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Social Expenditure in the 2005 Budget
This document evaluates the potential of the 2005 budget, in order to advance towards clear objectives listed recently in the document entitled “Project of Economic Growth with Equity,” that includes the Intermediate Social Goals for 2004-2008.
The General budget of the Central Administration for the year 2005 is Gs.10.595.290 millions (approximately $ 1.669 millions), distributed in the following manner: 39% for Social Expenditure, 46% to honor other State obligations, and 16% to pay the public debt.

Social Expenditure or Social Investment is the expenditure that a country does in order to directly improve the quality of life of its inhabitants through its resources for education, health, work, housing and social wellbeing.
The amount in the budget for Social Expenditure or Social Investment for the year 2005 is Gs. 4.123.176 millions (approximately $ 47 millions). These numbers are superior in about $ 140 millions compared to the Social Expenditure of the year 2004. In 2004, the execution of the Social Expenditure was 92% of the total budget.

In 2005, the budget includes social areas with additional resources. In that sense, Education will receive $ 63 millions more than last year’s execution, Social Security (Fiscal) will receive $ 42 millions more; and an additional $ 27 millions are budgeted for Health Water and Basic Sanitation will receive and additional $ 12 million. If these sums are completely spent, a big step ahead will be taken which brings the budget closer to the Intermediate Socials Goals.
Reachable goals rely on efficient execution.
Over the latest years, Paraguay has advanced in the recognition of its social reality and has acquired a more precise knowledge about the magnitude of the financial requirements needed to reach the Millennium Development Goals. A new step was taken in the year 2004, when the National Government made precise Intermediate Goals for the 2004-2008 period, in the sense of improving living conditions as a requisite to advance, and later on achieve, to fulfillment of longer-term objectives for the year 2011 (Bicentennial of Paraguay’s Independence) and for the year 2015 (date for the Millennium Summit). The authorities know the starting point: social diagnosis, the direction where to advance (goals and timetables included), and how much it will cost to reach these Goals. 
Nowadays, two new elements are part of the National consensus:
a) It is possible for Paraguay to reach the Intermediate Goals, and to later on reach the Millennium goals. The required amounts are reachable for the country.

b) The General National budget is one of the most important instruments that the government has to fulfill social goals. The government’s investment in work, housing, and social action has a direct impact on the improvement of the population’s living conditions and it is of great importance for the poor sectors of society.
The real possibilities to have a leap ahead and a significant advancement towards the Intermediate goals depend mainly on the full and efficient executions of the budget. If so, there will be success in: 
· Increase in the provision of drinking water in rural areas, but not urban. Also, increased coverage of basic sanitation. This year, the indigenous population will be included in these provisions.
· Increase in the coverage of basic health services 
· Increase in the coverage of primary, basic and middle school education.
· Resources are not sufficient to fight extreme poverty. It is necessary to know the actual level of poverty in order to better estimate it. The results of the last survey of homes made by the General Direction of Statistic and Census are still pending. For this year, there are resources for the beginning of focus reduction of malnutrition.
During the year, the Budget’s Social Expenditure Project will check on the development. In this sense, the comparison between the expected executions with the real execution will serve to detect the areas of social action left behind or well develop and, above all, will allow making corrections in the appropriate time.
What can be expected in the year 2005 in reference to social expenditure or social investment?
Different aspects make it possible to consider the year 2005 as propitious for an important leap towards the obtainment of more resources to improve the living conditions of the population. 

1. Paraguay is negotiating with the U.S. Government to have access to financial recourses of the Millennium Account. This account is available to countries that have made enough merits, mainly dealing with efforts towards the improvement in the areas of health, or education. Theses are measured with the budget of each area. More resources were allocated in the Ministry of Health and Education for the year 2005; the challenge is to complete the total execution.
2. According to the Program of Growth with Equity recently put into function in San Bernardino by the Executive and the Ministry of Finance, the second part of the plan will begin in 2005 and continue until the year 2008 inclusively. One of the pillars of this phase is the reduction of poverty and the improvement of social equity. This second phase includes the explicit commitments in the area of improvement of living conditions. Once the macroeconomic stability is reached (2003-2004), there will be a strong concentration of resources to improve social indicators 

3. There are fundamental agreements in the field of Social Expenditure or social investment between the Executive and the Legislative power. Both powers have asked for more funds for the year 2005 including new social programs, such as the program to fight malnutrition and the financing mechanisms in order to prioritize social investment, like Social Equity Fund.

