. reducing financial &
administrative burdens)

» Some areas more crucial in the
short term given economic crisis
(e.g.: coverage, adequacy of
benefits & ease of access)

» Solutions that address deep
seeded issues (depoliticization,
efficacy of programmes & need
for graduation) should not be
Ignored



LIRNEasia

Pro-poor. Pro-market.

30% of households received regular welfare paymentﬁ\ .
in 2021; 71% received Rs. 5000 grant \\\é~

Households that received regular social grants or benefits from Receipt of Rs. 5,000 grant from government during the
the state (% of households) lockdown (% of households)

29%

Regular welfare
payments

Rs. 5000 grant

70%

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%
confidence interval. N = 2,501)

Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support,
scholarship, Samurdhi)? Q: Did any member of this household receive the Rs. 5,000 grants from the government during the COVID-19 lockdown? 10


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Poor targeting evident, with many exclusion errors @\\\\LmNEasia

\\& Pro-poor. Pro-market.
Receipt of regular social grants or benefits from the Receipt of Rs.5,000 grant from government during the
state (% of households) lockdown (% of households)
SECA SEC A

SEC B SECB
SECC SEC C
SECD D
SECE SECE

Regular welfare
payments

Rs. 5000 grant
55%

* Socio economic classification is a proxy for household income based on the education and occupation of the household head.

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%
confidence interval. (n = 2,501)

Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support,

scholarship, Samurdhi)? Q: Did any member of this household receive the Rs. 5,000 grants from the government during the COVID-19 lockdown? 11


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Pro-poor. Pro-market.

Need new methods to identify those in need of g‘@\\\LlnNEasia
assistance e

-

-

Current
E.g.. Samurdhi

o

[

6000 eligible (means
testing)

~

Last update: Households
those earning less than Rs.

/

-

-

Proposed \

Extr. Gazette 2128/24 of 2019 under
Welfare Benefits Act No. 24 of 2002

Asset ownership, household
characteristics, income &
expenditure considered

(Means + proxy means

/ More options? \

Explore new data streams
- Identify geographical areas
that need most assistance
- to identify newly poor
households

testing)

\(CDR, satellite imagery)J

Sources: Key Informant Interviews with Samurdhi officials and beneficiaries, Ministry of Finance (2019)

12



Transfer payments to mobile money accounts & \*“\\i‘ﬁ!ﬁyﬁiﬂ?
banks e

Households that received social grants or benefits from the state
(% of households)

30% of households received regular grants
from the government

(o)
75 /O of households that received regular

grants from the government had access to
both a bank account and a mobile phone

of households did not

receive regular grants from the
government

Did not receive benefits
Received benefits

Owned bank account and mobile phone
Ouned mobile phone only 2% of households that received regular
Owned bank account only

I Did not own bank account or mobile phone grants from the government did not have

access to a bank account or a mobile phone
Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support, scholarship, Samurdhi)?

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% confidence interval.

Base: All households (n=2,501)

13


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Pro-poor. Pro-market.

Allow cash out at all ATM branches & mobile money %\\\L.RNEasia
outlets \

54
Transfers to Samurdhi Banks Bank and mobile transfers with ™ R 7N
ATM & mobile money cash out s ~

L
Samurdhi Bank 1,050 Dialog service points, Mobitel 2767 4 ' b,
Touch Points & -
Communications « A S
| | iy
ATMs 2,675 : | j’: : .~.,‘,: o VAR
Sampath Bank 249 bR /. 3 ol oSV
Commercial Bank 266 b | : ]
Bank of Ceylon 516 ». Z.w
Cargills Bank 25 i 3¢ : : N
DFCC Bank 162 fool R ™ 2)
Hatton National Bank 167 Bl d e Y A
National Development Bank 155 4; e
Nations Trust Bank 133 : |
People's Bank 806 ¥ -
Seylan Bank 196 - >
Total 1,050 Total 5,442 g
Note: Note: Vs
* Only 932 locations could be extracted for = Only 4,745 locations could 'f S ety
our analysis be extracted for our analysis A ’ i
» Each location is only accurate to its DSD » Mobile money cash out is only allowed at A
» The exact locations within each DSD were Sampath Bank and Commercial Bank at i :
simulated based on the population presgnt Samurdhi Bank .A” ATMS’. Dialog se rVI.Ce
distribution* Branches points, Mobitel touch points &

_ , Communications
Source: LIRNEasia estimates 14



Recipients will incur lesser transaction cost (travel %\\\,\\?\ LIRNEasia
cost and time etc.)

Number of cash-out points and distance needed to travel by socioeconomic deciles

BNUMbDer of Cash-outl points o Maan distance in km

veny  24? 1,532 23
. lago  Lso2 PP P
1458 -y
1,328
1,195
50
43
655
56
462
19
16
13
05 07
~ = -
| 2 3 4 5 r 7 5 9 10 n 12 13 1% 15 16 17 18 9 20

Socio economic indicator deciles*

* Methodology: 1. Developed a socioeconomic index based on 2011/2012 census data (https:/lirneasia.net/2020/01/mapping-poverty-and-wealth-an-alternative-socioeconomic-index-for-sri-lanka/); 2. Split the population
into deciles based on the socioeconomic index, where the 1st decile represents the poorest and the 10th decile represents the richest; 3. Obtained high-resolution (30 m) population density maps
(https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps); 4. Determined the nearest cash-out point based on Euclidean distance for each 30 m x 30 m tile 15



https://lirneasia.net/2020/01/mapping-poverty-and-wealth-an-alternative-socioeconomic-index-for-sri-lanka/
https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps

For more information
https:/lirneasia.net/category/themes/social-safety-nets/

gavani@lirneasia.net

16


https://lirneasia.net/category/themes/social-safety-nets/
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g HenEasis
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Funds required for sustenance is constantly
changing given high inflation

Poverty line threshold Emergency cash
transfer

(per capita) (per household*) (per
household/capita
depending on entry

criteria)
Original Rs. 7000 Rs. 28.000 Rs. 5000
(2019) (2019) (April 2020)
Adjusted by
headline inflation Rs. 11216 Rs. 44,864 Rs. 7740

level (NCPI, upto —

May 2022)

Adjusted by food &

non-food inflation

levels, as per

food-non food ratio Rs. 11,878 Rs. 47512 Rs. 7892
of those below

poverty line (NCPI,

upto May 2022)

*average household size in bottom 2 deciles: 4

Source: Calculated by author based on data from Department of Census and Statistics (2022 a; b)

g HenEasis

« Some relief- in May 2022, DG

of Samurdhi indicated that
grants of between Rs. 5000
and 7500 would be provided
to its recipients; some sign of
inflation adjustments

Unclear if same inflation
adjusting took place for
recipients of other
programmes

Samurdhi recipients to
receive benefits through
Samurdhi banks. Other
recipients?

23


http://www.statistics.gov.lk/InflationAndPrices/StaticalInformation/MonthlyNCPI/Inflation-FoodAndNonFoodGroups
http://www.statistics.gov.lk/Poverty/StaticalInformation/PovertyIndicators-2019

Need a system that allows for easily adjustable &gﬁNk!_gygifrEg
payment amounts for all programme recipients

\

=

It high Iinflation continues, or fuel price hikes come In, etc,,
payment amounts can be increased further to allow for
citizens to continue to access basic necessities

If the need reduces (through deflation, or
commencement of another programme such as an
IN-KiNd programme), payment amounts can also be

decreased

24



Next steps: large quantitative & qualitative Wy

studies

* Nationally representative survey (n=10,000)
to identify good predictors of need for support,
delivery mechanisms
- Exploring the use of big data analytics for
quick verification through indicators
understood to be good predictors of poverty
- Longer term trends to be supplemented by
obtaining and analysing 2019 HIES data

* Qualitative research
- Klls with relevant institutions, and FGDs & IDls
with GNs, Samurdhi Niyaamakas, Post officers,
DS workers, beneficiaries/potential beneficiaries,
etc. from 5 provinces

-

Targeting:
systematic
poor

Targeting:
Newly poor

Mapping
schemes
households
have sighed
up for

Administrativ
e Pprocesses:
entry & exit
from
schemes

Delivery
mechanisms

Natio
nal
surve

(2022)

v

Big
data
Y v

v

v LIRNEasia

\\& Pro-poor. Pro-market.

25



+ LIRNEasia

Many newly poor in Sri Lanka Wl Hmneasta

* INn 2019: 3 million individuals (14.3% of the
population) living In poverty (spending
less than Rs. 7000 per capita per month)

» Today: Many more likely to have fallen
INto poverty given record inflation,
unemployment etc.

e UN OCHA estimates 5.7 million in need of

assistance now — 2x those below poverty
line in 2019

Sources: Department of Census and Statistics — HIES 2019 (2022), United Nations Office for the Coordination of Humanitarian Affairs (2022)

26


http://www.statistics.gov.lk/Poverty/StaticalInformation/PovertyIndicators-2019
https://srilanka.un.org/sites/default/files/2022-06/LKA_HNP_FoodSecurityCrisis_20220609_0.pdf

Social safety nets necessary, and can

come in many forms

-

» Cash transfers to vulnerable groups

-

- Conditional cash transfers (payment made if
program objectives are met)

~

%N LIR?

KReIatively simple tm

deploy

- Unconditional cash transfers (payment made

without iImposing conditions)

/

* In-kind transfers for vulnerable groups

- E.g. bags of food

 Vouchers

- Usable In desighated shops (to purchase
allowed list of goods)

 Universal basic income

- Everyone gets paid a flat amount, to enable
living above poverty line

 Reduces
opportunities for
leakages it well
Implemented

 Glves households
autonomy to

prioritize expenses

according to their

\\\heeds

/

NEasia

r. Pro-market.
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Cash transfers are proven to have improved fOde%N&g_gyggfrgg
security, financial & psychological wellbeing

Programme Intervention Cood pSVFh?'Og Financial wellbeing
: ICa : Enterprene
security wellbeing Savings sireliis Investment
Kenya GiveDirectly Provided eligible households with a series of three
transfers totaling USD 1,000 delivered through the mobile
money platform M-Pesa. The transfer amount was v v v v
equivalent to 75 percent of recipient household’'s annual
spending.
Niger Zap One-third of targeted villages received a monthly cash
transfer of roughly USD 45 via a mobile money transfer v v
system
Zambia Child Grant Provided eligible households almost USD 12 per month
Program (CGP) (paid bimonthly) irrespective of household size and gives v v v
the money to the child’s primary caregiver.
DR Concern Households received an unconditional cash transfer of
Congo Worldwide's social US$130 over a seven-month period. / /
protection
scheme
Sri Pilot Cash The total transfer value amounted to 150 Sri Lankan rupees
Lanka Transfer Project per beneficiary per week, or USD 1.5. The cash was
(CTPP) distributed on a fortnightly basis to targeted households V4 v

from randomly selected communities in Batticaloa, Galle,
and Hambantota.

