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Introduction and objectives

The ILO social security work in recent years hasrbeonducted within the framework of
the Campaign on Social Security and Coverage for &4l mandated by the International
Labour Conference of 2001. The main concern ofampaign is that there are still many
countries in the world which have low social seyucoverage, particularly among those
with low and middle income levels. The Office’s ieélis that the best strategy to achieve
progress would be to put in place a set of soeialisty guarantees ensuring that basic and
modest social protection is accessible as soomwssilpe to all in need, while planning to
move — as economies develop — towards higher lefefgovision, as envisaged in the
Social Security (Minimum Standards) Convention,2880. 102) and other standartis.

During the November 2008 session of the Committedemployment and Social Policy
(ESP) of the Governing Body, the discussions inetl@ review of progress, and the
realization that more time was needed for tripartbnsultation “on the elements and
possible form of additional mechanisms to guideroupments of social security coverage
in member states” (see document GB.303/ESP/3).oWwnlj a request by the ESP
Committee members, the Director General propos€ltipartite Meeting of Experts on
Strategies for the Extension of Social Security €age” to be held in Geneva from 2 to
4 September 2009. The Governing Body of the ILOraygd this request in its June 2009
session. The agenda of the meeting was set asvfollo

m to examine recent trends and developments onusaolicies aimed at extending
social security coverage and building universalmprehensive and fiscally
sustainable social security systems;

m to analyze options for the extension of socialiggccoverage to all along the lines
outlined in the ILO’s Constitution and relevant sbcsecurity Conventions for
countries with different economic and social coodi to serve as a basis for the
design of appropriate policies within the framewofkhe Global Campaign, and;

m to identify strategies to promote a set of basiciad security guarantees that will
provide the basis for the gradual move to reachdri¢evels of protection, which will
represent a major contribution to the achievemérthe Millennium Development
Goals, the fulfilment of the commitment of the QOmgation to “the extension of
social security to all” as renewed in the Declamton Social Justice for a fair
Globalization, and strengthening the Global Campaig

The following report serves as a background docunterhelp the debate during the
meeting and shares and pursues the same objectives.

The present global financial crisis has added &eseri urgency to the agenda of the
meeting. The rapid extension or introduction ofigloitansfers is one of the most powerful
tools to limit the social fall-out from the crisisd stabilize aggregate domestic demand. It
is widely recognized that the labour market effeatel hence many of the social problems

! These include (but are not limited to) the IncoBeeurity Recommendation, 1944 (No. 67), the
Medical Care Recommendation, 1944 (No. 69), andCihreventions, including Employment Injury
Benefits Convention, 1964 [Schedule | amended i8019No. 121), Invalidity, Old-Age and
Survivors’ Benefits Convention, 1967 (No. 128), Mead Care and Sickness Benefits Convention,
1969 (No. 130), Employment Promotion and Protectigainst Unemployment Convention, 1988
(No. 168) and Maternity Protection Convention, 2q0. 183), providing for higher levels of
social security than Social Security (Minimum Stamt$) Convention, 1952 (No. 102).
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triggered, will probably outlast the actual economownturn by a number of years. The
UN system as a whole and many of its agencieseuigsidg coping mechanisms.

The UN'’s High Level Committee on Programmes is ttgpieag a common “One UN”
concept of a social protection floor. The ILO ahd WHO, with the support of UNDESA
and UNICEF, are leading the effort through buildagoalition of international agencies
and donors, so enabling countries to plan and im@le sustainable social transfer
schemes on the basis of the social protection ftoacept.

This concept was endorsed by the Global Jobs Rt the International Labour
Conference adopted in June 2009. It requests desrtinat do not yet have extensive
social security to buildadequate social protection for all, drawing on adic social
protection floor including: access to health caiacome security for the elderly and
persons with disabilities, child benefits and ineoraecurity combined with public
employment guarantee schemes for the unemployethamndorking poor’and urgesthe
international community to provide developmentsiasice, including budgetary support,
to build up a basic social protection floor on atioaal basis”. This meeting and its
outcome can contribute to that endeavour by helfndefine the social security contents
of the social protection floor and map out ways arehns to implement it on a national
level. Such a concept would also provide the b#wisionor agencies to help countries
setting up national policy development and impletaton processes. The tripartite expert
meeting thus represents, inter alia, a first folgpvto the Global Jobs Pact.

This report has two major parts.

Part A develops a paradigm for the extension ofasqurotection on the basis of an
analysis of existing needs, existing old and newecage patterns and the internationally
recognized right to social security. Chapter ltsthy taking stock of the global situation
regarding social protection. This chapter lookdh&t need for social protection, as seen
from various perspectives, and in various social dé@mographic contexts, followed by a
summary of a range of international instrumentsegitoncerned directly with or referring
to aspects of social security. Chapter 2 develapwxiples and a policy paradigm for
national coverage extension strategies. Chaptees@ritbes existing and emerging new
strategies and Chapter 4 provides a brief summiatgpical policy concerns and points to
a number of pertinent questions expected to fradraaliscussions at the expert meeting. A
brief note is annexed to clarify as far as possib&e technical terminology used in this

paper.

Part B provides the evidence and information baséhe policy consideration in Part A. It
includes a statistical analysis of the existingbglocoverage gap (Supplement A),
describes a wide range of recent country experiiitealternative methods to close the
global coverage gap (Supplement B) and, finallypl@eres a number of options for a new
ILO policy guiding mechanism (Supplement C).
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Part A. The policy framework

1. Where we are now: Needs, rights and a promise un fulfilled

1.1. Needs

Every person and every family needs protection frigks and the resulting insecurities.
When this need is not satisfied, for the individaat for households, the adverse effects
are many and various. A growing body of evidenckcates reduced well-being, increased
exposure to poverty, higher exclusion from accessealth and education, low access to
productive activities, increased prevalence ofcchébour and so on. These issues are
addressed by authors including: Baeza and PacRaxb); Beegle et al. (2006); Dercon
(2002 and 2007); Fafchamps and Minten (2009). Téedrfor protection depends to a
large extent on several factors that reflect ndy dmacro” or national-level trends but
also “micro” concerns at the individual and houddhevel. The former include factors
such as political stability, economic trends andtertrends, while the “micro” issues
include items such as income, sex, age, healthsstatcupation, employment status, the
location of residence and workplace.