How much can the Social Goals advance during the year 2005?

2005 can be a year of important advancements, recuperating lost time in the field of social indicators. Of course, the advancement depends basically on: 1) the full execution of the resources foreseen for social expenditure (last year’s $ 40 millions where not executed), and 2) the efficient use of resources—that have $ 100 millions more than what was executed last year for Social Expenditure.
In conclusion, the additional sums for 2005 add to a total of $ 140 million.
The following table summarizes the main goals of the State in the social areas for the year 2008, part of the success depends on what will happen during the year 2005.
These figures are an interpretation of the official document Program of Economic Growth and Equity put out by the government in November 2004.

The column titled “Diagnostic” refers to the latest data of the year 2004 (some data are of previous years). The “Goals 2008” column makes reference to the official and explicit commitment for the year 2008. The arrows ↑ or ↓ indicate the direction. In the case of extreme poverty, malnutrition, illiteracy, an arrow down can be expected; in the indicators related to health coverage and education, the arrow up is the direction that the indicator should go. The “Advance 2005” column indicates the excepted variation of the indicator in the year 2005 as compared to the year 2004. The “Indicator at the end of the year 2005” column refers to the expected level the indicator should be at on December 31st of this year. The last column, “Additional Beneficiaries in 2005,” refers to how many additional beneficiaries are expected to be reached at the end of this year, in comparison to the year 2004.
In general, the final data is ready at the end of the year. What is done during this year will be crucial for the verification of the progress. If social investments are not done in a timely manner, the deficit will be accumulative and more expensive. For this reason the year 2005 is a year when advancement should especially be consider, because the additional resources and funds from Public Credit that were not used during 2004 were postponed and added to this year.
	Priority Objectives for 2005
	Diagnostic
	Goal 2008
	Advance 2005
	Indicator at the end of the year 2005
	Additional Beneficiaries in 2005

	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	

	Increase in enrollment for Initial and Basic Education (includes public and private sectors)
	96.0%
	99.0%
	↑
	0.4%
	96.4%
	29.395

	 
	
	
	 
	
	
	

	Increase in enrollment for Middle School (includes public and private sectors)
	57.0%
	65.0%
	↑
	1.0%
	58.0%
	13.929

	 
	
	
	 
	
	
	

	Illiteracy
	7.1%
	0.0%
	↓
	1.6%
	5.5%
	40.000

	 
	
	
	 
	
	
	

	Increase in Health coverage at primary attention
	73.0%
	87.0%
	↑
	5.8%
	78.8%
	± 340.000

	 
	
	
	 
	
	
	

	Increase in Drinking Water Coverage and Basic Health Services
	
	
	 
	
	
	

	- Drinking Water (number of connections)
	60.8%
	70.5%
	↑
	4.2%
	65.0%
	42.400

	- Basic Health services in urban areas (sewage)
	18.7%
	40.0%
	↑
	6.6%
	25.3%
	172.672

	- Basic Health services in rural areas (cleansing pits)
	32.6%
	56.0%
	↑
	6.3%
	38.9%
	167.412

	 
	
	
	 
	
	
	

	Fight against Malnutrition (component to fight poverty)
	
	
	 
	
	
	

	- Reduction of global malnutrition
	5.0%
	2.0%
	↓
	1.4%
	3.6%
	10.000

	- Reduction of malnutrition risks
	20.0%
	8.0%
	↓
	2.1%
	17.9%
	15.000

	- Reduction of malnutrition in pregnant women
	30.0%
	12.0%
	↓
	6.4%
	23.6%
	10.000

	 
	
	
	 
	
	
	

	Extreme poverty (the 2005 advance corresponds to two years: 2004-2005)
	20.0%
	13.0%
	↓
	3.5%
	16.5%
	± 210.000


Source: Estimate of the Social Expenditure Project PNUD/UNICEF, with data taken from the Growth Plan document.
How will the social expenditure or social investment be financed in the year   2005?