Ecuador WEFP cash transfer The value of the monthly transfer was USD 40 per month
program per household.

v

Sources: Zambia - Natali et al. (2016), Kenya - Haushofer and Shapiro (2016), Niger- Aker et al. (2016), Ecuador - Hidrobo et al. (2012), Sri Lanka - Sandstrom and Tchatchua (2010), DR Congo — Aker (2017) 58


https://www.unicef-irc.org/publications/pdf/IWP_2016_02.pdf
https://www.issuelab.org/resources/29002/29002.pdf
https://www.journals.uchicago.edu/doi/full/10.1086/687578
https://www.sciencedirect.com/science/article/pii/S0304387813001715?via%3Dihub
https://www.calpnetwork.org/publication/do-cash-transfers-improve-food-security-in-emergencies-evidence-from-sri-lanka/
https://academic.oup.com/wber/article/31/1/44/2897296

Cash transfers do not increase consumption |
of temptation goods (alcohol, tobacco), nor “*“\\\xé‘ﬂ'p‘oyiiﬂi
reduce the incentive to work

« Cash transfers are not used to purchase temptation goods
A systematic review with evidence from 19 countries in Asia, Africa and Latin America shows
that cash transfers did not increase purchase of temptation goods such as alcohol and
tobacco at a significant level. This is consistent across conditional and unconditional cash
transfer programmes.

 Cash transfers do not reduce the incentive to work

-  Randomized controlled trials from 6 countries (Honduras, Morocco, Philippines, Mexico,
Indonesia & Nicaragua) showed no evidence of cash transfer programs impacting either
the propensity to work or the overall number of hours worked, for either men or women.
This was true of conditional and unconditional cash transfer programmes.

- Cash transfers could help households escape the classic poverty trap problem by allowing
them to have a basic enough living standard to be productive workers.

- An infusion of cash could reduce credit constraints to starting or growing a business.

Source: Evans & Popova (2016), Banerjee et al (2017), Baird et al (2014), Afzal, Mirza & Arshad (2019),
29


https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2439993
https://academic.oup.com/wbro/article/32/2/155/4098285?login=true
https://sci-hub.hkvisa.net/10.1080/19439342.2014.890362
https://www.tandfonline.com/doi/full/10.1080/1331677X.2019.1661006

Several cash transfer programmes in Sri Lanka;
needs consolidation under Welfare Benefits i HaNssia

Board

* Sri Lanka has over 30 different social
protection programmes under T1
different ministries. These include
social insurance, social assistance and
labour market programmes.

 Monthly payments are made to
beneficiaries of several programmes
(Samurdhi, PAMA, Elders Assistance
Programmes, Disability Assistance,

Pensions etc.)

 Consolidate welfare schemes under
Welfare Benefits Board and build
unified beneficiary database

Social

protection

programpnes
—~ P —~

Social insurance Labour market

assistance

programmes programpes programmes
N S N S
E.g. pensions, E.g.:cash/in kind E.g.: livelihood
health insurance transfers for vulnerable 4o elopment, skills and

groups, disaster relief,
education assistance

A
{ 1

Monthly benefits for select social assistance

training programmes

Samurdhi programme Total
amount amount

2 or fewer family members 1500 1345

3 member families 2500 2245

4 or more member families 3500 3145
Public Assistance Monthly Allowance (PAMA) 250-500

Elders Assistance Programme 2000

Disability Assistance 3000

Sources: Tilakaratna, G. & Jayawardana, S. (2015), World Bank (2017), interviews with key informants and beneficiaries by research team 30



http://www.ihdindia.org/sarnet/wp/SARNET_WP_3.pdf
https://www.worldbank.org/en/news/feature/2017/01/31/srilanka-poverty-welfare-recent-progress-remaining-challenges

Transfer payments to banks; allow cash out at %\\\L,RNEasia
all ATM branches & mobile money outlets g e

® & &
) S DT B %
Samurdhi programme Modern trade outlets Mobile money Mobile money (with
expansion)

Source: LIRNEasia estimates
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77% of regular welfare beneficiaries have a %\\\LIRNEasia
(non-Samurdhi) bank account N, oo romarkt

Households that received social grants or benefits from the state
o)
(% of households) 30%

of households received regular grants from
the government

77%

of households received regular grants
from the government had access to a

bank account

did not receive regular grants
from the government

23%

of households received regular grants
from the government did not have access

to a bank account

Base: All respondents and households (n=2,50T1)

Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support, scholarship, Samurdhi)?

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% confidence interval. 32


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Poor targeting ewdept In the past, with &k‘&\\\&'RNFasE?
iInclusion and exclusion errors . Fro-peor o mane
Receipt of Rs.5,000 grant from government during the

Households that received regular social grants or benefits from

the state (% of households) lockdown (% of households)
SECA
SECB

SECC

SECA
SECB

SECC
SECD D
SECE SECE

Regular welfar
payments

Rs. 5000 grant
55%

* Socio economic classification is a proxy for household income based on the education and occupation of the household head. Base: All households (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%
confidence interval.

Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support,

scholarship, Samurdhi)? Q: Did any member of this household receive the Rs. 5,000 grants from the government during the COVID-19 lockdown? 33


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Increase tax and non-tax revenue to %\\\3 LIRNEasia
facilitate recovery

Government revenue (Rs. million)

* Twin deficits
ﬂslcal, anc]zlc
alance o i
payment) at heart 28% |,
of economic crisis
» 2020 saw major I

shift in tax policy

-- lower VAT, o
higher thresholds

for PAYE (APIT)

2015 2016 2017 2018 2019 2020 2021

* Government
revenue declined
by 28% from 2019 avar
(> RS SOO bn) ‘Nation Building Tax

mExcise Duty

= uties
.m—ﬁb\e@nent Levy

Source: Ministry of Finance (2022), 34


https://www.treasury.gov.lk/api/file/a7a35d1a-556f-49b2-81e0-20294eb5a519

Major tax policy changes announced in early
June -- first step towards bridging deficit

Wy

/Govemment expects the
revised taxes to generate an
additional Rs. 125 bn for the
rest of 2022; iIf adjusted to a

year, Rs. 292 bn
\Z

~

-

Similar calls in CMP, along

with other long term targets
such as the need to improve

31/05 2022 3:16 PM FAX i¢] UULU
|
\ Annexure
Tax Reforms to be introduced in the immediate and near term
Immediate Measures
1. To be implemented with immediate effect
Proposal . T F 77 method of | Estimated | Estimated
P p = LB - 1mplementatlon | .Additional { Additioial
: : LT ' : Revenue : Révenue
e L i for2022 fora year
A f | ~(Rs. BA) | (Rs.Bn)
VAT Rate
1. | Increase VAT rate from 8 Issue of Gazette 91 156
percent |to 12 percent Notification subject to
i the approval of the
i parliament
Telecommunication Levy ~
2. | Increase Telecommunication Issue of a letter l?y the 3 5
Levy from 11.25 percent to 15 Telecommumcatlo.ns.
percent Regulatory Commission
|i subject to Act
l Amendmen_t _ _ | |
“Additional Tax Revenue from Immediate measures (0 =~ w - -o&l 161
2. Tobe lmplemented effectwe from October 1, 2022 ,
- | Proposal’ - . ! - T Methodof .| ‘Estimated | Estimated
' - Implementatnon Additmnal ~Additional
. ‘ " e T : - ' Revenve Revenue a
L . : ,. o e far2022 year
LoEsbll EP g g v (Re.Bn) | (Rs.Bn)
Income Tax
Meccmsmnl lamnvaas Tav fDIT)

Source: Ministry of Finance (2022) via NewsFirst,

tax collection mechanisms

/
N
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https://www.newsfirst.lk/2022/05/31/sri-lanka-increases-vat-to-12-telecommunication-levy-to-15/
https://www.treasury.gov.lk/api/file/a7a35d1a-556f-49b2-81e0-20294eb5a519

Social security programmes under the
purview of 8 ministries and 19 institutions

Ministry of
Finance, Economic
Stabilization and
National Policies

Employees’ Trust Welfare Benefits
Fund Board

Ministry of
Transport and
Highways

Sri Lanka
Transport
Board

Department of
Probation and
Childcare Services

Ministry of
Education

National
Institute of
Education

Department of
Educational
Publications

Ministry of

Health

Sri Lanka
Thriposha
Co. Ltd

Ministry of Public
Administration, Home
Affairs, Provincial
Councils and Local
Government

‘&‘\\\s; LIRNEasia

Local Government
Widowers' and
Orphans’ Pension
Fund

Public Service
Pensioners’ Trust
Fund

Department of
Pensions

Ministry of Labour

Ministry of
Agriculture

Agriculture an
Agrarian

and Foreign
Employment

Department of
Labour

District Secretariats
and Divisional
Secretariats

National Secretariat
for Early Childhood
Development

Department of
Samurdhi
Development

Saubhagya
Development
Bureau

Social Security
Board

National Secretariat

for Persons with
Disabilities
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http://documents.gov.lk/files/egz/2022/7/2289-43_E.pdf

Importance of social safety nets, g‘g\\\\}L.RNEasia

particularly in context of other reforms

* Rapid inflation, inability to earn etc. --> |
* Monetary and fiscal policy reforms muc

Pro-poor. Pro-market.

Mmplications on poverty

N needed, but will have

disproprotionate impact on poor --> soclal safety nets needed to
counterbalance impacts, keep those most impacted afloat
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What are the existing social safety nets in
Sri Lanka?

 Classified by Social Protection Floors Framework

g HenEasis
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Some longstanding challenges W mngasis

» Targeting/coverage — Samurdhi example 55% of those in SEC E don't
get any benefits, 8% of SEC A do

* Inadequacy of funds

« Administrative burdens
» _Leakages

e Etc etcC

39



8 ministries and 19 institutions involved in Ixxwkg_gygiggg
providing welfare benefits

I I I I I
. Ministry of Labour . .
ey or sy or earn Ml andForeian [ty e Tanspordlll  Minisy of
Employment
. . . : : Sri . Agriculture and
Bl Social Security |HMl Departmentof |l Welfare Benefits |HllNational Institute of - L Department of L Sri Lanka Transport L .