When considering these various factors, it is netht easy to identify situations that
increase vulnerability and the need for protectiBar example, at the individual level
these might include being chronically ill or haviaghazardous occupation. At the macro
level this could refer to a financial crisis or éikin food prices.Poor people with low
incomes have very limited capacity to save and motate assets, which directly limits
their ability to deal with a crisis. They typicallyork in the informal economy, often in
unregulated environments with unsafe working coodg. They may suffer poor levels of
attainment of basic education or literacy, androftee, perhaps in remote areas, beyond
the reach of preventative or health education puognes; if indeed they have any social
entitlements they are typically unaware of themoseéhliving in such circumstances tend,
in addition, to find themselves facing several distlen situations simultaneously, so
exacerbating their level of insecurity.

For poor people, dealing successfully with thegislkey face is often a matter of life or
death. However, risks do not only affect the ertgtpoor. On the contrary, they can also
plunge the non-poor into poverty. Specifically, theHO estimates that each year
100 million people fall into poverty as a resulttbe financial burden of health-related
risks or the need to pay for healthcare servicesr{iCet al., 2005).

The following sections illustrate the diversity miotection needs, and examine the role of
income security and access to health care asttmaiget these needs.

Diversity of circumstances

Whilst everybody has protection needs resultingnfrthe risks and insecurity they
experience, it is important to remain mindful oéithdiversity. The notion of the “most
vulnerable” as those “most at risk” is a usefuirtdo advance the argument that there is a

! The recent food crisis has threatened macroecanstability and overall growth, which has
resulted in further hardship for the 800 millioropée who were already affected by chronic hunger
(FAO, 2008), and whose ranks are likely to be ssvolby another 100 million people according to
the World Bank as a result of the crisis (World Ba2008).
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(i)

need for better protection for those belonginghis group. However, it is important to
acknowledge that these terms are a little reductivel hide the heterogeneity of the
individuals and households they attempt to desckitighin those social groups described
as the “most vulnerable”, there is a wide rangditéérent population characteristics. This
results in diverse protection needs, which canmosdtisfactorily addressed in a uniform
manner. It is, of course, impossible here to discals the needs of all groups, but the
diversity that exists can be illustrated througmsaconcrete examples. Three groups have
been chosen to demonstrate this: (i) the chrogigadlor (as an income level group);
(i) agricultural workers (as an occupational grpu(i) children and the elderly (as two
age groups). Many people belong to the three greupsltaneously: they can be elderly,
still work in agriculture and extremely poor.

The chronically poor

Income level has a strong influence on exposuresks, and on the strategies available to
individuals and households to deal with those ridkse risks to which the rich and the
poor are exposed tend to differ; the internati@xalerience indicates, for example, that the
rich tend to be less exposed to natural shocksrared exposed to man-made shocks. The
strategies available for the poor to mitigate riaks fewer and less efficient than those the
rich can adopt. For example, the poor have litteeas to insurance, either public or
private. The coping strategies the poor utilizeshsas selling productive assets or sending
children to work, have high opportunity costs. Rgcsuch costs and the lack of alternative
means to cope with riskex post poor people are particularly risk averse ands tlmable

or unwilling to engage in higher risk/higher retaetivities. In consequence, the poor have
less of capacity than the rich for resilience. imsary, the probability of restoring the
household’s income level to that which prevailedobe the occurrence of a particular
contingency shows a positive correlation with hdwde income.

The situation of the poor regarding health risksaigroblem of particular concern.
Low-income groups generally face higher levels xgfcsure to health risks, mainly as a
result of poor quality housing and sanitation, batfition, poor access to clean water, and
working in hazardous jobs. They generally face ahmbigher risk of suffering from
psychosocial health problems because they live amdk under high levels of
environmental stress, arising for example from on@wding and economic insecurity.
They also have to face the stress caused by ralatiigh levels of ill-health and injury
and of infant death within their households. Thap teast afford the resulting direct and
indirect costs, including opportunity costs whereythmust pay for treatment and
medication. For this and other reasdrbeir effective access to health care is oftery ver
limited. According to the WHO, the difference inetitoverage gap,measured in 58
developing countries, between the poorest and diésjuintiles is 33.9 per cent for
maternal and neonatal care (which includes antenata and the presence of a skilled
attendant at delivery); in India and the Philipginthe wealthiest groups are three times
more likely to receive care than the poorest (WBR@DS).

Typically occupying the lowest income categorid® ¢hronically poor(see below) are
particularly vulnerable to risks. Their numbers astimated to lie in the range 320-443
million people, according to the Chronic Povertysearch Centre (CPRC 2008, p. 9).

2 Negative factors of access to health care, suclviag in rural areas, having a low level of
education, belonging to a discriminated group,racee frequent among the poor.

3 Coverage is defined by WHO as the percentage @flpaeceiving a specific intervention among
those who need it. The coverage gap representgagregate index of the difference between
observed and “ideal” or universal coverage (in fouervention areas: family planning, maternal
and neonatal care, immunization, and treatmenic&fchildren).
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Table 1.1.

Several groups tend to be disproportionately regmtesl among the chronically poor:
indigenous people, nomadic and some caste growupsled labourers, casual workers,
rural workers, women, children, the elderly, widoasd households headed by older
people and disabled people.

The notion of the “chronically poor” refers to tleos/ho spend an extended duration in
poverty. This is not the case for the majority lo¢ fpoor as demonstrated in Table 1.1
below, which draws on several studies undertakevarous countries. This table shows
the dynamic and fluctuating nature of poverty.Hows how large numbers of people are
“sometimes poor” compared to “always poor” in aegivperiod of time. This means that
people can be poor, escape poverty and becomeawnand likewise, large numbers can
be non-poor and then fall into poverty for a whiotest of reasons.

Percentage of households who are: always poor, sometimes poor, never poor*

Countries Years Always poor  Sometimes poor Never poor
China 1985-1990 6.2 47.8 46.0
Cbte d'Ivoire 1987-1988 25.0 22.0 53.0
Ethiopia 1994-1997 24.8 30.1 451
India 1976/76-1983/84 21.9 65.9 12.4
Indonesia 1997-98 8.6 19.8 716
Pakistan 1986-1991 3.0 55.3 4.7
Russia 1992-1993 12.6 30.2 57.2
South Africa 1993-1998 22.7 31.5 45.8
Vietnam 1992/93-1997/98 28.7 321 39.2
Zimbabwe 1992/93-1995/96 10.6 59.6 29.8

Source: Cited by Kalanidhi Subbarao, Risk and Vulnerability Assessments: Concepts and Methods; Workshop on Social
Protection for the Poor, ADB, October 2002.

