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	Project Summary
	This project aims at supporting the Government of Sri Lanka to design and implement social protection responses to mitigate the impact of COVID-19 pandemic on the workers of the tourism sector in the country. It will provide mechanisms to extend social protection coverage and adequate benefits to both formal and informal workers using a combination of contributory and non-contributory schemes, following the international social security standards and principles. Expected outcome of the project will assist the country to overcome the crisis in the short and medium-term and will pave the way to achieve the SDG target 1.3 on social protection in the long-run. 
	



1. Background and Justification
1.1.       Country context and problem statement
Sri Lanka is an upper-middle-income country with an estimated GDP per capita of US$ 4,030 (2019) and a total population of 21.7 million people. Following 30 years of civil war that ended in 2009, the economy grew at an average 5.6 per cent during the period of 2010-2019, reflecting a peace dividend and a determined policy thrust towards reconstruction and growth; although growth slowed down in the last few years.  Real GDP growth rate was 2.3 percent in 2019, an 18-year low, partly explained by the impact of   the April terrorist attacks. The economy is transitioning from a predominantly rural-based economy   towards a more urbanized economy oriented around manufacturing and services.
The COVID-19 pandemic has caused a negative shock in Sri Lanka, which may have an unprecedented social and economic consequence in the country. According to the International Monetary Fund (IMF) and the World Bank, the pandemic has weakened the economic outlook of an already challenging macroeconomic situation of low growth rates and significant fiscal pressures. Real GDP growth rate is projected to be -0.5 per cent in 2020 and as of late July there have been net capital outflows of around US$ 500 million (0.6 per cent of GDP) since mid-February. The domestic currency has also depreciated by about 2.7 per cent against the US dollar around that time. 
The decline in economic activity along with lockdown measures may cause the unemployment rate in the country to increase to between 8 and 11 per cent in the medium-term depending on the severity of the crisis[footnoteRef:1] This is significant increase with compared to the unemployment rate as 4.8 per cent[footnoteRef:2] before the situation. The condition of the informal workers, comprising about 70 per cent of the workforce, is particularly vulnerable as they lack employment protection or paid leave. Measures of social-distancing have a direct impact on activities of the service sector and travel restrictions hurt tourism – a critical sector for the Sri Lankan economy and for employment, with workers in this sector making up 7 per cent of the employed workforce (580,000 workers). In terms of extension of social protection, the country faces even a greater challenge since only less than a third of the population was covered for at least one social protection benefit[footnoteRef:3] before the crisis.  [1:  A Wimalaweera, 2020, “Covid 19 & Beyond- The Impact on the Labour Market of Sri Lanka”.]  [2:  http://www.statistics.gov.lk/LabourForce/StaticalInformation/AnnualReports/2019]  [3:  ILO, World Social Protection Report 2017-19.] 

The country has taken several fiscal measures in response to the crisis for example allocation of up to 0.1 per cent of GDP for containment measures, as well as US$ 5 million (0.01 per cent of GDP) to the SAARC COVID-19 Emergency Fund. Other measures include cash payments of around 0.25 per cent of GDP for vulnerable groups; extension payment deadlines for income tax, VAT and certain other taxes until end of December 2020; partial waiving off income tax arrears of SMEs and a more relaxed payment terms; tax exemptions for masks and disinfectant; additional energy subsidies, concessional loans and food allowances for the poor; and establishment of a Task Force on Economic Revival and Poverty Eradication and a special fund for containment, mitigation and social welfare spending, inviting local and foreign tax-free donations.  
Overall, Sri Lanka requires to manage long-term change and sustainable strengthening of its social protection system to avoid undesirable and serious economic, social, cultural, political and environmental issues. Timely and far-sighted interventions would help avoid  such issues. It would also facilitate designing and extending social protection system which is gender sensitive and disability inclusive. Yet, the lack of any long-term policy  coherence  or  consistency  over  time  aggravated  social  and  economic  issues  such  as  poverty, inequality, deteriorating public services, social unrest, rural urban disparities, ethnic violence, crime, corruption, lawlessness,  environmental degradation and epidemics.

1.1.1    Social protection in Sri Lanka
Social protection in Sri Lanka is provided through a combination of both contributory and non-contributory systems including social assistance. The Sri Lankan social protection system has been successful in covering some important groups of workers and households. Core components of the system include:
· Pensions for public servants and armed forces personnel. These schemes provide retirement benefits, as well as widows and orphans benefits, for workers in these sectors. These schemes are administered by the Department of Pensions, a department of the Ministry of Public Administration, Home Affairs, Provincial Councils and Local Government. Around 14 per cent of the labour force (1.2 million) work in the public sector. 

· The Employees Provident Fund (EPF) and Employees Trust Fund (ETF) are contributory schemes   for private sector workers.[footnoteRef:4] They primarily provide lump sum benefits upon retirement, with additional benefits including housing loans (under EPF) and life insurance, disability insurance and support for specific healthcare need (under ETF). Latest data suggests between 2.6 and 2.8 million workers are active contributors to EPF and ETF, representing around one third of the labour force. [4:  For ETF the contribution (3% of the employees monthly earnings) are made only by the employer. For EPF,
the employer contributes 12% of the employee’s earnings, and the employee contributes 8%.] 