Admin, Home
Affairs, Provincial
Councils and Local

|
Ministry of Finance,
Economic

|
Ministry of Women,
Child Affairs and

Stabilization and
National Policies

Social
Empowerment

Public Service
Samurdhi m  Pensioners’ Trust
Development Fund

Department of

Department of
Educational
Publications

Employees’ Trust
Fund

ocal Government

Department of
— Probation and
Childcare Services

Bl \Widowers'and
Orphans’ Pension
Fund

National Secretariat District Secretariats ,'I A
mam fOr Early Childhood | and Divisional
Development Secretariats L. . . . . .
« Fewer Ministries reports from 2017 indicated - function of a more streamlined
Cabinet

____________________________________________________________________________________________________

National Council for
Bl Elders and National
Secretariat for

HESEE « Some similarities in scope of work for different agencies, sometimes under

different ministries (e.g.. Welfare Benefits Board & Social Security Board)
- Duplication of work?

- Unnecessary administrative burdens?

- Higher transaction costs?

Il Saubhagya Develop
ment Bureau

National Secretariat
s fOr Persons with
Disabilities

e e — — — — — — — — ———— ——————————————

___________________________________________________________________________________________________

Department
=y of Social
Services

Source: Extraordinary Gazette 2289/43 of 22 Julv2022 N EEHEE I R O S EE



http://documents.gov.lk/files/egz/2022/7/2289-43_E.pdf

o Mministries involved In providing targetea
welfare benefits \&x‘x\\\\gLIRNEasia

Pro-poor. Pro-market.

Admir Home Ministry of Finance,
’ Ministry of Economic -
Education Stabilization and Ministry of Health
National Policies
i i ; Sri
L National Institute of L Welfare Benefits L :

I
Ministry of Women,
Child Affairs and

Affairs, Provincial

Social :
Councils and Local

Empowerment

ocal Government
Bl Social Security |H Widowers' and
Board Orphans’ Pension

Fund

Department of District Secretariats

Samurdhi — and Divisional

Development Secretariats

Department of

— Probation and
Childcare Services

National Secretariat
O Ear!y Chilcinoo Cl | P
Development R S
\

National Council for
Il Elders and National
Secretariat for
Elders

Il Saubhagya Develop
ment Bureau

National Secretariat
s fOr Persons with
Disabilities

« Fewer Ministries reports from 2017 indicated - function of a more streamlined
Cabinet

« Some similarities in scope of work for different agencies, sometimes under
different ministries (e.g.. Welfare Benefits Board & Social Security Board)
- Duplication of work?
- Unnecessary administrative burdens?
- Higher transaction costs?

Department
= of Social
Services N S

e e — — — — — — — — ———— ——————————————

___________________________________________________________________________________________________

Source: Extraordinary Gazette 2289/43 of 22 Julv2022 I EEHEN R s O S



http://documents.gov.lk/files/egz/2022/7/2289-43_E.pdf

~

-Agrahara Insurance Scheme
-Life Insurance Benefit Scheme
-Financial Assistance for Heart
Surgeries

-Financial Assistance for Kidney
Transplant Surgeries
-Re-imbursement of Cost of
Intra-ocular Lens

-"Shramasuwa Rakawarana”
Hospitalization Medical Scheme

Ministry of
Finance,
Economic
Stabilization and
National Policies

/

~

- Thriposha Programme

MImStry Minister of

of Health

Agriculture

/

Ministry

of

Education

- School Textbook Programme \
- Suraksha Student Insurance

Scheme

- Grade 5 scholarship
- G.C.E Advanced Level (A/L)

Technology Scholarship

- Sujatha Diyani Scholarship

- Subhaga Scholarship

- Fresh Milk for School Children
- Mid-day Meal Program

/

- Farmers'

Pension and

Social Security
Benefit Scheme

- Fishermen's

Pension and

Social Security
Benefit Scheme/

~

Ministry of
Labour and

Foreign

Employment

A thoguht -- Perhaps
some classification on
regular vs emergency
programmes. To be
fleshed out.

- Public Servants Provident \
Fund (PSPF)

- Public Servants Pension
Scheme (PSPS)

- Armed Forces Pension
Scheme

-Samurdhi Programme
-Scholarship and meal

Ministry of Public
Administration,
Home Affairs,

Provincial Councils

and Local

programmes
Government

/

g HenEasis

~

- - Subsidized
M|n|5try of Transport
Transport Program

and
Highways

/

-Employee’s Provident \

-Finance Assistance for
-Payment of EPF benefits

-Payment of EFP benefits

-Approved Private

Fund (EPF)
Medical care

Ministry of
Women, Child
Affairs and

on medical grounds

in the event of death of
the member

Social
Empowerment

Provident Fund (APPFy

-Samurdhi Programme

-Public Assistance Monthly Allowance
(PAMA) (Pin Padi)

-LKR 5,000 Cash Transfer during COVID

-Avurudu (New Year) assistance during
COVID

-Cash assistance in the third wave (2000/=)
-Kepakaru Deguru Sponsorship Programme
-Senehasa Savings Programme
-Morning Meal for Preschool Children
-Saubagya Production Village Program
-Surakuma Pension Scheme
-Assistance for Persons with Disabilities
-Assistance for Kidney Patients

-Senior Citizens Allowance

/
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Over 35 benefit schemes identified, including  needs work
emergency transfers during COVID & economic crises

Ministry of Women, Child Affairs and Social
Empowerment

Ministry of Public Admin, Home Affairs,
Provincial Councils and Local Government

Ministry of Finance, Economic Stabilization
and National Policies

Ministry of Education

Ministry of Health

Ministry of Labour and Foreign Employment

Ministry of Transport and Highways
Ministry of Agriculture

Samurdhi Programme

Public Assistance Monthly Allowance (PAMA) (Pin Padi)
Kepakaru Deguru Sponsorship Programme

Senehasa Savings Programme

Morning Meal for Preschool Children

Saubagya Production Village Program

Surakuma Pension Scheme

Assistance for Persons with Disabilities

Assistance for Kidney Patients

Senior Citizens Allowance

Cash Transfers during COVID (Rs. 5000, Rs. 2000)

Cash Transfers during economic crisis (Rs. 5000, Rs, 7500)

Public Servants Provident Fund (PSPF)
Public Servants Pension Scheme (PSPS)
Armed Forces Pension Scheme
Samurdhi Programme

Scholarship and meal programmes

Agrahara Insurance Scheme

Life Insurance Benefit Scheme

Financial Assistance for Heart Surgeries

Financial Assistance for Kidney Transplant Surgeries
Re-imbursement of Cost of Intra-ocular Lens

"Shramasuwa Rakawarana” Hospitalization Medical Scheme

School Textbook Programme

Suraksha Student Insurance Scheme

Grade 5 scholarship

G.C.E Advanced Level (A/L) Technology Scholarship
Sujatha Diyani Scholarship

Subhaga Scholarship

Fresh Milk for School Children

Mid-day Meal Program

Thriposha Programme

Employee’s Provident Fund (EPF)

Finance Assistance for Medical care

Payment of EPF benefits on medical grounds

Payment of EFP benefits in the event of death of the member
Approved Private Provident Fund (APPFs)

Subsidized Transport Program

Farmers' Pension and Social Security Benefit Scheme
Fishermen'’s Pension and Social Security Benefit Scheme

Source: Extraordinary Gazette 2289/43 of 22 July 2022

&k‘\\\\g
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http://documents.gov.lk/files/egz/2022/7/2289-43_E.pdf

® o ® \ asia
Existing policy landscape ‘k@\\\\g e o

 Welfare

- |1 thinki

Benefits

Board — conolidates the schemes under one board

t may be gazetted under the prez

« 2019 Gazette — improve targeting. Will help with long term projects,
may heed more work for newly poor identification
(Nature article — read)

* WB — unified beneficary database

A
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The recipients will incur lesser transaction W
cost (travel cost and time etc.)

Number of cash-out points and distance needed to travel by socioeconomic deciles

SNUMDar of Cash-out ponts *MeIn distance in km

LMos

L

104102103 103
Q ] o 7

i T b L)

937 940
850

6§23 530 530

&62

566
‘ ! d 3 4 5 & 7 8B 9

2
334 3
262 | I
n 12 13
Socio economic indicator deciles*

* Methodology: 1. Developed a socioeconomic index based on 2011/2012 census data ( - - -
into deciles based on the socioeconomic index, where the st decile represents the poorest and the 10th decile represents the rlchest 3. Obtained h|gh resolutlon (30 m) populatlon density maps
(https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps); 4. Determined the nearest cash-out point based on Euclidean distance for each 30 m x 30 m tile

*

oS
7
- 04

| P

; 2. Split the population

+ LIRNEasia
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https://lirneasia.net/2020/01/mapping-poverty-and-wealth-an-alternative-socioeconomic-index-for-sri-lanka/
https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps

The recipients will incur lesser transaction %\\\ LIRNEasia
cost (travel cost and time etc.)

Number of cash-out points and distance needed to travel by socioeconomic deciles

BENUMbDer of Cash-out points o Maan distance in km

692 EYe
644
&06

205

3

‘ | P 3 - S & 7 s - 10 N 12 13 - 5 15 7 8 L) 20

Socio economic indicator deciles*

* Methodology: 1. Developed a socioeconomic index based on 2011/2012 census data (https:/lirneasia.net/2020/01/mapping-poverty-and-wealth-an-alternative-socioeconomic-index-for-sri-lanka/); 2. Split the population
into deciles based on the socioeconomic index, where the 1st decile represents the poorest and the 10th decile represents the richest; 3. Obtained high-resolution (30 m) population density maps
(https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps); 4. Determined the nearest cash-out point based on Euclidean distance for each 30 m x 30 m tile 47



https://lirneasia.net/2020/01/mapping-poverty-and-wealth-an-alternative-socioeconomic-index-for-sri-lanka/
https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps

The recipients will incur lesser transaction %\\\ LIRNEasia
cost (travel cost and time etc.)