The condition of permanent, or chronic, povertydteto be related to a set of common
characteristics among the chronically poor: thesrigs experience higimsecurity (i.e.
insecure environments, no assets or entitlemetitg) often havedimited citizenship
where they lack a meaningful political voice oripchl representation; they are subject to
a spatial disadvantagé that they live in remote areas where thereoitipal exclusion
and weak economic integration or areas lackingnipartant resources, all of which limits
their social mobility; and they face forms sdcial domination- chronically poor people
are often subject to social relations of powerrqraige and competition that can trap them
in exploitative relationships or deny them accesgdods and public services (adapted
from CPRC, 2008, p. 1).

The availability of employment opportunities foretkshronically poor is severely limited
due to mismatches between the pattern of oppoignitvailable and the complex set of
constraints they face. It is now widely accepteat thainstream development approaches,
especially microfinance, skills development, coafiges promotion, micro-insurance
schemes or access to basic social services latggigss the chronically poor. Most
immediately, this is because they are engagediiy slarvival activities, requiring them to
respond to their immediate needs, so that they hawcope, nor are they in a position, to
engage in activities not providing immediate returor whose returns are seen as
uncertain. Guaranteeing a basic means of incoreegore a decent level of living, at least
over some minimum time span, appears, in many istances, to be a key condition for

* While the data for this study was collected soingetago, the essential point that this table
conveys is unchanged - that a large proportioreopte fall in and out of poverty.
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enabling them to make the investment required teeld@ their capabilities, access
productive opportunities and escape poverty instasuable way.

(i) Agricultural workers

Those workers and operators engaged in a spe@fitorsl or occupational context
naturally share a set of common problems and gpksific to that sector. It is likely that
this specificity extends not only to the challengesl risks faced, but also the range of
stakeholders and opportunities that could potdwntiglay a role in improving access to
better jobs and social protection. It is naturaréfore to focus on occupational or sectoral
groups when assessing and tackling vulnerability.

With a total of over 1 billion people employed igrizulture, this sector is the second
largest source of employment worldwide after sewjcand accounts for the greatest
portion of the rural workforce. Agriculture is thmost important sector for female
employment in many countries, especially in Afriaad Asia (ILO, 2008a). Many
countries, agencies and international organizafiing., p. 6), including the ILO, consider
that sustaining the agricultural sector is esskfaiapoverty alleviation and development
(ILO, 2008Db).

Farms around the world display very different pagewhen considering, among others
things, their participation in national and glolméarkets, their use of capital-intensive
forms of production, their control of productivecfars such as water (irrigation) and land
tenure. These characteristics determine the vudiligyaof farmers’ activities to important
risks. For example, subsistence agriculture iddss exposed to trade cycle fluctuations,
stock market volatility, technological obsolesceraed product cycles than is high-input
agriculture that sells products on the export ntarke

Nevertheless, it is possible to identify some comrfeatures that lead to high levels of
vulnerability for small farmers and farm workerdh€rfirst is poverty. Three-quarters of
the world’s poor live in rural areas. In easterd anuthern Africa, it is estimated that rural
poverty accounts for as much as 90 per cent of pateerty and about 80 per cent of the
poor still depend on agriculture for their livelias (FAO/IFAD, 2008).

Small farmers and farm workers are accustomed &virgh their human and financial
resources between domestic and productive taskisthars can be adversely affected by
problems in either context. For that reason, hoolsshof farmers are directly affected by
risks related to agricultural production, such emught or other climatic shocks, long-term
depletion of soil, forest and water or unpredictaddasonal variations in the availability of
food and employment (IFAD, 2001, p. 26). The dameaesed to crops both in the field
and in storage by insects, rats and other wildkfe,well as fire, is also considerable.
Another critical source of vulnerability is the kgadependence of agriculture on physical
assets, especially land. Landless people repreaersignificant proportion of the
chronically poor in rural areas, notably in SoutigA In addition, most of the farms found
in poor rural areas are small, undercapitalizedemequipped, and have little or no access
to either credit or secure saving mechanisms. Hreythus very vulnerable to shocks of
any kind.

Wage employment on small farms in developing coesitis typically casual and seasonal
or may not exist at all. The risks of unemploymemegularity and instability of income
are significant. The livelihood of the wage earaad his family often depends on a few
months of work each year so that their income s$gcis intermittent, leaving them
vulnerable in numerous ways (Savy, 1972). Casumluaprovides few opportunities for
households to invest in developing skills and boddassets, and the unequal power
relation with employers limits the capacity of hehelds to improve their pay, security or
working conditions. Among economic groups, thospemglent on casual daily wage
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labour in an environment of uncertain and fluctugtemployment experience the highest
levels of poverty in rural India (Sundaram and Twdkar, 2003).

Agriculture is one of the three most hazardous veators. The ILO estimates that up to
170,000 agricultural workers are killed every y@daO, 2008a). Work is arduous, hours
are long and people are exposed to a wide rangéskd including difficult climatic
conditions. Millions of agricultural workers arerieisly injured in workplace accidents by
agricultural machinery or poisoned by pesticides atfer agrochemicals. It is likely that a
typical, poor agricultural labourer will have reged, at best, only a very rudimentary level
of vocational training, and this intensifies thekd of invalidity or physical injury, which
can be especially serious for the such workers andieover, represents a serious
impediment undermining any attempt they might mékemove from the agricultural
sector to a less physically demanding sector.

Poor rural areas, where the immense majority ahéss and farm workers live, are in
general characterized by a higher incidence ofagiseand environmental hazards than
urban areas. Infectious diseases with high pregalém rural areas include tetanus and
tuberculosis, as well as parasitic infections earfyy water or insects, such as malaria. At
the same time, rural areas often suffer from hesditvices. Hospitals and health centres
are few and far between, often short of both staff supplies of drugs. Thus, the WHO
notes that “in countries of all income levels thiegortion of health professionals living in
urban areas exceeds the proportion of the genemllgtion found there” (WHO, 2006).
And, where services are thinly scattered, thedliffy of access is exacerbated by the cost,
in terms of cash to pay for transport and/or tirakeh to reach health centres. Gender
inequality is especially apparent in the healthtagein rural areas resulting in particularly
poor maternal health.