· A number of voluntary pension schemes exist for informal sector workers. In theory the total 1,745,000 members of these schemes represents 21% of the labour force in 2018, although a significant portion of this number are likely not active contributors (including those receiving pensions and other benefits). These schemes include:
· Farmers insurance scheme, as of 2012 there were 161’000 members.
· Fisherman’s insurance scheme: as of 2012, there were 70,000 members.
· Pension and Social Security Benefit Scheme for Self-Employed persons. As of 2019 there were 715,000 members of the scheme for self-employed workers.[footnoteRef:5] [5:  http://ssb.gov.lk/progressE.html] 


· A variety of social welfare benefits exist for poor and low-income individuals and households: 
· The Samurdhi programme provides a number of services and benefits to households identified as poor. This includes a monthly cash benefit of between LKR 1500 and LKR3500 depending on household size. As of March 2020 there were 1,796,655 regular beneficiary households of the scheme, equal to around one third of all households in Sri Lanka.[footnoteRef:6] [6:  Based on 5.4 million HHs in HIES 2016.] 

· Senior Citizens Allowance providing LKR2,000 per month to almost 420,000 people aged 70 years and over living in poverty, equal to around 28% of the population 70 years and over.
· Disability Allowance provides LKR5,000 to almost 85,000 people with disabilities living in poverty.
· Chronic Illness Allowance provides a monthly transfer of LKR5,000 to almost 26,000 people experiencing chronic disease (such as kidney disease)
Despite these important programmes, a significant number of people fall through the gaps of the social protection system. It has been observed that while many workers and households in Sri Lanka are covered or receive direct support from the social protection system – an important proportion are not covered by any scheme. This is particularly the  case  for  informal  workers  in  the  middle  of  the  income  distribution,  many  of  whom  are  not contributing to a social security scheme, but also have incomes too high to receive social welfare grants. Meanwhile,  there  are  well-recognised  issues  with  the  targeting  of  the  Samurdhi  and  other  social welfare grants, which means many of the poorest households are – in fact – without any support.
Existing social protection schemes in Sri Lanka tend to focus on issues of old age, disability, illness and death.  Labour related protections (unemployment, employment injury, maternity and sickness insurance) is presently organized in the form of employer liability that in the face of a crisis of this nature is extremely ineffective. This presents a significant gap in the context of the COVID-19 crisis which has the potential to see significant increases in levels of unemployment.
Adequacy of social protection programmes is also limited across the board. Even though these schemes do not target the employment shock created by COVID-19, they have implications for the crisis. The low benefit levels of schemes relating to old age and disability mean that many recipients need to fill the gap through continued work (where possible) or financial support from family members. The major hit that COVID-19 has on the functioning of the labour market means this job or income support from family members as fall-back options are no longer available.

1.1.2    Impact of COVID-19 in Sri Lanka
As mentioned above the COVID-19 is creating an unprecedented economic shock in Sri Lanka. The crisis combines a shock to supply chains, domestic demand and external markets, resulting from a mix of lock-down measures and a slowing of the global economy. This also comes on the back of a challenging year for the economy in 2019 as a result of the Easter Sunday attacks.
The COVID-19 crisis in Sri Lanka is hitting some sectors particularly hard. While the whole population of the country is being impacted by the crisis, the characteristics of certain sectors make workers dependent on them particularly vulnerable.
· Tourism was one of the earliest sectors to be affected by the crisis as travel restrictions and social distancing have ground the global travel industry to a halt. Depending on the length and nature of the crisis it may also be one of the last sectors to recover.

· The apparel and textiles industry has been hit by supply chain issues (initially from China), a hit to the global export market, and curfews (most manufacturing plants are located in Western Province).

· Transport, including three wheelers, has been hit hard by curfew and quarantine measures. Many in the sector are also heavily dependent on the tourism and manufacturing sectors.

· Many construction projects have been halted, while the industry is affected by supply chain disruptions and import restrictions given many materials are imported (including from China).

· Agriculture is assessed to be less directly affected given that farmlands tend to be outside areas of confinement. Nevertheless, the national and global economic shock, including changes in commodity prices, and falling demand, would put some of the export-oriented sectors being more vulnerable. For example, increases in the prices of imported fertilizers such as Urea may negatively affect agriculture production leading to a rise in CPI inflation. 
The tourism and apparel sectors are likely to face a particularly sustained impact. The global tourism industry has effectively ground to a halt, and myriad of travel restrictions and lock down measures mean that the industry may well not begin to recover until 2021 or later. Meanwhile, lockdown measures are restricting access to clothing shops in many of Sri Lanka’s core export markets, while the economic downturn is hitting consumers’ disposable income.
This is of significant concern for Sri Lanka given the important contribution of these sectors to economic output, and job creation.