Number of cash-out points and distance needed to travel by socioeconomic deciles

ENUMber of Cash-out points oMaan distance n km

u] '53¢ S.”? 1532 "523

1458 &

LO&0 1,031 1,030 1,037

656

566

&62 I
] 2 3
Socio economic indicator deciles*

* Methodology: 1. Developed a socioeconomic index based on 2011/2012 census data (
into deciles based on the socioeconomic index, where the st decile represents the poorest and the 10th decile represents the richest; 3. Obtained high-resolution (30 m) population density maps
(https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps); 4. Determined the nearest cash-out point based on Euclidean distance for each 30 m x 30 m tile 48
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https://lirneasia.net/2020/01/mapping-poverty-and-wealth-an-alternative-socioeconomic-index-for-sri-lanka/
https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps
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Bank account & mobile money ownership (% of

Reciept of regular welfare benefits households receiving regular welfare benefits)

(% of households)

2%

Bank account or
obile ownershi

w phone

=Mobile phone only
Bank account only
sNo bank account or mobile phone

Regular welfare
70% . payments

s Received regular welfare benefits

Base: All respondents and households (n=2,501)
Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support, scholarship, Samurdhi)?

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% confidence interval. 50


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Transfer payments to mobile money accounts & banks 77% |
of regular welfare beneficiaries have a (hon-Samurdhi) %‘Nk&!ﬂ&iﬂg

bank account

Households that received social grants or benefits from the state
o)
(% of households) 30%

of households received regular grants from
the government

77%

of households received regular grants
from the government had access to a

bank account

did not receive regular grants
from the government

23%

of households received regular grants
=—Tfrom the government did not have access
to a bank account

Base: All respondents and households (n=2,501)
Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support, scholarship, Samurdhi)?

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% confidence interval. Sl


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Outreach (screenshots)
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Contents of this presentation Wl Hmneasta

» Cash transfer programmes: an overview

* Options for better delivery of Sri Lanka's cash transfers
- through modern retall
- through mobile wallets

* Challenges

53



Cash transfer
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Easia

Various forms of payments W\ HanEasta

» Universal basic income
- EBEveryone gets paid a flat amount, to enable living above poverty line

» In-kind transfers/payments
- E.g. bags of food

» Cash transfers (2 types)
- Conditional cash transfers (payment made if program objectives are met)
- Unconditional cash transfers (payment made without imposing
conditions)
 Payment could be as cash, or as ‘vouchers’
- Vouchers useable in desighated shops (to purchase allowed list of goods)
- Cash useable anywhere

55



Cash transfers are proven to have improved foodi@\\\ LIRNEasia
security, financial & psychological wellbeing

Count . : : ;
ry Programme Intervention Food psychologica | Financial wellbeing
security | wellbeing  Savin Enterprene ¢
gs urship

Kenya GiveDirectly Provided eligible households with a series of three
transfers totaling USD 1,000 delivered through the mobile
money platform M-Pesa. The transfer amount was v v v v
equivalent to 75 percent of recipient household’s annual
spending.
Niger Zap One-third of targeted villages received a monthly cash
transfer of roughly USD 45 via a mobile money transfer v v
system
Zambia Child Grant Provided eligible households almost USD 12 per month
Program (CGP) (paid bimonthly) irrespective of household size and gives v v v
the money to the child’s primary caregiver.
DR Concern Households received an unconditional cash transfer of
Congo Worldwide's social US$130 over a seven-month period. / /
protection
scheme
Sri Pilot Cash The total transfer value amounted to 150 Sri Lankan rupees
Lanka Transfer Project per beneficiary per week, or USD 1.5. The cash was
(CTPP) distributed on a fortnightly basis to targeted households v v

from randomly selected communities in Batticaloa, Galle,
and Hambantota.

S&aveesr ZSYRBicasiNaibakfet alHgVackE hiya midaunihoferstanavehid pid aQpeia))dvidper- Akerﬁt al. (2016), Ecuador - Hidrobo et al. (2012), Sri Lanka -

Sandstromae@Iichatchua (2080 h®Rebefgo — Aker (2017)
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https://www.unicef-irc.org/publications/pdf/IWP_2016_02.pdf
https://www.issuelab.org/resources/29002/29002.pdf
https://www.journals.uchicago.edu/doi/full/10.1086/687578
https://www.sciencedirect.com/science/article/pii/S0304387813001715?via%3Dihub
https://www.calpnetwork.org/publication/do-cash-transfers-improve-food-security-in-emergencies-evidence-from-sri-lanka/
https://academic.oup.com/wber/article/31/1/44/2897296

NEasia

Cash transfers do not increase consumption of temptﬁ\i@
goods (alcohol, tobacco), nor reduce the incentive to work

« Cash transfers are not used to purchase temptation goods
A systematic review with evidence from 19 countries in Asia, Africa and Latin America shows

that cash transfers did not increase purchase of temptation goods such as alcohol and
tobacco at a significant level. This is consistent across conditional and unconditional cash

transfer programimes.

 Cash transfers do not reduce the incentive to work

-  Randomized controlled trials from 6 countries (Honduras, Morocco, Philippines, Mexico,
Indonesia & Nicaragua) showed no evidence of cash transfer programs impacting either
the propensity to work or the overall number of hours worked, for either men or women.

This was true of conditional and unconditional cash transfer programmes.

- Cash transfers could help households escape the classic poverty trap problem by allowing
them to have a basic enough living standard to be productive workers.

- An infusion of cash could reduce credit constraints to starting or growing a business.

Source: Evans & Popova (2016), Banerjee et al (2017), Baird et al (2014), Afzal, Mirza & Arshad (2019),
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https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2439993
https://academic.oup.com/wbro/article/32/2/155/4098285?login=true
https://sci-hub.hkvisa.net/10.1080/19439342.2014.890362
https://www.tandfonline.com/doi/full/10.1080/1331677X.2019.1661006

Evidence from DR of Congo: cash transfers allowed res ipients
to buy more diverse goods and save, while voucher reciptéfes:?
looked for opportunities to cash out

Case study: Success of vouchers vs cash transfers in DR

of Congo
* Study type: Randomized / Households who received cash transfers spent on a more \
Control Trial ‘\ diverse basket of goods. Cash recipients were more likely to
« Year of study: 2011 é(‘» purchase food such as staple grains, beans, condiments and oil, as

well as non-food items such as school fees, medicine, and housing

* Intervention: USD 130 was :
materials.

made available to the
recipient households, who $

were split into 2 groups.

One group received cash i’ Cash recipients had money remaining from the transfer

transfers. Cash was allowing for savings, while voucher recipients did not. (The

deposited to an interest voucher programme by design does not allow for savings, except
free account at a local : .
INn tangible goods)

cooperative, which

recipients could withdraw.

Onepg roup received .‘} <:>$

vouchers, which could be Voucher recipients bought large quantities of select goods to
used to buy food and resell and obtain cash. \Voucher recipients bought 10x more salt
non-food items at fairs than cash recipients, which they then resold at nearby markets.

Source: Aker 583
(OOT1C)


https://academic.oup.com/wber/article/31/1/44/2897296

Several Sri Lankan social protection programmes; X\ . LIRNEasia

provide unconditional cash transfers to recipients """
Social

protection
 Sri Lanka has over 30 different social programpnes
protection programmes under 11

different ministries. These include /J\ Qﬁ /J\

social insurance, social assistance and Social insurance emiotan Labour market
labour market programmes. prO@eS programmes prO@eS
E.g. pensions, E.g.:cash/in kind E.g.: livelihood
« Monthly payments are made to health insurance transfersgc.)rvulner?.blce development, skills and
M . groups, Isaster relier, traini
beneﬂmar!es of several prog rammes  ducation assistance raining programmes
(Samurdhi, PAMA, Elders Assistance , \ ‘
Programmes, Disability Assistance . . .
Pengsions ote ’) y ' Monthly benefits for select social assistance
| Monthly Benefit (LKR)
Samurdhi programme Total Net
* Ad-hoc payments are also made on a amount amount
needs- basis (e.g.: Rs. 5000 grants 2 or fewer family members 1500 1345
disbursed during the COVID-19 crisis) S - e
4 or more member families 3500 3145
Public Assistance Monthly Allowance (PAMA) 250-500
Elders Assistance Programme 2000
Disability Assistance 3000

Sources: Tilakaratna, G. & Jayawardana, S. (2015), World Bank (2017), interviews with key informants and beneficiaries by research team
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http://www.ihdindia.org/sarnet/wp/SARNET_WP_3.pdf
https://www.worldbank.org/en/news/feature/2017/01/31/srilanka-poverty-welfare-recent-progress-remaining-challenges

Some examples of cash transfer programs &g\\.\L.RNEasia
o (] \.\& Pro-poor. Pro-market.
In Sri Lanka

Banks Post
. (BOC and . Grama
. DS office =Ele] People’s S Niladahri
Benefit . banks (1,050 (4,063 . . e
(331 offices) branches) banks - ost divisions
1,300+ P (14,022)
offices)
branches)
Regu Samurdi v
lar programme
PAMA v
Disability aid v
Cancer aid v
Thalassemia v
ald
Kidney aid v
One 5000 grant v

off

Sources: Samurdhi Authority Of Sri Lanka Annual Report (2011), Performance Report Department Of Posts (2017) and Key informant interviews with divisional

secretariat officers o0


https://www.samurdhi.gov.lk/web/images/cercular/IT_Unit/annual_report_samurdhi_authority_of_srilanka_2011.pdf
https://www.parliament.lk/uploads/documents/paperspresented/performance-report-department-of-posts-2017.pdf

LIRNEasia

Pro-poor. Pro-market.

30% of households receive regular social grants c&
benefits from the state RN

Households that received regular social grants or benefits from the state
(% of households)

70%

Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support,
B5S08IHHR GaENE Y h=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% 6l


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

LIRNEasia

Pro-poor. Pro-market.

71% of households received Rs. 5000 governmeng\
grant during COVID-19 related lockdown : \\\iﬁ

Receipt of Rs.5,000 grant from government during the lockdown
(% of households)

Q: Did any member of this household receive the Rs. 5000 grants from the government during the COVID-19 lockdown?

Base: All households (n=2,501)
Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% 62


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

More poor households with less educated household heads § cgimgasia
regular social grants; but poor targeting evident for both pr YeEs

Households that received regular social grants or benefits from Receipt of Rs.5,000 grant from government during the
the state (% of households) lockdown
SEC A (% Ofg‘&j's,fhdds)

SECB
SECC

D
SECE

SECB
SECC
SECD
SECE

Socio economi
classification™

Socio economi
55% classification*

* Socio economic classification is a proxy for household income based on the education and occupation of the household head. For more info

. , . https:/lirneasia.net/wp-content/uploads/2013/03/Method-Note Final _report_uploaded-on-website.pdf ,
Q: How many people in this household receive regular soclal grants or benefit (welfare) from the state (e€g. disabllity, unemployment, veteran, child support,

scholarship, Samurdhi)?
Bdail AtyHoerEtes lefd iisF208E#Nold receive the Rs. 5,000 grants from the government during the COVID-19 lockdown?