As the above illustrates, the sources of vulneitgldibr small farms and farm workers are
multiple. Providing income security and access éaltitn care through social security
provision could help a great deal as the availahvidence shows (see Supplement B in
Part B of this report for some notable examplebgsE provisions will engender better and
more sustainable results if implemented on an rated basis with additional
developmental interventions. Given the diversitycofitexts and groups, there is no single
prescription but, in most cases and in additiosdoal security provision, the aim should
be to enhance production and opportunities (formgte, securing access to productive
factors such as land, water, credit and introdugioege productive crop varieties), improve
access to basic social services, upgrade workinditons, strengthen rights, political and
“voice” representation.

(iii) Needs and risks throughout the life cycle — children and the elderly

Risks and vulnerabilities differ throughout the rsmi of life and here it is worthwhile

considering the risks which can be identified sec#r to different stages of the life cycle.

As Bonilla Garcia and Gruat have suggested, far phirpose it is useful to divide the
human life span into “the prenatal period; infanchildhood; adolescence and youth;
adulthood (working life); and older age” (Bonillaatgia and Gruat, 2003, p. 5). This sub-
section will focus on two particularly vulnerableogps in the life cycle: children and the
elderly.

Bonilla Garcia and Gruat, observe that the degfesxposure to risks and the ability to
cope with them vary greatly from one stage of tdeanother. To state the obvious, the
most basic risk, that of death, will sooner or ldtecome a certainty. Along with the
process of aging comes another risk, that of tee & health due to temporary illness or
permanent disability, that will become, in due smurand in effect, almost certain.
Likewise, it is important to recognize that someliwduals are born with permanent
disabilities, while others will become disabledsame point in their lives, possibly as a
result of work-related accidents. While each lifgcle reflects the challenges and
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opportunities through which each man and womanndsfitheir own lives, it also
represents a variety of risks. The crucial pointhiat the degree of exposure to risks and
the ability to cope with them do not remain constinoughout life, but vary from one
stage to another. Vulnerability should, accordindlg seen as a dynamic and relative
concept, whose impact on all men and women vanies highly uneven way across time
and place (ibid.). As might be expected, there @asiderable differences between
countries in the way in which the life cycle unfeldNevertheless, it is possible to identify
some common themes in developing countries andnabs®me key age-specific risks
and vulnerabilities.

Children are confronted by a number of age-spedi$iks. Many in developing countries
experience nutritional risks that can cause lifeglalevelopmental deficits. They can face
acute vulnerability to disease and infection. Tisiwhy UNICEF argues that perhaps more
than any other group, young children are vulnerabléhe risks posed by contaminated
water, poor sanitation and inadequate hygiene. éxample, “unsafe drinking water,
inadequate availability of water for washing analdong, and lack of access to sanitation
together contribute to about 88 per cent of deftira diarrhoeal diseases, or more than
1.5 million each year” (UNICEF, 2007, p. 74).

Some children will be prone to poor school attemdabecause of domestic or income-
earning responsibilities, which are often compouwhbg economic shocks or other social
traumas. Those children who are compelled to warktrjuggle the triple burden of a job,

unpaid care work and schooling. A demanding impmsisuch as this can have a long-
term impact on their life opportunities and futyr@ductivity. This is the reality for some

218 million children who are labouring at preseliiQ, 2006, p. x). Large numbers of

these working children are employed in hazardouskwioat carries its own significant

risks (i.e. long hours, work at dangerous heightsiralerground). However, even more
disconcerting is the fact that 4 per cent of thdsitdren, who are economically active, are
employed in what are categorized as the Worst Fafm@hild Labour. They are exposed
to extremely high risk activities, including workirin hazardous industries, prostitution
and pornography. Young girls are particularly spsbée to becoming ensnared in these
risky activities, reflecting their acute level aéempowerment.

In those countries heavily affected by HIV/AIDSjldren are especially vulnerable. Many
lose parents to the disease and forecasts indicateby 2010 there will be around 15.7
million children orphaned by AIDS in sub-Saharamiéd alone (UNICEF, 2007, p. 42).

This situation impacts on the children in a numienegative ways and they are affected
long before their parents die. This is often troiedirls, who may be taken out of school to
care for their sick parents and so miss out onritifieroving educational opportunities and
the chance to realize their full-potential, or wigdn (1999), refers to as their human
“functionings”. In addition, children whose caretaken over by other family members
may be uprooted from their existing social netwaaiksl familiar surroundings becoming
in the process disturbed and unsettled psycholthgidhid.)

Young girls are subject to some specific riskssdaieties where child marriages prevail
for example, girls can be subject to increased thedkks associated with early
pregnancies. According to UNICEF “girls who givetbibefore the age of 15 are five
times more likely to die in childbirth than womem iheir twenties” (UNICEF, 2008,
p. 32). Many girls, as is true for women in geneaae subject to greater violence, both
physical and sexual. As a result they must copé wailt the associated psychological
fallout and suffering that such traumatic experénentail (ibid., p. 35).

As with young children, older people are also stibje specific life cycle risks. This
group is particularly vulnerable to income inseturiTypically, this occurs when
individuals are no longer able to work, in the adzse of work-related provision for
retirement and/or State support. According to a DEBA report “nearly 80 per cent of
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older persons living in developing countries (ab842 million people) lack adequate
income security” (UN-DESA, 2007, p. 1). This figuosuld, according to the World

Economic and Social Survey (2007), rise to 1.4dwillby 2050 if appropriate measures
(i.e. the introduction of social pensions) are taen. As a result, many older people will,
despite failing health and fitness, continue to kvdue to income insecurity and/or to
support dependants.

Today, many grandparents in developing countriastiqularly in eastern and southern
Africa, have the double responsibility of caring fthemselves in addition to, often

onerous, child-care responsibilities. The latterug for countries where AIDS or military

destabilization has resulted in the loss of mangidie+-age adults and high numbers of
orphaned and vulnerable children. Older peoplelsenability may be further heightened

by poor health combined with inadequate health caré inaccessible facilities. The

elderly can also be subject to neglect and abuséeovulnerable to war and natural
disaster. Many elderly people in developing coestrthus find themselves unable to
escape poverty, often chronic poverty.

It is clear that guaranteeing income security araviding access to health care are two
key social security measures. These two measureallcav people to deal with the most
significant contingencies they are likely to comfr@as they move through their life cycle,
especially when they are in the particularly vuaide age brackets of “the young” and
“the old”.