1.1.3    The Tourism Sector
The Sri Lanka tourism industry is the third biggest Foreign Exchange earner with a total earning of $ 4.4 billion in 2018 and $ 3.7 billion in 2019 (SLTDA, 2020) that has got the worst hit among other top foreign exchange earners including foreign remittances, textile and apparel, and tea.
The government of Sri Lanka had ambitious plans for the tourism industry which very likely now will not be met. Prior to COVID-19, the plan was for the sector to attract six million tourists by 2025 and earn $ 10 billion income. Additionally, the target of achieving 3.5-4 million tourists and earning $ 5 billion in 2020 is highly unlikely considering the present spread and growth of the pandemic. Although the Asian Development Bank estimated at the beginning of March the decline in tourism revenues for Sri Lanka could range from $ 107 million to $ 319 million, the real loss of income could be much higher than the forecast since the situation has been protracted over a period of time.
According to the Annual Labour Force Survey 2017, an estimated 7 per cent of the labour force work in the tourism sector, or about 580,000 people.   According to SLTDA statistics in 2018, 169,003 and 219,484 people were employed as direct and indirect employees respectively by the tourism industry.[footnoteRef:7]  As of now, a vast majority of these workers are temporarily unemployed due to the closure of hotels and restaurants, airlines, travel agencies, tourist shops, etc.  This has made a significance impact on the families who were totally depending on tourism across the tourism value chain. The impact is felt worse in the domestic tourism sector which is largely operated by small and medium enterprises. This includes family run tourism businesses (transport, guesthouses, eateries etc.) or those by female entrepreneurs, and employ staff form within their localities. Overall, there is a significant impact on tourism sector jobs  including  direct  and  indirect  way  and  insecurity  of  their  income  and  livelihood  due  to  this pandemic. [7:  ALFS data includes workers also in the informal sector while the SLTDA data only captures those employees in the formal sector. Hence the discrepancy in the figures across the two datasets.] 

Tourism  in  Sri  Lanka  is  not  year  round  with  tourism  peaking  for  approximately  six  months  a  year. Presently no employment protection schemes exist to offset unemployment during non-peak season for a large number of tourism sector workers. In the formal sector, large scale hotels and tourism industry are covered by the private sector social security schemes - Employers Trust Fund (ETF) and Employees Provident Fund (EPF). However, a majority of workers in the sector are either self-employed or contributing family members. As such, once their businesses are affected with a crisis such as COVID19, they have no jobs or income security.

1.1.4    Response measures
The Government of Sri Lanka has recognized the urgency to respond and taken significant action to extend short-term social protection measures for vulnerable people. However, tourism sector workers are not included. As part of the relief measures, the annual renewal of the guide license fee for the year 2021 will be waived for all tour guides. As outlined below, the response particularly centres on the provision of a benefit of LKR 5,000 (approximately US$ 27 running for two months to date with no clarity on its continuation) to a range of existing and newly registered beneficiaries for a variety of social protection programmes.  The different measures announced include the provision of benefits to around 5.7 million beneficiaries through the following initiatives:
· A one-off payment of LKR 5,000 to groups including:
· Samurdhi (1,798,655 existing recipients, plus 600,339 new)
· Senior Citizen Allowance (416,764 existing recipients, plus 142,345 new)
· Disability Allowance (84,071 existing recipients, plus 35,229 new)
· Farmers registered under the Farmers’ Insurance Scheme (160,675)
· Kidney patients (25,320 existing recipients, and 13,850 new)
· Others identified as at risk, identified by Public Health Inspectors, Social Services, Development, Samurdhi Development, Agricultural Research Development and Family Health Service Officers and District Secretaries.

· Thriposha and other nutritional supplements for expectant mothers and families with malnourished children.

· Relief on lease instalments for 1.5 million self-employed persons, including owners of three- wheelers, trucks, school buses and vans and self-employed motorists.

· Reliefs provided for private businesses not in a position to pay employees’ wages due to the prevailing economic hardships.[footnoteRef:8] [8:  The Hotel Association of Sri Lanka (THASL) requested from Government that Rs 6B grant from government as a wage support grant to pay hotel workers’ salaries as the tourism industry has come to a standstill owing to COVID 19 –https://ceylontoday.lk/print-more/56565.] 

The analysis of the announced measures has shown that while over 90 per cent of the very poorest households (decile 1) should benefit, the package would not reach around 60 per cent of those in the middle of the income distribution (deciles 4-7). Many of these households live close to the poverty line meaning that, while they are able to make ends meet in normal times, they can easily be pushed into destitution by COVID-19. An important portion of those left out of the package are likely to be workers in sectors hardest hit by the crisis. For example, the package reaches only a third of households in urban areas, and covers fewer workers in manufacturing than in other sectors.
Payments have been made in the month of April and an extension to the month of May has been announced, at the time of the production of this document.Under the second time lockdown period (from October onwards) the 5000.00 LKR payment has extended to the families those who are in quarantine and under curfew situation. 
Due to the weaknesses in the national social protection system – which, even before the crisis, excluded the majority of its intended recipients as well as those in the missing middle– and challenges in identifying self-employed workers, the UN’s initial analysis suggests that 34% of households may be excluded from support while 38% of households may receive more than one package of support. Nearly a third of children and over-70s, and around half of all single parents/caregivers, are likely to miss out on support.
In fact, there are some gaps in transfer value as flat payment of LKR 5000 per household means that the effective value of the transfer per person varies across different sizes of household. The fact that many households affected by the crisis will miss out on support without understanding the reason, alongside the low level of per capita payments, may lead to confusion and resentment and enhance the risk of social unrest. The UN recommendation in terms of immediate response is to provide families with LKR 3,000 (approximately US$16) per child per month (0-18), provided to the female caregiver where present, while older people (65+) and people with disabilities (0-64) to receive LKR 7,000 (approximately US$ 38 per month). This represents an investment of around LKR 233 billion (1.5 per cent of GDP) over six months. The package will be strongly pro-poor and provide support to 86 per cent of the population, either directly or indirectly.
Industry wise, the Government has initiated some relief provisions such as tax relief. But so far, there is no relief package ensuring job and income security.