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%

63


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/
https://lirneasia.net/wp-content/uploads/2013/03/Method-Note_Final_report_uploaded-on-website.pdf

What are some of the problems with the curtene
system?

& =

Targeting and Inadequacy of Lack of coordination
~ coverage benefits & among programes,
(mclqsmn and budgetary duplication &
exclusion errors) constraints . administrative burdens
°®
Leakages in the High transaction costs,
delivery of benefits highlighted by queueing

to collect benefits

Sources: Tilakaratna, G. & Jayawardana, S. (2015), World Bank (2017), Bandara (2016), Institute of Policy Studies (2021)

NEasia
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http://www.ihdindia.org/sarnet/wp/SARNET_WP_3.pdf
https://documents1.worldbank.org/curated/en/996911467995898452/pdf/103281-WP-P132922-Box394864B-PUBLIC-poverty-and-welfare-021216-final.pdf
https://onlinelibrary.wiley.com/doi/10.1111/aspp.12251
https://ms-my.facebook.com/instituteofpolicystudies/videos/dr-ganga-tilakaratna-on-the-inefficiencies-of-sri-lankas-social-protection-syste/1263698397411042/

A new cash transfer program must %‘\\\\} LIRNEasia
enable...

» Fast rollout (to help people iIn need right now)

* Varying cash payments each month if needed (to account for
Inflation)

* Increased ability to target (at least improve targeting over time)

* Low administrative costs (most money should go to benefits, not
r'unning the program

* Recipients to purchase a range of goods, as needed (of not paid In
cash)

» Ability to cash out fully, as needed
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As such the need for an improved system
 [Requirement of a new cash transfer system | priorty | Commens

Resource
Allocation

Implementa
tion of the
system

| Delivery to
I Recipients

Ability to vary payment amounts as needed and
ability to fine tune targeting

Ability to prevent duplicate payments

Administrative costs to be kept to a minimum

Quick roll out

Ability to provide authentication and security
features

Ability to segment value into different purchases
(eg. food vs utility etc.)

Ability of recipients to use the funds for a diverse
range of payments and purchases (if not in cash)

Easy access to cash by recipients

Equitable access to channel/technology

100% Cash Out

Yes

Yes

Yes

Yes

Yes

No

Yes

LIRNEasia

‘*.xi\\\\\:‘ Pro-poor. Pro-market.
With the rise in the rate of inflation in Sri Lanka, and the fluctuating prices of

commodities in the global markets, ability to qwckly vary cash transfer amounts will
be crucial

A digital data stream that can track and analyze spending patterns can help fine-tune
the payment system (specially in the case of a conditional transfer system)

Need to rationalize mulitiple databases and create a single policy and payment
mechanism

Currently, the estimated cost of administering existing programmes such as
Samurdhi is about 25% of total allocation. Admin costs need to be low so that more
funds can be transferred to the poor.

The rapid rise in the prices of fuel, essential food etc means that quick roll out is
essential to cushion some of detrimental impacts on the poor

In order to ensure imitation of fraud and leakage adequate security and
authentication features need to be implemented

While HIES provides a breakdown of average spend across the income deciles, these
are likely to change as the poorest households put in place various expenditure
reducing methods in order to deal with the rising prices. As such, segmented wallets
should not be introduced at this point of time.

While this will provide greater choice for cash recipients, it will take time to sign up
new providers to the system and this should not prioritized at this point of time.
ForthemTore, theTetiprermtsTray ot rave trreskmMisTegqumedrtor mmake oseoftme = =
facility at this point.

l
Cash recipients should have the access to the largest possible network of cash out '
points. A combination of banks, ATMs, modern trade outlets and mobile money cash |
out points will provide the largest network and reduce transaction costs such as I
distance travelled and time I

l

l

Technology and channels to distribute the cash should be equally accessible to all. It
should (ideally) not require purchase of new equipment (like a smart phone). The
channels should minimize travel time for recipients. Existing marginalizations should |
not be made worse due to the new system l

Research shows that poorer segments of Sri Lanka use cash for all their purchases be |

—tfoed ttHtresete: Furthermore, therc-are e facHitresfordeing cashlesstransacttoms=

FAr car/irac crtirh A FranecenArt NanA +A Anciirea Fthatr cr1ifFFfirialnt armant itinte AF ~ach e



ENsuring easier
access to cash

transfers




We consider and compare three delivery system

fIRNEaS|a

Pro oor. Pro-market.

cash transfers (many other systems may be possi

Requirement of a

Current system
new system

Modern trade outlets to
cash out

Mobile money (cash-out via top-up
locations incl. Modern trade)

Good network but somewhat limited

time of day access.
Enable easy ”

access to cash by

recipients
? Post offices (4,195) during their work
hours>.
Enable Equitable
access to Access not dependent on

access channel/te technology
chnology by all

Enable 100% Cash

Out Yes
With enforced savings

Payments have to be accessed via
Samurdhi banks (1,050 branches),

Limited.
Only 1,113 retail locations'.

Access highly uneven .
Only 25% of retail through
this channel.

Yes.

Need to ensure sufficient
cash is available at the
cash out points

High

Geo penetration of mobile money cash-out
points (3,282)2. (Expansion of locations—to
include most banks—could result in over
5,442 cash-out points)

High access

Household mobile phone ownership is 97%
and can be done with 2G technology.
However, there are some gaps in urban vs
rural and male vs female mobile phone
ownership, which is particularly relevant for
select types of welfare.

Yes.
Need to ensure sufficient cash is available
at the cash out points

Footnote 1) Sum of Arpico+Cargills+kKeels+Satosa; 2) 3,282 EzCash + mCash outlets; 3)Post offices from National Payments Bulleting Q3 2021, https://www.cbsl.gov.lk/sites/default/files/Payments_Bulletin_3Q2021_e.pdf 68



Pro-poor. Pro-market.

Of the two proposed systems, using mobile k‘@“\\.\\?}lRNEasia

money provides greater cash-out points

Cash-out points

Samurdhi programme Modern trade outlets Mobile money Mobile money (with expansion)
(supermarkets)

Samurdhi Bank 1,050 Arpico 72 eZ Cash 1,546 Current 3,282
Cargills 475 Dialog Ser.V|ce Points 110 Potential expansions 2160
Keells 128 Commercial Bank ATMs 266
Bank of Ceylon 516
Sathosa 438 Sampath Bank ATMs 249 :
C icati 921 Cargills Bank 25
ommunications DECC Bank 162
mCash 2,251 Hatton National Bank 167
Mobitel Touch Points 61 National Development Bank 155
Commercial Bank ATMs 266 Nations Trust Bank 133
Sampath Bank ATMs 249 People's Bank 806
Communications 1,675 Seylan Bank 196
Total 1,050 Total 1,113 Total 3,282 Total 5,44
2
Note: Note: Note: Note:
* Only 932 locations could * Only 966 locations could be * Only 2,624 locations could be * Only 4,745 locations could be
be extracted for our analysis extracted for our analysis extracted for our analysis extracted for our analysis

» Each location is only accurate to its DSD
» The exact locations within each DSD

were simulated based on the population
* Methodoldgsthimion&d high-resolution (30 m) population density maps (https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps); 2. Calculated the number of Samurdhi banks per DSD;
3. Randomly generated an equivalent number of locations for each DSD weighted by its population distribution

Sources: Samurdhi Bank; Arpico; Carqills; Keells; Sathosa; Dialog Service Points; eZ Cash Communications; Mobitel Touch Points; mCash Communications; Commercial Bank; Sampath Bank; Bank of Ceylon; Carqills
Bank; DECC Bank; Hatton National Bank; National Development Bank; Nations Trust Bank; People's Bank; Sevlan Bank

69


https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps
https://www.samurdhi.gov.lk/web/index.php/en/contact-us/test.html
https://www.google.com/maps/d/viewer?mid=1dLga5zeik4g5Rdjx5UTMNaLj0Xc
https://cargillsonline.com/
https://www.keellssuper.com/StoreLocator
https://lankasathosa.lk/
https://dlg.dialog.lk/support/find-a-store
https://www.google.com/maps/d/viewer?mid=17iH9HEo-jcNo7e2JsLLpSujYrEY&ehbc=2E312F
https://www.mobitel.lk/store-find
https://www.mobitel.lk/sites/default/files/files/mCash_Retailers2003%281%29.pdf
https://www.combank.lk/branches
https://www.sampath.lk/en/branches/locator
https://www.boc.lk/index.php?route=information/ournetwork
https://www.cargillsbank.com/branch-atm-locator/
https://www.cargillsbank.com/branch-atm-locator/
https://www.dfcc.lk/branch-locator/
https://hnb.net/branch-locator
https://www.ndbbank.com/branch-locator
https://www.nationstrust.com/branches
https://www.peoplesbank.lk/branch-and-service-centers
https://www.seylan.lk/branch-locator

Mobile money cash-out points are more widely | . urngasia
dispersed and have the potential to further expan on
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These (mobile money cash-out points) i\ mnast
match population density
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The recipients will incur lesser transaction %\\\ LIRNEasia
cost (travel cost and time etc.)

Number of cash-out points and distance needed to travel by socioeconomic deciles

SNUMDar of Cash-out ponts *MeIn distance in km

LMos

L

104102103 103
Q ] o 7

T 937 40
850

255

6§23 530 530
&62

566
‘ ! d 3 4 5 & 7 8B 9

Socio economic indicator deciles*

* Methodology: 1. Developed a socioeconomic index based on 2011/2012 census data

(https:/lirneasia.net/2020/01/mapping-poverty-and-wealth-an-alternative-socioeconomic-index-for-sri-lanka/); 2. Split the population into deciles based on the socioeconomic index, where
the Ist decile represents the poorest and the 10th decile represents the richest; 3 Obtained high-resolution (30 m) population denS|ty maps
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https://lirneasia.net/2020/01/mapping-poverty-and-wealth-an-alternative-socioeconomic-index-for-sri-lanka/
https://dataforgood.facebook.com/dfg/tools/high-resolution-population-density-maps

Evidence seen in implementation in Niger. Recipients travelled @ilﬁﬁﬁmsia
cash out m-wallet transfers ; waiting time was 8x less (compark NpG P
manual system)

Case study: Zap Mobile Wallet Cash Transfer
Programme in Niger

Transaction costs around collecting cash * Study type: Randomized Control Trial
transfer « Control group: Manual cash transfers. Recipients
informed of date and location of cash transfer through
4 phone call; recipients travelled to location and obtained

cash.