The financial resources in great part will be covered by funds of the Treasure and institutional resources. The participation of Public Credit grew from 5% in the year 2004 to 9% as a source of financing for social expenditure. This increment is seen because of the unused credit funds of last year, which was added to part of the 2005 budget. As a conclusion, social expenditure depends basically of the genuine funds of the State.
The approximated sums in US$ will be:
· US$ 496 millions of the Treasure’s resources
· US$ 90 millions of the institutional resources
· US$ 61 millions of Public Credit
Resources for the educational goals for the year 2005. 

· The coverage goals can be reached during the year 2005 because the Ministry of Education and Culture has more financial resources. Yet, more resources do not necessarily mean more execution. During the year 2004, around $ 15 millions where not used for education.

· The significant support from resources of Itaipú, that has duplicated the number of students with access to school kits, will help to advance towards the goal.

· The possibility to increase Middle School education coverage and to allocate more resources is in direct relationship with the financial and economic situation of the country. The goal during the year 2005 is to increase this figure to 2%. During the year 2004, an “Improvement of the quality of technical and middle school education” program had only executed 20% of the sums in the budget (Gs. 30.759 million, for that year). 

· In relation to the reduction of illiteracy, there are many programs aimed at reaching 40,000 people during the year. The government assures that Paraguay will be a country free of illiteracy in the year 2008.

Resources to increase health coverage during the year 2005.
The “Primary Attention in Health” program includes important basic health services. In other words, the additional amount of resources for these activities is evaluated and does not make-up the Ministry’s entire budget.
· New programs have been added to the budgeted program of the Ministry of Public Health, related with primary attention in Health. For example, pregnancy test kits, dental care, and other medical services, all considered as part of a basic service in health care.
· About 1,500,000 people will not have access to primary health care. To advance to the goal foreseen for the year 2008, the public heath coverage during 2005 should include approximately 340,000 more people than those covered during 2004.
· It is considered that 15% of the population uses private health services.
Resources to expand the coverage of drinking water and basic sanitation: Possibilities for the year 2005.
In order to advance towards this goal, same previsions have been made: a credit with the World Bank of US$16,004,000, a credit of US$ 8,821,000 from the IDB, and US$ 3,810,000 from a Project of DINCAP.

· These resources will allow an advance towards the fulfillment of the goals for provision of more drinking water in urban and rural areas, as well as more coverage of basic sanitation in rural areas. However, there will not be significant advances in the fields of urban basic sanitation during this year. The costs to reach this goal are very high.
Resources for the Program to fight malnutrition: Possibilities to reach the 2005 goal.
Under the denomination “Nutritional Food Assistance,” 17,000 million Guaraníes were included in the budget of the National Institute of Alimentation and Nutrition (INAM) of the Ministry of Public Health, which will be used for the program to fight malnutrition at national level.
In Paraguay, this problem affects around 35,000 girls and boys and 45,000 pregnant women. Approximately 140,000 girls and boys are in risk of malnutrition.
The foreseen resources could benefit 10,000 children with global malnutrition under the age of 5, 15,000 children in risk of malnutrition under the age of 5, and 10,000 pregnant women who suffer from malnutrition. A successful campaign during the year 2005 could well make it possible to increase resources for the years ahead, considering that with little but well-employed resources, great impact can be made. 
For the first time, resources are budgeted to fight malnutrition. Since it is the first year, the goal is reasonable until experience is acquired to work efficiently. However, next year it will be necessary to be more ambitious in order to reach the goal by the year 2008. Funds should be available by May at the latest, to not alter the timetable and to successfully advance towards the goal.
Resources to reduce extreme poverty: Possibilities for advancement in the year 2005.

The 2005 budget included a “Social Development” program with about 50,000 million Guaraníes. Within this program, the most important one is the “Network System of Social Promotion and Protection,” with 12,141 million Guaraníes; other resources coming from donations can increase this fund.
In order to honor the commitments for the year 2005, approximately $ 25 million are needed. There are funds to start the task but these remain insufficient.
The latest data on extreme poverty for 2003 was of 20%. In 2004, this number should have diminished to 18.7% and at the end of 2005 the percentage should be around 16.5 % (level of the year 2001) in order to advance to the goal of 13% by the end of the year 2008.
The success is in direct relation to more resources for social protection, efficient focal identification, macroeconomic stability, among other conditions.