1.2.       Summary of technical services requested and justification
The COVID-19 crisis has revealed the worrying consequences of coverage and adequacy gaps in social protection for some particular categories of workers, such as part-time workers, temporary workers and self-employed workers. It has highlighted the importance of ensuring adequate social protection coverage for workers in all forms of employment that is adapted to their circumstances, in line with international social security standards and the ILO Centenary Declaration for the Future of Work.
In light of existing public sector budget constraints, public investment in social protection and health care is limited. Adequate financing for the social protection system requires a strong political will to invest in social protection and innovative supply-side solutions as well as a better understanding of the costs of different approaches and available financial resources. The proposed interventions will address these needs and also support capacity building.
The overall objective is to support the Government of Sri Lanka to better respond to the COVID-19 crisis. The technical services requested in this proposal are consistent with the following objectives of the Call for Proposals:
· Objective 1: to improve partner countries’ design and financing of social protection systems including measures:
· To undertake costings of recommended approaches to develop new social protection responses or adapt or scale-up existing social protection systems;
· Supporting resource mobilization and evaluation of financing options
· Enhanced evidence and availability of tools that support national evidence-based decision-making through the carrying out of actuarial analysis

· Objective 3: assisting partner countries in developing and applying shock-sensitive social protection programmes and systems adapted to the needs of those living in protracted fragility and crises, including forcibly displaced persons
· Needs, costing and impact assessments of crisis response options
· Financing of response measures including through reprioritization of budget support, savings and reserves, including of social security funds


1.2.1 Requests from the government and social partners
Following an official request from the Ministry of Labour, the ILO is currently engaged in the provision of technical assistance to the Ministry on the analysis and mapping of options to design short-term social  protection  responses  to  COVID-19  with  a  focus  on  workers  (both  formal  and  informal).  The Ministry strongly requested, the prioritization of the tourism sector considering the fact that it is one of sectors severely hit by this crisis. In the consultation of Sri Lanka Tourism Development Authority under Ministry of Tourism, it has highlighted that there is high demand in designing social protection system for tourism sector and widely expecting the technical assistance from ILO. Further Sri Lanka Tourism Development Authority convinced to the Ministry of Labour this is vital need at currently since whole tourism eco system badly affected with COVID 19 pandemic while accommodation sector completely closed and many employees are unemployed including both formal and informal sector under the tourism eco system. Many trade unions including Sri Lanka Nidahas Sevaka Sangamaya, Sri Lanka hotelier association, Regional tourism association, Sri Lanka tour guide association has been consulted during the consultation session on proposal development stage to understand the current situation and how badly affected the pandemic on businesses and employment. There was a huge demand that the need of social protection system for the tourism sector employees by covering both formal and informal employment.       
The Employer Federation of Ceylon (EFC) has also requested technical assistance to respond to the impact of COVID-19 on the tourism industry in Sri Lanka which constitutes an essential part of their membership. Both requests demonstrate the high need for social protection measures and industry recovery  assistance  in  the  Tourism  Sector  both in  the  short term  as well as medium  term. Indeed, considering that this is one of the worst global economic crisis it is expected that its impact will be protracted and therefore it is essential to support the country efforts to deal with a prolonged crisis.

The project is also in line with the United Nations Sustainable Development Framework 2018-22 for Sri Lanka, Driver 3 on Human Security and Socio-economic Resilience.
The project directly contributes to SDG 1.3: Implement nationally appropriate social protection systems and measures for all, including floors, and by 2030 achieve substantial coverage of the poor and the vulnerable.