Treatment group: Transfers through a mobile wallet (Zap).
Recipients informed that transfer had arrived to mobile
wallet through special beep. Recipients travelled to an
m-transfer agent and cash out the funds.

1.78

 Impact on distance travelled to collect funds: \While
those collecting manual cash transfers had to travel ~2km
each way, those cashing out funds from mobile wallet had
to travel ~1km each way, halving the distance travelled.
This in turn also halved the time spent travelling to
obtaining the funds.

0.5

Distance (km) to cashpoint ~ Waiting time (hours) at cashpoint * Impact on waiting time: The waiting time to collect funds
also reduced significantly. The waiting time for cash
program recipients averaged four hours per cash transfer,
as compared with 30 minutes for Zap recipients.

*Manual cash transfer »Mobile wallet transfers (Zap)

Source: Aker, J.. Bomnijel, R.. McClelland, A. & Tierney, N.
(2016) 73



https://www.povertyactionlab.org/sites/default/files/research-paper/4277_Payments-Mechanism-and-anti-poverty-programs_Aker_Nov2016.pdf
https://www.povertyactionlab.org/sites/default/files/research-paper/4277_Payments-Mechanism-and-anti-poverty-programs_Aker_Nov2016.pdf

Using mobiles for household level payments is practical: OWWSMPEas-a
at household level is 97% . Fro-post Pro-market

Mobile phone ownership
(% all households)

3%

Q: Please tell me about the availability of the following items in your household that are available for all members to use. Does your household have a

\WREEN- RIS HS (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% 74


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

82% of households had access to a bank accounii\ So
mobile + bank cash out has good coverage “\\’\\l‘

Pro-poor. Pro-market.
Households with access to bank accounts (% of households)

21%

Western Rest
Province Sri Lanka

Q: Does anybody in this household have a bank account or access to one in any other way? Please do not include banks such as SANASA, Samurdi,
Barwadyariseholds (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% 75


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

77% of households that receive social grantsor ,
benefits from the state had access to a bank acé&&ht“%-mm

Households that received social grants or benefits from the state
o)
(% of households) 30%

of households received regular grants from
the government

77%

of households received regular grants
from the government had access to a

bank account

did not received regular grants
from the government

23%

of households received regular grants
from the government did not have access

to a bank account

Q: How many people in this household receive regular social grants or benefit (welfare) from the state (eg. disability, unemployment, veteran, child support,

ERasn iR s3FMHERRE and households (n=2,501) 76

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

In spite of the high ownership of mobiles at househol@%gv.e.l.fasia

cash remains the only mode of payment for food for po
households

Mode of payments for purchase of food for the household
(% of households)

sCash »Credit or debit card vinternet or mobile banking *Mobile money

4%

4%
L bty )
Sn Lanka SECA SEC B

Q: Think about the ways you ever made payments when purchasing food for your household. What are those payments Methods.

Base: All households (n=2,501)
Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%

\%Pro-poor. Pro-market.
er
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https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Pro-poor. Pro-market.

Similarly, cash is the only mode of payment for utility;‘@\\\\g LIRNEasia

bills for poorer households

Mode of payments for pay for utility bills in the household
(% of households)

sCash »Credit or debit card vinternet or mobile banking *Mobile money

99% 28%

B86%

5%

2% 0% : 0%

Sri Lanka SEC A SEC B

Q: Think about the ways you ever made payments when paying for utility payments for your household. What are those payments Methods.
Base: All households (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%
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https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

A mobile based delivery system should still |
provide a cash-out option (instead of only 1*‘\\\x§‘,%!-'p‘oﬂﬁi§ﬂ3
digital payments)

* The eco-system beneficiaries deal with cash heavy transaction eg: In Sri
Lanka, 11.4% of non-food expenditure of all iIncome groups is on
transportation. Transportation services are cash based. (HIES, 2019)

» Cash is used for other saving schemes (eg: Seettu, livestock) (“In Kenya, many
people prefer cash when contributing to local savings groups known as
chamas, because in the public meetings, it is better to display one’s
contribution (lazzolino & Wasike 2015).

* Individuals may lack the skills and knowledge to conduct cashless
transactions

e Indivvidiials mav not be aware o chle =lan
Therefore any cash transfer system requires a 100% or majority cash out ability at

least in the short to medium term



Many ways of targeting (who is g eneasia
included/paid vs who is not)

» “Universal payment” - Include anyone who belongs to a identified category/
- Targeting by age (e.g. all those above the age of 60)
- Targeting by geography (all those living in area Y where a flood occurred)

- Targeting by other characteristic (e.g. all female headed househols).

- Usually not possible in developing countries due to resource constrains (too many
people qualify; too little money is available)

» “Means tested” — based on assessment of household income and/or wealth OR
based on proxy indicators

« “Community based” — implemented by an elected or imposed committee or
community

- Usually inclusion and exclusion criteria specified by someone else; the
committee/community implements the program
« “Self targeting” — design of program where only the poor will want to participate
- E.g. work-based cash transfer programs (conditional cash transfers)
- Hard to find ways of self targeting
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Current act (& many cash transfer programs) use&\ DV Easia
means testing (PMT) to target who gets benefits

» Measuring income/expenditure is difficult

In developed countries, tax records are a good indicator of income; but not in LK

« Common approach is to use Proxy Means Testing (PMT) to target

Survey [ find a set of variables that are a "good “predictor of income or expenditure

E.g. ownership of certain good (car, motorcycle, three-wheeler), education level of
household members etc.

Good In the absence of better methods

« PMT Is good In absence of better methods. But has problems

Sources: https://www.nature.com/articles/s41586-022-04484-9 ;

Survey design and implementation errors (a problem of all surveys)
Based on infrequent surveys (income changes much faster)
Based on past wealth and income, not current (people in big houses could be poor)

Often, insufficient nuance in what is taken into account (e.g. a fishing boat that is
owned Vs its age; education level of a person vs employability/earning ability)

May create distortions in Consumptlon. l.e.a “tax” on Consummg certain goods

31



Better Targeting of Cash Transfers using %‘\\\\g LIRNEasia
non-traditional (digital) data?

» Research shows variables created from mobile phone data to be predictive of
economic status

 COVID-19 cash transfers in Togo based on machine learning and phone data
- Reduced exclusion errors up to 21% compared to geographic targeting'
- But using traditional survey data to train machine-learning algorithms to recognize
poverty in mobile phone data (CDRs)
* LIRNEasia's own work
- Cth’?WS granular level identification of wealth estimates using mobile CDR and other
ata
* Can be done often or close to real time

» Could be less distortionary — data residue collected while people are doing their
transactions/activities unrelated to the social safety net payment

* Above based on pseudonymized data (from phone operators) + other data
(Google night lights etc.)

* But sign-up for cash transter could include phone number to enable individual
or specific household targeting


https://www.nature.com/articles/s41586-022-04484-9
https://blogs.worldbank.org/opendata/hidden-potential-mobile-phone-data-insights-covid-19-gambia
https://www.calpnetwork.org/wp-content/uploads/2021/03/CaLP-Case-Study-Remote-Targeting.pdf
https://reliefweb.int/sites/reliefweb.int/files/resources/mercy_corps_cash_transfer_programming_toolkit_part_1.pdf
https://www.poverty-action.org/study/using-mobile-phone-and-satellite-data-target-emergency-cash-transfers-togo
https://www.files.ethz.ch/isn/110039/pb27.pdf
https://cdn.odi.org/media/documents/3924.pdf
https://lirneasia.net/2018/07/predicting-population-level-socio-economic-characteristics-using-call-detail-records-cdrs-in-sri-lanka-research-paper/

Challenges




Pro-poor. Pro-market.

Individual mobile ownership is 78% %NLIRNEasia

Mobile phone ownership
(% of age 15+ population)

53%

Q: Do you own a mobile phoneg?

Base: All respondents (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% 84


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

LIRNEasia

Pro-poor. Pro-market.

There are significant gaps in mobile phone ownership; especially V\(th
respect to employment, age, education and income ‘&\\\\g

Mobile phone ownership (% of age 15+ population)

Male Urban Employed

Rural
22%

Unemployed

28% -
™

mploymen

Female
26%

)

Gender

10% gender gap 1% urban/rural gap 19% employment gay
1595 Tertiary SEC A
- SECB
26-35 Secondary SEC C
Primary SEC
None SECPB

33% /\

L wv, T ﬂ%
Socio

Educatio economic

lassificati

N

30% gap between

. 42% gap between
highest and lowest

22% gap betweer
highest and lowest .

highest and lowes
Q: Do you own a mobile phone?

Base: All respondents (n=2,501) _ S _ _ 35
Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

LIRNEasia

Huge disability gap in mobile ownership g HRNEast:

. . 2018 survey findings
Mobile phone ownership

(% of age 15-65 general and PWD population)

General population

Persons with disabilities

59%
disability g

68%
. e i e e e 1
Q: Do you own a mobile phone? Mobile phone owners Mobile phone owners with I
. disability
(% of general population) - (% of population with disability) :
|

phone ownership (%) Mobile phone owners

I
|
Base: General PWD | Disability gap in mobile_
|
I (% of general population)

All respondents 2,017 402

Source: LIRNEasia AfterAccess survey, 2018. Representative of all households, age 15-65 and person with disabilities population in Sri Lanka.
General population survey with a +/- 3.3% margin of error at 95% confidence interval and persons with disabilities survey with a +/- 6.8% margin of error at 95%

PR o - T |

386


https://lirneasia.net/2022/03/ict-access-and-use-in-sri-lanka-and-nepal-quantitative-study-findings-research-report/

Only about 46% of the age 15+ population own smartphones; ANY. \Easia

solution should be compatible with basic and feature phonesy: o e

Type of mobile ownership
(% of age 15+ population)

Any solution has to work for basic and feature phones too

Q: What type of a phone is it?

Base: All respondents (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% 87


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

While coverage of mobile phones are high at household Ie\@ S, thergla
Is still a small percentage of unconnected households N oo romere

Mobile phone ownership
(% all households)

3%

household have a vvorkmg 7? (Mob|le)
Base: All households (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%
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https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

There are even higher gaps in smartphone ownership;

respect to, age, education and income
Smartphone ownership (% of age 15+ population)

especially w\'th
Wi

LIRNEasia

Pro-poor. Pro-market.