1.2. The right to social security

Ever since the world community began referringitaernational human rights”, with the
creation of the United Nations, in particular thesSic rights and freedoms to which all
humans are entitled®,social security has been explicitly recognizedaalsasic human
right, and enshrined as such in international légsiruments. This recognition can be
understood as a natural development following omfthe identification of social security
as one of the core pillars of the constitutionalndaie of the ILO. This mandate had
already been defined and accepted by the commohiStates in 1919 and extended in
1944. While the ILO Constitution of 1919 refersatéworker’s right”, and so appears to be
restricted in scope, the right to social securipsvextended to a right belonging to “all in
need of (...) protection”, by the Declaration of Rdélphia, adopted in 1944, thus
characterizing it as aniversal right Pursuing its mandate in this regard, and in its
capacity as the responsible UN agency, the ILO dwes the years adopted a range of
instruments, Conventions and Recommendations, dagimwn concrete obligations and
guidelines for States to implement this right. liew of the central place that social
security occupies within the ILO constitutional frawork, and of the rights-based
approach that has been followed by the UN and ltla fbr its realization, this section
provides a general overview of the relevant UN Hr@ instruments and highlights the
essential obligations of member States in relatwits implementation and progressive
realization.

From an international legal perspective, the retmmmof the right to social security has
been developed through universally negotiated awmed instruments that establish
social security as a basic social right to whicergsvhuman being is entitled. In this way,
the right to social security has been enshrinegkireral human rights instruments adopted

® Article 1, Universal Declaration of Human Right$948.
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by the United Nation§,and is expressly formulated as such in fundamdntaian rights
instruments, namely theniversal Declaration of Human Rights, and the ingional
Covenant on Economic, Social and Cultural RighB=5$CR)

Specifically, Article 22 of théJniversal Declaration of Human Righisys down that:

Everyone, as a member of society, has the righbtial security and is entitled to realization,
through national effort and international coop@natand in accordance with the organization
and resources of each State, of the economic, |samibcultural rights indispensable for his
dignity and the free development of his personality

and in Article 25, that:

(1) Everyone has the right to a standard of livaaequate for the health and well-being of
himself and of his family, including food, clothinjousing and medical care and necessary
social services, and the right to security in therng of unemployment, sickness, disability,
widowhood, old age or other lack of livelihood inrcumstances beyond his control.
(2) Motherhood and childhood are entitled to sdez@ae and assistance. All children, whether
born in or out of wedlock, shall enjoy the sameiaqarotection.

Thelnternational Covenant on Economic, Social and @ualt Rights (ICESCRStipulates
in Article 9 that “[the States Parties to the @mas Covenant recognize the right of
everyone to social security, including social irswe.”

While the Universal Declaration of Human Rights stitates an unchallenged statement of
fundamental human rights, the ICESCR has the gualia treaty, open for signature and
ratification” and thus, a means for enforcing these human righis obligation of States
in the implementation of these rights is onedgressive realizationas they undertake,
upon ratification, to take steps towards the fallization of the relevant rightsto* the
maximum of their available resourcés’

As the international agency specifically chargethwetting international labour standards,
the ILO has undertaken a primary responsibility)csi its creation in 1919, for the
realization of the right to social security. Thigjective represents a fundamental part of
the Organization’s mandate, being enshrined inotiginal (1919) Constitution, the
Preamble of which expressed the determination fwrarre conditions of labour through,
inter alia, “the prevention of unemployment, ... the protectidnthee worker against
sickness, disease, and injury arising out of higplegment, the protection of children,
young persons and women, provision for old age amdry.” More recently, the
Resolution and Conclusions concerning social sgcadopted by the International Labour
Conference of 2001,and, Declaration on Social Justice for a Fair Glization adopted

in 2008, have both reiterated the resolve thattievement of social security as a human
right represents a fundamental part of the Orgdioiza mandate.

® The Convention on the Elimination of All Forms of Distination Against Womenthe
Convention on the Rights of the Chitde Convention on the Elimination of All Forms of Rdci
Discrimination, the International Convention on the Protection of tRéghts of All Migrant
Workers and Their Familieand theConvention on the Rights of Persons with Disaedit

" In 2008, 157 States were States parties to th&GTE

8 Article 2, paragraph 1, ICESCR.

° ILO (2001c).
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In 1944, the mandate of the ILO was widened byDkelaration of Philadelphia, which
was the first international legal instrument tgsltate the right to social security as a right
belonging toall and can be seen, moreover, as the first momensiary that the world
community declared its commitment to the extensibeocial security to all. At the same
time the ILO was established as the foremost aityhior this field. The Declaration of
Philadelphia was integrated into the ILO Constimtiand laid down the “solemn
obligation of the International Labour Organizatimnfurther among the nations of the
world programmes which will achieve”, among othéthe extension of social security
measures to provide a basic incotoeall in need of such protectioand comprehensive
medical care” (Article 1lI(f)), as well as “provision for child welfare and matesni
protection” (Article Ili(h)), thereby extending the protectiéiom workers to all those in
need.

More than 50 years later, in 2001, social secusifis reaffirmed by the ILC as a basic
human right and its extension to all in need watated as a fundamental part of the ILO’s
mandate, and a challenge that needed to be addiresseusly and urgently by all member
States. Accordingly, the ILC directed the ILO torah a major campaign to promote the
extension of social security coverage. The Globam@aign on Social Security and
Coverage for All was officially launched at the Ili€June 2003. Again, in 2008, the ILC
confirmed this mandate in the ILO Declaration origbJustice for a Fair Globalizatioh
by declaring that:

... based on the mandate contained in the ILO Caonistit, including the Declaration of

Philadelphia (1944), which continues to be fullyex@ant in the twenty-first century and

should inspire the policy of its Members and whigmong other aims, purposes and
principles ... recognizes that the ILO has the sol@fligation to further among the nations
of the world programmes which will achieve the atijes of ... the extension of social

security measures to provide a basic income tmaleed, along with all the other objectives
set out in the Declaration of Philadelphia.

In pursuing its mandate since its establishment9it9, the ILO has adopted a number of
Conventions and Recommendations which have greatiyributed to the development of
social security as a universal human right andefinohg this right. Some of the most
important contributions of the ILO in this regardreathe Income Security
Recommendation, 1944 (No. 67) and the Medical Gaeommendation, 1944 (No. 69),
which laid down a new doctrine of universality he basis for the development of social
security. These two Recommendations reflect a foneddal change of paradigm in social
security policies, as focus was shifted from theiaasecurity protection ofvorkersto the
protection of thevhole populationThe adoption of these two Recommendations pawed t
way for the formulation of social security as a lamnmight in the Universal Declaration of
Human Rights and, some years later, in the ICESRRhe light of this, all social security
standards adopted subsequently reflect the rightawial security. The universality
principle established by Recommendations Nos. @768, has not, however, been found
to lend itself to mandatory expression.