1.2.2 EU Priorities in Sri Lanka
According to the Multiannual Indicative Programme (MIP) 2014-2020 for Sri Lanka:
“The EU's relationship with Sri Lanka is founded on the Cooperation Agreement of 1995, which provides that "Cooperation ties between the Community and Sri Lanka and this Agreement in its entirety are based on respect for democratic principles and human rights" and which aims "to enhance and develop, through dialogue and partnership, the various aspects of cooperation between the Contracting Parties". While  the implementation of  this  agreement  actually  came  to  a standstill, as  the  Joint  Commission which under the agreement was supposed to meet once per year to take stock and discuss cooperation in the areas of politics, economy, trade, development cooperation and global goods did not meet since 2008, the resumption of formal dialogue between EU and Sri Lanka through holding the 18th session of the Joint Commission in Brussels on 3 December 2013 proved timely for discussing the future priorities of EU assistance to Sri Lanka.”
The EU-SDDP programme is the third and only ongoing programme committed under the MIP covering the period 2007-2013. The €60 million programme aims to support integrated socio-economic development in Sri Lanka with focus on poverty reduction, provision of basic infrastructure and services for the vulnerable populations, local economic development and strengthening of local governance. Priority sectors were selected in line with the priorities set out by the former Government through the development strategy "Mahinda Chinthana"and the district development plans for the focus areas. The inception phase of this programme commenced in June 2012, however the Government suspension in 2013 resulted in almost one year delay in the implementation. The programme is implemented through 5 UN Agencies: FAO, UNDP, UNICEF, UNOPS, ILO and IFC (World Bank) under Joint Management
Over the past decade, the EU assistance mainly focused on support to integrated rural development, humanitarian assistance, socio-economic development, donor coordination and policy dialogue, and the government's financial and policy commitments. Although social protection is not a direct focal sector for EU budgetary support, it is a cross-cutting issue relevant to all the on-going interventions including socio-economic development and the regional development focus on the poorest and most vulnerable communities. Hence, this project will align the EU prioritised objectives in the country including socio-economic development and the rural development.
2. Expected Results
2.1.       Description of overall objective, outcomes, results and activities
The focus of this proposal is on the response to the specific requests for support that ILO received before  and  during  the  COVID-19  crisis  from  national  constituents  regarding  the  implementation  of measures to support the better definition of social protection measures for workers, with a particular focus on the tourism sector.
It builds on a forthcoming technical note that ILO is developing with the Ministry of Labour which will contain  recommendations on  how  to  increase  the impact  of the social  protection  response  on  the livelihoods of workers in the formal and informal sector in Sri Lanka. Considering the limited finances within this funding opportunity, the idea is to limit the focus on workers and small enterprises in the tourism sector.
Following the structure presented in the call for proposals, the intervention would be designed around the following areas:
-	Supporting the design and implementation of social protection crisis intervention measures (including the recovery phase) for workers in the tourism sector and adaptation of existing programmes so that they respond to the COVID-19 crisis in a timely manner.
-	Undertaking costings of recommended approaches to develop new social protection responses or adapt or scale-up existing social protection systems;
-	Supporting the assessment of the institutional capacities to quickly deploy extended or new social protection measures, including benefits delivery mechanisms;
-	Strengthening systems to integrate and coordinate social protection and complimentary service delivery, including cash plus (including employment and business development services);
-	Supporting creation, adjustments or review of the announced programmes including benefit design (frequency, duration, size/type of transfer, target groups, introducing complementary activities/services), changes in administration and delivery mechanisms (simplification of registration, identification, strengthening payment system, registries and broader management information systems, monitoring and evaluation, communication, complaints and appeals) that are suitable to respond to the COVID-19 pandemic in a manner that is safe and reduces beneficiaries’ exposure to risk;
-	Discussing options for creating fiscal space and financing existing and scaled-up measures with a view to establishing sustainable social protection system in line with ongoing advisories being deliberated by the UN and IFIs on COVID 19 socio-economic response measures.

2.1.1 Overall and specific objectives
2.1.1 Overall and specific objectives
The project is expected to enhance the Government’s capacity to provide extension of social protection coverage to workers, both men and women, in the tourism sector. It is organized under two outcomes.
Outcome 1 - Adequate income security/social protection provided to workers in tourism sector to mitigate the socio-economic impact of COVID-19 in Sri Lanka
Output 1.1 – Social protection(cash transfer)  package to support workers in the tourism sector is developed.
Activity 1.1.1. Support the Government to improve the design of social protection COVID-19 intervention measures addressed to workers in tourism sector. More specifically, collaborate in fine-tuning the criteria and qualifying conditions to select individual business households and informal workers eligible to cash transfers as announced by the Government.
Activity 1.1.2. Support the Government in the rapid development of methodologies, processes and tools for the quick identification, registration and certification of possible beneficiaries, as well as for the rapid and safe delivery of benefits.
Activity 1.1.3. Promote social dialogue between Government, Employers’ and Workers’ representatives in the tourism to contribute to the development of methodologies, processes and tools for the quick identification, registration and certification of possible beneficiaries, as well as for the rapid and safe delivery of benefits.

Activity 1.1.4. Undertake costings of these options and additional methods recommended by the ILO to adapt or scale-up the existing social protection system, with a view to extending coverage to workers in the tourism sector.
Output 1.2 – Conditions for the implementation of the social protection package are enhanced.
Activity 1.2.1. Provide capacity building, especially at decentralized level (including employers representatives and trade unions in the tourism sector), and on newly introduced crisis response measures for effective delivery of the COVID-19 social protection measures.
	Outcome 2 – Engaging in a national dialogue and building capacity for developing a strategy and proposing innovative mechanisms to extend social protection coverage, among small and medium businesses  and self-employed of the tourism sector.
Output 2.1 – More evidence and understanding on the needs and characteristic of small and medium businesses and self-employed. .
Activity 2.1.1. Undertake survey on the economic situation and characteristics of self-employed and micro and small enterprises in the tourism sector, including an analysis of their protection needs, priorities and their contributory capacity, and analysis of impediments to their registration to the EPF.
Activity 2.1.2. Review of the available social protection laws, programmes and schemes.
 Activity 2.1.3. Promotion of Social Dialogue, including representatives of workers in the informal sector, to discuss options for the extension of social protection coverage, in line with the international standards related to social security.
Output 2.2. Evidence-based policy options aimed at adapting the social protection system to the needs and situations of workers in informal and non-standard forms of employment.
Activity 2.2.1. Based on the knowledge development under output 2.1, propose policy recommendations, options and innovative mechanisms to extend coverage to workers and small and medium businesses in the tourism sector.
Activity 2.2.2. Undertake costings of these options and prepare some preliminary orientations on options for expanding fiscal space and financing for a sustainable social protection system in Sri Lanka.
Activity 2.2.3: Propose a strategy for  scaling-up the proposed options for the tourism sector to other sectors of the economy and workers in the informal economy.