Male Urban Employed
Rural Unemployed
Female
=
55% 56% 0
GCender - Urbanity, S Employmen
4% gender gap 20% urban/rural gap 14% employment gafy
15-25 Tertiary SEch
26-35 Secondary
36-45 Primary SESCEE
46£§ None SECPB
A I~—% /ﬂ\
: m - =
Socio
Educatio economic
Age N classificatio
1% -
Has 90%

73% gap between
highest and lowest

89% gap between
highest and lowest

Q: What type of a phone is it?
Base: All respondents (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95%

60% gap betweel
highest and lowe:

89


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Despite the high mobile phone ownership, the overal\

use
of mobile phones for financial transactions (inc:ludiné\\\\i‘,H—'p*o!r“-Ef?nfrﬂe"E
cash-out) is low

Use of mobile phone for financial
transactions
(% of age 15+ population)

Other -2%

5 O/O Easycash -2%

Mcash Il%

of the age 15+ population use
mobile phone for financial e o4
transactions®

Effort is needed to increase the awareness and use in a short period of time. But

“This ex benefit payments via mobile will have a natural push effect

banking.y ever use mobile phone for financial transactions: to send or receive
B¥=BEXH respondents (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% 90


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

33% of the respondents unaware of locations of ‘&‘\\\\Eﬁ LIRNEasia
mobile money cash out locations

Perceptions - time taken to get to nearest financial services
outlet(% of respondents)

sLess than 5 minutes *Between 5-15 minutes “Between 16-30 minutes *More than 30 minutes *Don't know / Never

used
21%
h

Bank Branch ATM Machine Mobile Money Outlet

40%

35%
33%

30%
‘ 28%

20% 99

Source: National Financial Inclusion Survey, 2018 (n= =l


https://www.cbsl.gov.lk/sites/default/files/cbslweb_documents/NFIS%20Summary_%20English_2.pdf

Overall low level of digital skills; Clear lack of skills
especially in making payments via online or via mobﬂ‘R LIRNEasia

phone

Digital skills
(% of age 15+ population) e

sYes, by myself aNo ~“Not aware of these

Q8% 47 47% AT S0% S1%

ﬂ__________________

Post any information  Search for information Install an application on  Create log-in details Locate and adjust I Make a payment or
on the Internet/online or other content on the mobile phone (user) and a password settings on an domplete a transactio
Internet/online tO use a particular application or service ! online or by mobile

. |
-crvnce or a wcb..lte on mobile phone :. I

Sighing up may need to involve training and awareness raising

Q5: Can you post any information on the Internet/online. This can include commenting on something that you see, or posting or sharing

Base: All respondents (n=2,501)
Q6: Can you make a payment or complete a transaction online or by mobile . If yes, can you do it yourself or with someone’s help

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% o2


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

As with any data-heavy analytical methods

LIRNEasia

using personally identifiable data, care has to “%\\\xit

be taken

* Privacy of beneficiary recipients has to be managed.

» Other studies have take precautions such as:

- Data minimization: onl%.a.bsolutely necessary data to be collected and stored (e.q.
variables related to mobility, top up, but not web browsing data)

- Data analyzed by independent team (gov doesn’t have access to phone data)
- Derived poverty scores not shared with government.

- Only the details (list of SIM cards) of those identified/qualifying for social payments
given to government at regular intervals. .

- Sunsetting: purging data at regular intervals
- Technical solutions: federated learning and differential privacy methods

o Reeﬁesentativity and Inclusion: 3% households don't have phones. Need data
on them

* Access to data: access to mobile phone data owned by private operators is not
guaranteed

 Household vs individual: Current research shows digital data better at
iIndividual poverty targeting than household level targeting

Sources: https://www.nature.com/articles/s41586-022-04484-9 ;
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While using mobile phones for cash transfers will provide gr; %?!B,!ﬂ&?nﬂg
access to recipients, the challenges cannot be ignored

* EXisting marginalisations cannot be made worse

- The unemployed, females, senior citizens and those with only primary or
Nno education are less likely to own a mobile phone.

- IMobile phone ownership among individuals with disabilities is significantly
ower

 Smartphone ownership remains below 50%: solution has to work on
all phones

* 3% of households do not have a mobile phone —what data from
them?

» Collect only necessary data and ring-fence to preserve privacy and
avold scop creep (using the data to make other decisions)

* Digital skills need attention
» Use of mobile phones for financial transactions low but pavino

Cash transfers using mobile phones will provide greater access to most recipients, but it

cannot be the only solution in the short and medium term



Trust, coverage and use main concerns about mObiI%\\\QIP.IRNPEasEa
transfer system in Mexico \

Case study: Prospera Digital Mobile Wallet Cash Transfer Programme
in Mexico

Context Findings
The Mexican government was 44% of respondents claimed they would use the mobile wallet to

looking to use a mobile wallets obtain cash transfers if it were offered to them. Likelihood of being
to disburse funds for their open to the mobile based solution changed based on age, and
longstanding Prospera years of experience using a mobile phone

prog ramme. A su rvey was Key concerns
undertaken to understand

potential uptake. — |- ((( )))
$ A

Data and methodology

2\

Findings from national Trust Coverag Skills
: : : e .
randomized f|e.ld.sur.vey with What if | What if can't What if |
19,000 beneficiaries in 34 , : I make
N : don't receive make d stk
localities in the Mexican states the money? payment due mistakes
of Puebla, Chiapas, and to network when making
Yucatan during the spring of failure? a
2017. transaction?

Source: Mariscal, J. & Rojas-Lozano, D

(2020)
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https://itidjournal.org/index.php/itid/article/download/1748/1748-5558-1-PB.pdf
https://itidjournal.org/index.php/itid/article/download/1748/1748-5558-1-PB.pdf

In summary xxi\\\g LIRNEasia

* The need for and immediate and improved cash transfer system in Sri
Lanka Is clear

* Evidence shows unconditional cash transfers work very well

* Mobile phone based, technology-enabled solutions work
- Existing delivery channels can be utilized
- Higher reach/ease of access by recipient

- Ability to avoid some of the problems of proxy means testing based targetting

* But this is a social problem with a small technology component (as
opposed to a "deployment of technology"). Need to understand

- ghose who are marginalized (digitally and otherwise) must be accounted for in
esign

- Household dynamics that can change with introduction of new payment
mechanisms

- Need for feedback loop once implemented



Thank you
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Rs. 5000 grant: funds earmarked several tim\ S Neasia

response to COVID-19 crisis

* Grants disbursed for marginalized

Financial

roups in A rll 2020 Ma 2020, arget grou umber of recipients allocation

d | |Ocatio Nns & b rea kd OWDS) High level allocations by month as per Cabinet papers
Cabinet paper seeking allocations for April 2020 7,400,000
° Cabinet ki Il ti for May 2020 5,144,046
U-n C | car h oW over | d pS betwee N Tstallnaellopczft)iirns%er X;)?ilaa r?;al\/:g; S2002r0 aiyper Cabinet
different target groups were papers

expected to be addressed in 2020.
° |n Aprll 202", the pMO Clariﬂed that Breakdown of allocations (presumably for May 2020)

households with elderly and T —— 798,293
Samurdhi hOlderS were ﬂOt e||g|b|e Individuals on Samurdhi waiting lists 731,974
to receive 2 payments . 3 m | | | ion Low income families identified by rural committees 1,924,968
households e||g|b|e for scheme in Families who lost livelihoods due to COVID-19 688,892
2021. Senior citizens 629,214

Persons with disability 123,641
Of a Ctu a | ta rg et| N g an d Senior citizens over the age of 100 489
disbursement success. Howevet, Persons with kidney ailments 44,291
COVI D+ d ata Sh OWS pOO r ta rg et| N g) .Senio.r.citizens, PWDs anpl persons yvith kidney ailments

identified by rural committees (not in list above) 71,383

Sum of breakdown 6,013,145

Difference - sum of breakdown vs total allocation for May
Source: Department of Government Information — News.lk, including calculations

by author

37,000m
25,720m

62,720m

8,991m
3,660m
9,625m
3,444m
3,146m
618m
2m
221m

357m
30,066m

4,345m

\.\& Pro-poor. Pro-market.
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ro-poor. Pro-market.

In the Estate sector food & non-food ratio is almossgy&guqalasia

Food and non-food

w Food ratio (%) [ Non-food ratio  [Mielerebibsrripretiichiviinr -
(%)

Urban 35! 64.9

Rural 36.9 63.1

Estate 50.9 49

Percentage distribution of average monthly household expenditure on major non-food expenditure

(] [ ] [ ] ([ ] - [ J
Sector Housing Fuel & light | Personal Transport Comm. Education Cultural HH Clothing, HH durable | Miscellaneo | Other Liquor,
care & activities & | non-durabl | textiles & goods u adhoc drugs &
Health entertain. e goods & foot wear tobacco
expenditur HH services
e
4.8 6.3 3.0 6.0 2.9 2.5 3.0 13.5 9.2 1.6

Urban 26.7 : . 10.4 : : 10.3
Rural 19.2 S.1 0.0 11.9 2.7 5.8 2.1 1.6 4.5 1.4 16.0 10.6 2.4

Estate 19.4 7.5 ©.] 9.9 29 5.0 1.5 2.0 7.3 8.7 12.0 5.6 12.2

Source: Household income and expenditure survey 2019 101



Pro-poor. Pro-market.

Using mobiles house-hold level payments is practical: ownﬁ\xshinR at
household level is 97% \\xit

Mobile phone ownership Mobile phone ownership
(% all households) (% of age 15+ population)
3%

53%

97%

Q: Please tell me about the availability of the following items in your Q: Do you own a mobile phone?
household that are available for all members to use. Does your

household have a working...? (Mobile)
Base: All respondents and households (n=2,501)

Source: LIRNEasia COVID impact survey, 2021. Representative of all households and age 15 and above population in Sri Lanka with a +/- 2.8% margin of error at 95% 102


https://lirneasia.net/2021/12/digital-sri-lanka-during-covid-19-lockdowns/

Expenditure on fuel & light (part of utility w\\\\g

payments) is significant in lower decile groups

Percentage distribution of average monthly household expenditure on major non-food expenditure groups by national
household expenditure decile

LIRNEasia

Pro-poor. Pro-market.