Amongst the currently-valid ILO social security timsnents, the most prominent is the
Social Security (Minimum Standards) Convention, 298No. 102). It is the only
international Convention which defines the ninessieal branches of social security, sets
minimum standards for each and sets standardbidosustainability and good governance
of those schemes. Over the years, it has had arithges to have substantial influence on
the development of social security in the varioggions of the world. In this way, it is
deemed to embody an internationally accepted diefimiof the very principle of social

19 1LO (2008e).
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security* Furthermore, it has provided the blueprint for taeropean Code of Social
Security and is referred to, either directly orifadtly, in other regional instruments such
as the European Social Charter, the Treaty of Amiate of the European Union, and
regional instruments now being developed in Afigcad Latin America. At the national
level, the right to social security has also bemaognized in the national Constitutions of a
number of countries, for example, Germany, Brazd india.

As the general international human rights instruimesf the United Nations and their
supervisory mechanisms have mostly remained siemd the actual definition of the right
to social security and its specific content, it taen left to the ILO, as the specialized
United Nations agency charged with the mandatexténeling social security to all in
need, to establish the parameters and substambvesions of this right and assist member
States in its implementation. It is widely recogrizhat the work of the ILO in the field of
social security and the standards it has devel6padain the most important source of
interpretation and definition of the right to sd@acurity” (Lamarche, 2002). Through its
standards-setting activities, the work of its sujsery bodies and the provision of
technical assistance to member States, the ILO pteyged a key role in providing
substance to the right to social security as enstrin the ICESCR and has contributed, to
a great extent, to the interpretation of this righd application in practice and to the
furtherance of its implementation worldwide. Thsigice its creation, the ILO has assumed
a leading role in the implementation of the rightsbcial security by providing for the
normative aspect of this right in its instruments.

This crucial role of the ILO is highlighted in ti®eneral Comment No. 19 of the
Committee on Economic, Social and Cultural RighttCESCR) on Article 9 of the
ICESCR, which provides detailed explanations to memStates on how to implement the
right to social security as well as guidelines fbe Committee when assessing States
parties’ compliance with Article 9 of the ICESCRhroughout the General Comment,
several direct references are made to the ILO dhdralocuments and social security
standards, thus linking the approaches of the Ii@ the ICESCR to dealing with,
essentially, the same right.

The General Comment stresses the central importaingaaranteeing human dignity for
all people when they are faced with circumstanbes deprive them of their capacity to
fully realize their rights. It defines the right social security as encompassing the right to
access and maintain benefits, whether in cashnat, kvithout discrimination, in order to
ensure protection, inter alia, from: (a) lack ofrivoelated income caused by sickness,
disability, maternity, employment injury, unemplogn, old age, or death of a family
member; (b) unaffordable access to health care; @hdhsufficient family support,
particularly for children and adult dependantsfultther emphasizes the importance of
(redistributive) social security in poverty redwocti and alleviation, preventing social
exclusion and promoting social inclusion. Thesesotiyes demand the establishment of
non-contributory (for example, tax-financed) schepw other social assistance measures
to provide support to those individuals and growp® are unable to make sufficient
contributions for their own protection, and so exigld from more formal social security

1 |LO. 2003. Report of the Committee of Experts dwe tApplication of Conventions and
Recommendations, Report Il (Part 1A), Internatiohabour Conference, 91st Session, p. 20,
para. 53.

12 UN Document E/C.12/GC/19, 4 Feb. 2008.

13 The Committee on Economic, Social and Cultural hRigis the UN body responsible for
monitoring the application of the ICESCR in natiblaav and in practice.
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schemes - mainly those in the informal economy (H#vedr families). Such measures
should be adopted with a view to facilitating thatlusion on a progressive basis.

Taking into account the substantial differenceshim level of economic development of
States and the problems encountered by many of, inefading for example low levels of
per capita GDP and high levels of poverty, togethigh financial constraints related to
high levels of international debts, the obligat@irStates parties under the ICESCR is one
of progressive realization of the rights impliedb@@nans, 1995). States, however, cannot
use the “progressive realization” provision as atgit for non-compliance. While any
State that chooses to become a member of the UNig¢idns, and of the ILO, has the
general and fundamental legal duty to put in placgnimum level of social protection for
its people, the CESCR notes that the obligatioretf@ESCR has a twofold character. On
one hand, it allows States a degree of flexibilitghe way they implement the provisions
of the Covenant, while on the other hand, it imgasetrict obligation of realization albeit
gradual, of the respective rights. On this basis,Eovenant requires States to realize the
material rights as quickly and effectively as pbkesiln addition, every State party to the
Covenant has a basic obligation to ensure a minitawal of enjoyment of every right.
That is to say that every right possesses a ceart@imum core content without which that
right becomes meaningless (ibid.). According to@ESCR, the minimum core content of
each right constitutes a floor below which condiicshould not be permitted to fall in any
State party:* Consequently, the CESCR suggests that the faiilyra State to satisfy “a
minimum core obligation to ensure the satisfactfrat the very least, minimum essential
levels of each of the right$® be regarded as a violation of the Covenant. s tagard,
resource scarcity does not relieve States of certéiimum obligations in respect of the
implementation of the right to social securify.

1.3. Closing the coverage gap: Latest global policy initiatives

A large majority of the global population live immditions of social insecurity, i.e. they
have no, or only partial access, to formal so@alusity beyond the limited possibilities of
relying on families, kinship groups or communities secure their standard of living.
Among this majority, 20 per cent live in abject pay — the cruellest form of insecurity.

The first of the UN Millennium Development Goalste halve the global rate of poor

households between 2000 and 2015. More than hadlfeofime span to achieve this now
lies behind us and it seems that, globally, we @& on track. Worse, the recent

developments in, firstly, food prices, followed néwy the deepest financial and economic
crisis for decades, have caused a dramatic impatthias hit the world’s poorest most
severely. Even the most recent statistics on thmeben of poor have become outdated in
the view of these developments.