2.2 Theory of change
Although the duration of the project is short with limited resources, it aims for a concrete, strategic intervention in the overall social protection system and development strategy of the country, as evidenced by the expected outcomes stated above. It intends to provide mechanisms for adequate social protection benefits and extension of coverage to the workers in the tourism sector in order to alleviate the socio-economic impact of the pandemic. Targeting the tourism sector is also justified as it contributes significantly to the GDP of the country and accounts for around 7 per cent of the total employed population. This was one of the earliest sectors to be affected by the pandemic and the condition is expected to continue due to the travel restrictions, social distancing and other such restrictive measures. Moreover, this sector has high rates of informality with over 80 per cent of workers in informal employment. In general, these informal workers are more prone to shocks and vulnerability as they lack social protection including sickness benefits, employment protection or paid leave. 
The project will address the issue of adequacy and coverage of social protection to the workers (580,000) in the tourism sector by collaborating with the government and other social partners in refining the eligibility criteria of the cash transfers as part of the COVID-19 intervention measures. Costing exercises of social assistance packages based on the recommendations from social dialogues involving all stakeholders will provide a clear understanding of the resources required to extend social protection coverage in the sector. The activity to search for potential fiscal space options will then identify the resources to finance it. Better knowledge of the needs and characteristics of the informal workers and their capacity to contribute will facilitate design, strengthen, and implement both contributory and non-contributory schemes covering these workers. However, the underlying assumptions are that there is a strong political will to extend social protection to all and macroeconomic policies would not be subject to austerity measures. Social dialogues will help generate the necessary political will in this regard and provide sustainability of the results of the project. Overall the outcomes of the project will contribute to the socio-economic development of the country, including meeting the SDG targets by reducing poverty and inequality, increasing consumption and aggregate demand leading to economic growth, providing better access to food and healthcare, and increasing human capital.  

3. Implementation arrangements and stakeholder analysis
3.1 Summary description of the technical services requested
The Project will be managed by the a National Program Coordinator who will be responsible for managing the implementation of and overseeing all project components under the supervision of the Director of the ILO Country Office for Sri Lanka and the Maldives based in Colombo, in coordination with the ILO Senior Social Protection Specialist based in the Decent Work Technical Support Team in Bangkok. The project will also receive the support and coordinate with the overall EC-DEVCO programme “improving synergies between social protection and public finance management” (SP&PFM) and specialists in the ILO Social Protection Department at the ILO Headquarter in Geneva.
International and national consultants will be recruited to support the overall implementation of the project. They will also contribute to the capacity development of national partners.

3.2 Implementation partners and stakeholders
The project will be implemented by the ILO Country Office for Sri Lanka and the Maldives in strict collaboration and in direct partnership with key government ministries and agencies, namely the Ministry of Labour, Employers Federation of Ceylon, trade unions (SLNSS, CFTU), the Sri Lanka Tourism Development Authority and Tourism Associations in Sri Lanka as well as development partners such as the EU, World Bank and the IMF. This approach will allow the Ministry of Labour to translate the outputs into the development of cross-sectoral coordination (tourism sector and labour dimensions) that is needed to drive the effectiveness of the measures proposed. Social Dialogue will play a central role in the project as the participation of beneficiaries (employers and workers in the tourism sector) is essential to its responsiveness and success in the present and the future. The Employers Federation of Ceylon will closely working with this project to organise the employers consultations under their body to implement this project while trade unions will involve to discuss the employees issues and involving tripartite agreement under the National Labour Advisory Committee.   

3.3 Complementarity with EU’s budget support programmes and other EU’s projects 
European Commission (EC) manages the EU support to the country, through the EU Delegation to Sri Lanka and Maldives in Colombo. The Multiannual Indicative Programme (MIP) 2014-2020, designed in line with the government’s priorities and ensuring the predictability of the EU assistance, allocates EUR 210 million under the EU’s Development Cooperation Instrument (DCI), showing commitment to a long-term partnership with Sri Lanka. Between 2005 and 2015, the EU assistance to Sri Lanka amounted to EUR 760 million through bilateral, regional, and thematic programmes.
Under the current agreement, one of the key areas of cooperation between the EU and Sri Lanka is to improve the living conditions of the vulnerable sections of the population in the country. For example, the current MIP addresses the key priorities of sustainable growth and job creation. As such, the current project’s objectives fit into the EU’s agenda for development cooperation. Universal social protection provides adequate support and coverage against contingencies throughout a person’s life and is an important tool to reduce poverty, increase productivity through human development, and retain aggregate demand – all ensuring sustainable and inclusive growth and employment creation. As evidence shows that the tourism sector is one of the earliest sectors, which is hard hit by the pandemic and it is a major target in the EU’s response to COVID-19 in Sri Lanka. Therefore, supporting extension of social protection to the workers in this sector as a crisis response would show continued commitment by the EU to support the country in development cooperation. Finally the project would also be complementary to the planned EU support in PFM in Sri Lanka.