Decil Expenditure decile Total Housin | Fuel | Personal Transport Communicatio Educatio Cultural Household Clothing  Househol Other Other Liquor,
c g & care & n n activities and non- , textiles  d durable  miscellan adhoc drugs

group light Health entertainmen durable & foot goods eous (rarely) &
expense t goods and wear expenses expenses tobacc

S household o}

services
(%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%)
Sri Sri Lanka 100.0 213 5:1 6.5 1.4 2.8 59 23 1.8 4.1 11.0 15.2 10.1 2.3
Lanka
1 Less than or equal 100.0 40.8 12.6 10.9 7.8 3.2 1:5 1.3 3.4 53 1.5 3.6 2.9 5.2
20140

2 20141 - 27588 100.0 353 10.7 9.6 10.1 3.7 4.2 1.7 3.0 6.2 2.1 5.6 3.3 4.6

3 27589 - 33972 100.0 31:5 9.2 9.6 1108 3:5 9:3 1.8 2:5 6.5 2.8 7.6 3.7 o1

4 33973 - 40380 100.0 297 8.8 8.8 11.9 3.6 6.1 1.8 2.3 6.4 34 8.9 4.1 4.5

5 40381 -47544 100.0 276 7.9 8.6 118 3.5 6.6 : 4 2.0 6.2 4.4 10.6 4.9 4.3

6 47545 - 55634 100.0 26.6 7.0 7:5 12.6 3:2 6.7 2.0 17 5.8 5.4 12:5 5.4 35

7 55635 - 66761 100.0 24.5 6.4 7.6 12.1 3.2 6.9 1.9 1.6 5.5 7.2 14.0 5.9 3.2

8 66762 - 82858 100.0 23.6 5.5 6.8 12.4 3:2 6.8 2.2 155 4.8 77 16:3 6.7 25

b 82859 - 114984 100.0 21.2 4.6 6.6 11.8 3.0 6.4 2.0 1.4 4.2 10.1 1722 9.4 2.0

10 More than 114984 100.0 14.9 2.8 4.8 10.8 2:2 5.1 2.9 1.9 2.3 175 178 15.8 1.1

Source: Household income and expenditure survey 103

2019



Over 90% of mobile money transactions wem\\ggpwmg
pay utility bill payments

In volume terms In value term
Money
Transfers Internet Other
1.9% Institutional Transactions 4.6%

Payments 0.1%

Utility Bill
Utility Bill s Payrtlyents
szomze;ts Purchase Purchase 69.2%
2% Product/ Over Product/ Over
the counter the cognter
0.1% 0.4%
Internet Institutional
Transactions
0:1% Payments
Other 17 22.6%

2.0%

Money
Transfers
3.1%

*Source: Payment Bulletin, 3rd Quarter 2021, CBSL

In June 2012, a mobile network operator obtained a licence from CBSL to operate the first mobile phone based e-money

system, while another mobile network operator was licensed and commenced operations of its mobile phone based e-money 04
system in November 2013.



https://www.cbsl.gov.lk/sites/default/files/Payments_Bulletin_3Q2021_e.pdf

The success of Mobile money “*‘\\’\xi‘ﬁ!-'p‘o!r‘iiﬂ?

* The success of mobile money systems is certainly underpinned by the rapid deployment
and g.rowth of the agent network, I.e,, the end distributors of the Service. This growth and
reliability are associated with a network that is trustworthy, efficient, liguid, and

profitable for the agents'.

* As these agent networks grew and became denser, the distance between a household
and an agent shrink'.

* Greater agent competition is associated with a higher inventory of both cash and
e-money-.

« Some mobile money services have incorporated intentional policies of magdatory agent
turnover every few years to act an additional check against potential fraud-.

This appears to counter

slide 31....

1. Vaughan, P, W Fengler and M Joseph (2013), “Scaling-up through disruptive business models. The inside story of mobile money in Kenya”
2. Balasubramanian, Kand D Drake (2015), “Service quality, inventory and competition: An empirical analysis of mobile money agents in Africa”
3. Stephen C. R and Taylor C. Nelms (2017), "Mobile Money: The First Decade” 105



85% obtained financial services through g pemeasia
bank cashier; 48% used ATMs

Delivery Channels of Financial Services

91%
85% 88%

73%

50%

23%
2% W 3%

Bank Cashier ATM Cash Deposit Post Office Utility Bill Mobile Phone For Mobile Phone For
Machine Payment Machine EZ Cash/MCASH mMOBILE/Internet

Banking

B Usage of various delivery channels B Most common type of transaction at the channel

Source: National Financial Inclusion Survey, 2018 (n=
4800) 106



Withdrawing funds through SLT-Mobitel’s &x%Nkz-ﬁyaizzg
mCash and Dialog eZ cash (Cash Out)

m--=m- & &=

/—l Walk into an \ / . . \ / \ / After the PIN has \ / \
' : Y 1. Provide your mobile Once the Merchant been entered, you The Merchant
authorized number and inform confirms the transaction ' ' ’ will then hand
merchant and the amount of . . , will receive a SMS
request the Cash dt you Will receive a pop-up confirming the over the cash to
o . money you need 1o message requesting for transaction you
ut service withdraw your PIN humber - SN /
2. Walkinto 2. Use cardless \_ -
Sampath, withdrawal service of
K Commercial or / & the ATM

Cargills Bank ATM

107



Easy access to cash -

w\\\\g

Supermarkets Banks Mobile Money

AvgQ. Max. Avg. Max. AvgQ. Max.
SE Location Distanc Distanc Location Distanc Distanc Location Distanc Distanc
Decile Count e e Count e e Count e e
st 262 9.7 42.67 634 5.49 28.86 750 4.95 27.2]
2nd 334 6.76 39.41 797 4.24 22.49 932 3.95 18.71
3rd 372 572 38.71 877 3.46 16.88 1,021 3.32 23.43
4th 415 499 31.76 935 2.98 13.65 1,128 2.70 18.68
5th 444 4.2 33.93 968 2.50 19.40 1,124 2.30 16.66
oth 475 3.18 29.38 968 2.05 10.01 1,124 1.87 10.06
7th 523 2.26 16.70 1,011 1.67 21.13 1,129 1.46 17.61
8th 530 1.60 14.16 968 1.27 6.53 1,038 1.10 6.0
Oth 530 0.98 10.94 1,001 0.90 4.43 1,048 0.80 4.63
10th 471 0.56 20.38 1,031 0.53 20.76 977 0.47 25.4]
All 966 3.99 42.67 2,653 2.51 28.86 2,994 2.29 27.2]

LIRNEasia

Pro-poor. Pro-market.
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1 ~ : \ asia
Comparison of social protection systems “f‘\\\\éﬂ-ﬁyﬁ-mrka-
| Cashtransfers

Unconditional cash Conditional cash In-kind transfers
transfer transfer

Impact on Favors local businesses  Favors local businesses Favors large suppliers at

local national level

communities

Corruption Reduces the risk of Reduces the risk of Susceptible to corruption
corruption when corruption when transferred due to scale and value of
transferred electronically electronically procurement

Agency Promotes Conditions are based on Does not allow beneficiaries
empowerment and anecdotal evidence and the freedom to decide how
self-esteem by placing does not reflect actual best to allocate the
agency into hands of use resources.
beneficiaries

Administratio Cost efficient and Implementing, Procurement and

N COsts economical monitoring and distribution of in-kind

evaluating conditionsis transfers is costly
expensive and inefficient

Source: Socialprotection.org, CGAP

109


https://socialprotection.org/discover/blog/conditional-or-unconditional-cash-transfers-ideology-policy-dialogue
https://www.cgap.org/blog/cash-or-cow-weighing-monetary-vs-kind-asset-transfer#:~:text=Cash%20transfers%20are%20more%20cost,reduce%20the%20risk%20of%20corruption.

Many programmes have had subpar

impact on poverty alleviation

0%

20.5%

0%

-2.4% -0.2%

0%

0%

0%

0%
Pension Samurdhi
No social... Other social...

Source: Department of Census and Statistics (2022)

Fertilizer subsidy

-1.6% | _
-0.8% e

-0.6%

-0.4% -03%

Food & other...
Elderly payment

Other social...

14.3%

All social...

KX‘\\\Q

LIRNEasia

Pro-poor. Pro-market.
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http://www.statistics.gov.lk/Poverty/StaticalInformation/PovertyIndicators-2019

Sri Lanka has a variety of social protection .. ..irneasis
&3 \\\\?& Pro-poor. Pro-market.
programmes

Examples to be added, colour coded by ILO

Social protection Social Protection Floors Framework, Solid
programmes colours for govt funded schemes, outline for

pvt/contributory schemes)

—
Py o g 1

Social insurance Social assistance Labour market
programmes programmes programmes

Social Protection for Public
Sector Workers

Widows, Widowers and Assistance for vulnerable groups Labour market programmes for
Orphans Pension Scheme vulnerable groups

Assistance for low-income families Livelihood development

Social Insurance for Private
Sector Workers

EPF

Emergency assistance

ETF

Social Insurance for Informal
Sector Workers
Farmer & Fishermen
pension schemes

Health Assistance

I Government funded schemes

- SamurdhiSocial Security | Private/Contributory schemes

Sources: Tilakaratna, G. & Jayawardana, S. (2015), World Bank (2017), interviews with key informants and beneficiaries by research team 111



http://www.ihdindia.org/sarnet/wp/SARNET_WP_3.pdf
https://www.worldbank.org/en/news/feature/2017/01/31/srilanka-poverty-welfare-recent-progress-remaining-challenges

Social safety nets crucial to protect most &k‘Nh!-ﬁyaazig
vulnerable; most relevant in times of crisis

2019 3 million individuals (14.3% of the population) living in poverty

2020

2021

2022

5.7 million in need of assistance - 2x those below poverty line in 2019
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Social safety nets crucial to protect most g pemeasia
vulnerable; most relevant in times of crisis

2019: 3 « Fuel, gas & electricity shortages 2022: 57
million TEactng manufcturing & million in
individuals « Employees unable to travel to need of
(14.3% of the | ower work to earn income assistance —
population) income 2X those
living In below
poverty poverty line
in 2019

* Fuel shortages
leading to

« Food scarcity, driven
by fuel crisis &
fertilizer ban.

« Sudden depreciation
of LKR;

« Global inflation

Sources: Department of Census and Statistics — HIES 2019 (2022), United Nations Office for the Coordination of Humanitarian Affairs (2022) 113



http://www.statistics.gov.lk/Poverty/StaticalInformation/PovertyIndicators-2019
https://srilanka.un.org/sites/default/files/2022-06/LKA_HNP_FoodSecurityCrisis_20220609_0.pdf