14 UN Document E/C.12/1993/11, paragraph 5. It shofuldher be noted that the General
Comment on Article 9 includes in this minimum cocentent, on an indicative basis, the
requirement for State parties “to ensure accessstucial security scheme that provides a minimum
essential level of benefits to all individuals dfaghnilies that will enable them to acquire at least
essential health care, basic shelter and housiatgrvand sanitation, foodstuffs, and the most basic
forms of education. If a State party cannot provitdés minimum level for all risks and
contingencies within its maximum available resosrafie Committee (on Economic, Social and
Cultural Rights) recommends that the State paftgr a wide process of consultation, select a core
group of social risks and contingencies” (UN Docuatrie/C.12/GC/19, 4 Feb. 2008, para. 59(a)).

15 paragraph 9, Maastricht Guidelines on violatiohsomnomic, social and cultural rights (1997).
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As a result of the current financial crisis manyéidost their homes and their savings
(including large parts of their future pensionshile economic recession, which may
prove lasting, will cause millions to become unesgpd. A recent article in The

Economist puts the matter thds:

Famine traditionally means mass starvation. Thesores of today's crisis are misery and
malnutrition. The middle classes in poor countaes giving up health care and cutting out
meat so they can eat three meals a day. The midglor, those on $2 a day, are pulling
children from school and are cutting back on vegetaso they can still afford rice. Those on
$1 a day are cutting back on meat, vegetables aacdotwo meals, so they can afford one
bowl. The desperate — those on 50 cents a daye-diaaster.

Currently, attention usually focuses on easing thest urgent problems. This is
understandable. However, a structured approadgisned, one which gives sustained not
ad hoc solutions. In the context of the multi-facketrisis now facing so much of the
world, the need for social protection becomes ewere obvious while lack of access to
effective social protection for a majority of theoshd population becomes even more
dramatic and disastrous. There is an urgent neeitittoduce basic social protection
mechanisms where they are not in place, while dinginecessary support to strengthen
the existing social security schemes as they avellgoneeded, both as a means to protect
men and women against the worst effects of thdscead as instruments to support
effective demand in economies and help their regove

The value of social transfer and expenditure tacedoverty and ensure access to needed
services, as well as the need for social investraadtsocial policies aimed at protecting
the most vulnerable, has been recognized in regaetnational fora and by the
constitutions, legal texts and governing bodiesnainy UN agencies, as well as in the
Convention on the Rights of the ChilfiThey can make a valuable contribution to the
attainment of the Millennium Development Goals.

The UN'’s High Level Committee on Programmes is ttgpieg a common “One UN”
concept of a social protection floor. The ILO tdgetwith the WHO, and with the support
of UN-DESA and UNICEF, are leading the task. Atatse is the building of a coalition of
international agencies and donors enabling cowntdeplan and implement sustainable
social transfer schemes on the basis of the stba@alconcept.

The origin of the concept dates back a number afsyeThe idea of “a socio-economic
floor” and its relationship to social protection svemphasized by the World Commission
on the Social Dimension of Globalization whose ffiregport stated: “A certain minimum

level of social protection needs to be an acceptati undisputed as part of the socio-
economic floor of the global economy®.Since then, the term “social floor” or “social
protection floor” has been used to mean a set sictsocial rights, services and facilities
that the global citizen should enjoy. The term fabtloor” reflects the existing notion of

" The Economist, April 17th 2008.

18 See the following documents: G8 Labour MinisteosiferenceShaping the social dimensions of
globalization Dresden, 6-8 May 2007, Chair's conclusions; UWhidations, Economic and Social
Council (E/2006)/L.8, para. 19; ILO Declaration 8ocial Justice for a fair Globalization; World
Health Assembly Resolution 58.33 Sumistainable health financing, universal coveragd aacial
health insuranceand WHO Executive Board resolution EB124.R8 Brimary Health Care,
including health system strengtheninghich endorsed universal coverage as one of tre c
elements.

1 World Commission on the Social Dimension of Gldakation. 2004. A fair globalization —
Creating opportunities for all” (Geneva, ILO), d.0L
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“core obligations”, to ensure the realization dftlee very least, minimum essential levels
of rights embodied in human rights treaties. ThdétédhNations system Chief Executives
Board for Coordination (CEB) suggests that a sqmiatection floor should consist of two

main elements that help to realize respective humggts.*°

—  Services:geographical and financial access to essentialcear (such as water and
sanitation, health, and education).

— Transfers:a basic set of essential social transfers, in aaghin kind, paid to the poor
and vulnerable to provide a minimum income secudtd access to essential
services, including health care.

In the context of its campaign to extend social security to all, the ILO is already
promoting the social transfer component of the algoiotection floor?! i.e. a basic and
modest set of essential social guarantees reallmedigh transfers in cash and in kind
transfers that could ensure a minimum level of inesecurity and access to health care
for all. This approach was reiterated by the Glalwdds Pact that the International Labour
Conference adopted in June 2009. It requests desrtinat do not yet have extensive
social security to buildadequate social protection for all, drawing on agic social
protection floor” and urges “the international commity ... to provide development
assistance, including budgetary support, to buidaubasic social protection floor on a
national basis”

% gee The Universal Declaration of Human Rightsapa2?2, 25 and 26.

2 See ILO (2008e).
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2.  Where we need to go — An emerging policy framewo  rk
for adequate social security for all

2.1. Principles for the extension of social securit y

The ILC, meeting at its 89th Session in 2001, utodr a General Discussion on Social
Security. The Conclusions and Recommendationsig&dlitems) contained a detailed list
of aspects, technical, social, and political tatddeen into consideration in formulating an
approach to the development of policy and pradticgocial security, which is appropriate
for the ILO.

The list of conclusions may be broadly divided ifgor sections:

m A list of basic principles, starting from the obssion of the Declaration of
Philadelphia of “the solemn obligation of the [IL&] further among the nations of
the world programmes which will achieve the extensif social security measures to
provide a basic income to all in need of such ptaiea and comprehensive medical
care” (items 1 to 3 of the Conclusions).

m A set of observations as to the principles andicgsowhich should inform the
development of national schemes of social secusitgrting from the precept that
“there is no single right model of social securifittms 4 to 6 of the Conclusions).

m A rather detailed set of observations concernivggttanslation of these fundamental
concepts into practical systems of social protectiithin the Decent Work
framework. The starting point is taken to be “fergons of working age, the best way
to provide a secure income is through decent wakd leading to Conclusion 16,
that “within the framework of the basic principleseach country should determine a
national strategy for working towards social sdgufor all’. The issues, which are
noted range through demographic (including agesgd financial (including the
need for financial sustainability), but also coweoss-cutting aspects, notably the
need for gendered responses, and the underpirmsartal protection systems of the
solidarity principle (items 7 to 16 of the Concluss).

m  An outline of the way forward, centred on the meg for a major campaign to
promote the extension of coverage of social segungether with some guidance as
to how the ILO should go about the necessary liakagith its own constituents, with
the international community of relevant expertisgid with other international
agencies.