3.4 Relation with past and ongoing development cooperation projects
This project can create synergies with and complement to a number of ongoing projects of the ILO and other UN agencies. For example, ILO’s current projects – Local Empowerment through Economic Development (LEED) Project and Healthy Socio-Economic Recovery of the Micro and Small Enterprise Sector of Sri Lanka Project – both pay attention to the tourism sector. Adequate level of social protection and extension of coverage will strengthen the outcomes of the LEED project, objectives of which are to reduce poverty, create sustainable job, and building peace in the conflict affected population of the Northern Province of Sri Lanka. Under the project these are expected to be achieved through an improved environment with strong governance, effective community-based services and public-private partnership to empower the vulnerable groups.  
Since the pandemic has severe impact on the micro and small enterprises (MSEs), the Healthy Socio-Economic Recovery of the Micro and Small Enterprises Sector of Sri Lanka Project provides support to MSEs in the tourism, manufacturing and agro-processing sectors to operate in a COVID-19 safe environment while assisting them to access working capital through public and/or private sector channels to restart their businesses. The strategy includes MSE support programmes, deployment of MSE surveys, COVID-19 specific Occupational Safety and Health (OSH) training and purposing, business continuity planning, entrepreneurship support, manager-worker dialogue and on-line delivery channels and training thereby enhancing sustainability and ensuring decent work. This dual strategy of OSH precautionary measures and access to working capital will help mitigate the adverse health and socio-economic impact on vulnerable enterprises and the significant number of workers they employ. The current project on social protection responses to the crisis, aiming to provide income security and access to basic health care will complement these existing efforts, allowing Sri Lanka to recover faster.
Other initiatives in the tourism sector, where the this project can add value to, include UNDP Sri Lanka working closely with the SLTDA to design and implement the tourism road map in order to build safer and resilient tourism sector in the post COVID-19; and the ILO UNICEF collaboration to set up the social protection system through the UN driver group in which the IMF and the World Bank are part of the technical committee.

3.5 Monitoring, reporting and evaluation
The project is implemented as part of the EU/ILO/UNICEF programme on “Improving synergies between Social Protection and Public Financial Management”. The programme will undergo a mid-term and final evaluation following the procedures, rules and regulations of the EU and ILO. The project will participate and support these evaluations and ensure that monitoring processes are in place to generate the needed information to contribute them. The project will report on progress to national stakeholders and will inform routinely the ILO, and EU on deliverables and milestones achieved. The project will be required to provide a brief progress report for activities in 2020 by 15 December 2020 and a full narrative report no later than 3 months after the closing of the project.
According to ILO and UNICEF guidelines on the evaluation of technical assistance projects, the overall EC/ILO/UNICEF/GCSPF programme "Improving synergies between social protection and Public Finance Management", and thus the Sri Lanka component, will be subject to a mid-term evaluation and then an independent evaluation at the end of the project. The project will actively contribute to the process of these mid-term and final evaluations by facilitating and providing the required inputs concerning the country interventions. For these evaluations, the project team will develop a monitoring and evaluation framework including clear and measurable baseline data, targets and indicators. 
In addition, the project will report periodically on progress to national stakeholders and will inform routinely the SP&PFM programme Chief Technical Advisor, and EU on deliverables and milestones achieved. The project will carry out its own monitoring and evaluation activities including a progress report for activities in 2020 by 15 December 2020 and a full narrative report no later than 3 months after the closing of the project.
3.6 Communication and Visibility
The activities relating to communication and visibility will be designed to inform the target audience about the reasons for the project, the EU’s support for Sri Lanka, and the outcomes and impact of the project and support. All communication and visibility activities will be carried out in close cooperation and coordination with the relevant EU Delegation in the country and In line with the communication and visibility strategy of the overall SP&PFM programme. In line with the EU guideline, the dissemination of information will be based on accurate and factual information, be people-centred, use local languages wherever possible, adopt where appropriate a story-telling approach that emphasises the impact of the action on individual lives, and be appropriate to the channels used (for instance social media) and audience targeted (for example direct and indirect beneficiaries of the action concerned).
The project will use a range of communication and visibility channels, tools, activities and products at different stages of the project. For instance, information about this EU-financed project will be disseminated through the official websites, web platforms, and social media accounts of the EU, ILO, relevant government agencies and social partners. Information will also be released to the audience through electronic newsletters, online articles, and blog posts in line with the guidelines provided by the EU. The country experience of Sri Lanka will be documented and compiled in good practice guides, briefs and videos, and shared with other countries to encourage peer-to-peer learning. Press releases and press conferences will be held for example at the launch of the project highlighting its objectives, beneficiaries and budget and at the end of the project to publicize the project’s outcomes and achievements.

3.7 Budget and Timeframe
Please use the budget template provided in Excel form and indicate the duration of the project
Annexes 
1. Budget (same template)
2. Workplan
3. Logframe (see annex)
4. Field Security Form


Annex:  Log frame template (This has to be fully in line with the narrative provided in section 2)

	Beneficiaries:
Formal, informal, and self-employed workers – both men and women – in tourism sector in Sri Lanka

	Project title:
Supporting the social protection response to the impact of COVID-19 – Tourism sector in Sri Lanka

	Results chain
	Indicators 
	Baseline (including reference year)
	Target
	Means of verification
	Assumptions

	Impact 
(Development Objective)
Increased capacity of the government to provide extension of social protection coverage to workers, both men and women, in the tourism sector.
	Increased social protection/COVID19 measures  coverage of the workers in the tourism sector.
Sector-specific allocation of funds from government budget to improve social protection in the tourism sector in response to COVID-19 crisis.
Provision of laws and policies to ensure legal and effective coverage of the workers in the tourism sector.
	Not available. No COVID-19 response measures include workers in the tourism sector.
	At least 30 per cent coverage of the workers in the sector.
At least 1 non-contributory scheme, which is gender sensitive, providing social assistance to the workers in the sector.  
Increases in the public social protection expenditure in tourism sector.
Inclusion of pertinent laws and policies, governing social protection in the tourism sector, in the National Social Protection Policy of the country.
	Number of workers covered through registration and number of recipients of social assistance benefits.
Allocation of government budget in response to providing income support to the workers and SMEs in the tourism sector during the crisis.
Number of legal and policy options governing social protection coverage in the sector.
	Strong political will to provide social protection to the people involved in the tourism sector.
Short duration and less severity of the COVID-19 pandemic and the resulting lockdown measures affecting economic activities.
No severe government budget cuts due to fiscal austerity measures.
Strong coordination between relevant government ministries, social partners and other development partners for example Ministry of Labour, Sri Lanka Tourism Development Authority (SLTDA), and Employer Federation of Ceylon.
Gradual upliftment of global travel restrictions.
No other negative external shocks such as natural disaster, terrorist attacks, etc.

	Outcome 1
Adequate income security/social protection provided to workers in tourism sector to mitigate the socio-economic impact of COVID-19 in Sri Lanka.

	Design of a non-contributory  benefit providing income support at the national poverty line at a minimum. 
	LKR 5000 provided in the months of April and May 2020 in response to COVID-19.
	Income support at a minimum at the national poverty line.
	Social assistance schemes designed to provide income support to the SMEs and workers in the sector.
Existence of social protection package covering a number of social protection benefit areas in the National Social Protection Policy and Strategy of the country.
	Political and social consensus around provision of benefits at the nationally defined poverty line.
No macroeconomic instability leading to expenditure cuts and expenditure reprioritization of public social protection expenditure from the tourism sector.
No pressure in implementing a narrowly focused, targeting based approach in terms of social protection coverage in the sector.


	Output 1.1
Social protection package to support workers in the tourism sector is developed
	Design a Social protection scheme particularly targeting the tourism sector workers and SMEs accounting for COVID-19 in the short-run and seasonal variations beyond the crisis.
	No particular social protection measure exists in response to COVID-19 affecting the sector 
	Design and implementation of at least one social protection package covering a number of social protection benefit areas for the workers in the sector.
	
	

	Output 1.2
Conditions for the implementation of the social protection package are enhanced.


	Design of a social protection scheme for the tourism sector aiming for universal coverage and comprehensive in terms of contingencies covered, approved by key stakeholders.
	N/A
	Report for the design of social protection schemes approved by the key stakeholders for tourism sector workers and SMEs showing progressive achievement of universal coverage. 
	
	

	Outcome 2
Strengthening design and implementation of the social protection schemes to increase coverage of workers in informal employment, including workers in non-standard forms of employment
	Non-contributory schemes providing basic income support to the workers in the informal sector.
Contributory schemes based on the capacity to contribute by the workers in the informal employment. 
	N/A
	Increase the coverage of social protection to the workers in the informal sector through non-contributory and contributory schemes.
	Number of covered people through registration and recipients of beneficiaries.
Number of people covered through contributory system indicating a transition from informal sector to formal sector.
Legal framework and policies to facilitate extension of coverage to the workers of the informal sector.
	A clear understanding of the contributory capacity of the workers in the informal sector and the design of contributory schemes accordingly.
Good governance and development of trust on the contributory system in terms of benefits entitled in return for the social security contributions.
A strong system eliminating evasion in contributions.
A simplified contributory system in terms of payments, encouraging the workers in the informal employment to participate in the system. 


	Output 2.1
More evidence and understanding on the needs and characteristic of workers in the informal sector is available
	Documents providing evidence on the types of needs and characteristics of the workers in the informal employment, endorsed by stakeholders 
	N/A
	Recommendations and reports with the ownership of the government, clearly identifying the particular characteristics and needs of the workers of this type.
	
	

	Output 2.2
Evidence-based policy options aimed at adapting the social protection system to the needs and situations of workers in informal and non-standard forms of employment.

	Report on social protection options for covering the social protection policy areas reflecting the needs of the workers in informal sector in tourism sector of this type
	N/A
	New and changes in the existing policy options included in the National Social Protection Strategy to show how extension of social protection to the workers in the informal employment can be achieved.  
	
	