The remainder of this chapter is, accordingly, @ned with the manner in which the ILO
seeks to fulfil its role in promoting the Campai@s, seen in the light of current trends in
relation to social security. This should be seeowdver, in a relatively long-term
perspective, which seeks not to be diverted togaagiter degree than is necessary from the
overarching objective of social welfare by shotem considerations, arising from, for
example, the global financial crisis and econonaisigturn ongoing in early 2009.

From the discussion in 2001, as well as the Unaleeclaration of Human Rights, the
ILO’s mandate and constitution and legal instrureatgscribed in the previous chapter, a
small set of essential elements or principles maydistilled, representing the basis on
which to develop ongoing, future policy and stridegpproaches. These may be set out
briefly as follows:
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= universality;

m  progressiveness;
m  pluralism;

m  outcome focus.

The following pages seek to provide some furthgranation of the conceptual basis on
which these four features may be seen as “corefiaai¢s.

Universality

The emphasis here is on universality of accessesador all to effective social protection
through social security — and is the most fundaaieptinciple of all in seeking the
objectives under discussion. It is clearly at tlearh of the mandate underpinning the
Campaign.

It is not, thus, necessarily implied that schemesstnbe put in place in every country
which are universal in their application. It is, oburse, critically important to work
towards the universality of access for individutdsformal systems of social protection
where those schemes are designed to achieve thestwitbverage. The notion of a
universal benefit, payable without distinction b qualified members of a scheme, does
however fit well into the concept of a rights-basetieme, perhaps tempered in practice,
when resources are limited, by some form of tangetif those resources.

Increasingly, it is understood that the provisidnbenefits under social security has the
characteristic of an investment, in both wider abcapital and economically productive

human capital. Accordingly, attention may be focus@ strengthening those aspects of
social protection systems that provide benefits hwithe strongest investment

characteristics. These might include: child besd#icilitating access to education and so
helping to break the poverty cycle; access to hezlte as a means to help families remain
above the poverty line by relieving them of theafigial burden of medical care; and

income support that avoids poverty and createséuerity that people need in order to

take risks and invest in their own productive céyac

A specific approach strongly suggested by thisgipie, certainly in countries which have
not yet been able to develop extensive systemsoahd social security, is the
development of a “basic package” of benefits, &seed in section 2.3 below.

Progressiveness

The metaphor of a national system of social sgcasta multi-storey building is useful,
and clearly its development should not stop agtieeind floor. While it is suggested that a
country may wish — depending on the stage of dgweémt which it has so far reached — to
accord a high priority to the implementation of asis benefit package, as described
below, this represents just the first step of award staircase the objective being to
provide higher levels of security to as many pe@gl@ossible, as and when the continuing
development of the national economy permits.

Here, it is useful to reiterate that universalityed not mean uniformity. Realistically,

societies at relatively low levels of economic depenent cannot be expected (unaided) to
achieve the same levels of social protection asetla higher levels of development. The
opportunity for national social security systemgtow should open up as increasing fiscal
space is made available through economic growth.critical need is that systems should
be designed in a way which, while (financially) gressive, is at the same time both
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Pluralism

rational, i.e., able to address priority needs ilogical order, and built in a manner that
allows the level of security to be increased asepuc development progresses. Within
an overall national resource envelope, at any gatage of development, the volume of
contributions and taxes allocated to social segymitorities must be determined on the
basis of national consensus.

There are many ways in which a set of basic s@@alrity guarantees, along the lines
suggested above, might be implemented as the diet of a national social security
strategy. Some countries will seek to extend sdn®lrance and combine it with social
assistance, while others will facilitate accesssutwial insurance coverage (possibly
community-based) for the poor through subsidies, still others may put in place tax-
financed universal schemes. A virtually infinitenga of choices exists as regarding the set
of financing instruments, the design of benefititarhents and accumulations, and
administrative arrangements, including, for examphechanisms to ensure compliance
with contribution obligations and to minimize thacidence of moral hazard. Each
approach has its advantages and its drawbacks.eadd will be determined by past
commitments and national values. The central obgctitimately, is that all people enjoy
the basic guarantees.

Worldwide experience and evidence show that therend single “right” model for
providing social security and health protection,ooe single pathway towards achieving
universal coverage. Social protection evolves awany years, and often decades, in the
light of demographic and economic developments sado-cultural preferences and
traditions. However, the way in which a range déofinter-related scheme parameters are
determined can have a major impact on the effantise of the scheme and the efficiency
of its administration. Within the global picture difversity, many of the means to improve
the effectiveness and efficiency of existing systeme well documented.

As a matter of general principle, the various dtakgers in a social security system should
all participate together in its governance (beiegresented amongst the trustees or board
members). Regarding financial arrangements, pertiepmmost basic principle — and one
which is critical to enabling the board or trustegs exercise their supervisory
responsibilities — is that a social security funfl domprising real assets) should be
maintained and accounted for entirely separateiy fthe (central) government budget. To
the extent that funds may be subsidized from gémekenue resources or, conversely,
where reserves may function as a “cheap” sourdenafs for the treasury, transparency of
the finances is essential. The ILO has developednge of tools needed for financial
governance, through the assessment of these falartationships and their sustainability
against the background of future demographic amh@wic developments. These tools
include, for example, standardized social protecdgpenditure and performance reviews
(SPERSs) and the technique of social budgeting.

Outcome focus

It is the outcomes of national social securitytsgées that matter, not the ways and means
through which countries set out to achieve thoseames, which as observed in the
paragraphs above, can and should be as diverséeagircumstances of countries
themselves. By its nature, social security is gesuitnf some technical complexity, and it
has long been a feature of work on the subjectttieadrists and practitioners have sought
deeper understanding both of those technicalitied af the supposed “trade-offs”
between, for example, maximizing beneficiaries' farel and maximizing economic
efficiency. Taking a broader view, however, mayliedd to the view that the end result is
now an insufficient degree of attention to the i@gkctives of policy-making and practice
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in social protection. The central tenet of a newraach is, therefore, that the focus and
emphasis should now be shifted appropriately tosvatstcomes, i.e. the actual payment
and sufficiency of benefits paid to those havingght to or need of such benefits, and
correspondingly away from the detailed mechanishssloeme design.

In carrying out technical advisory and capacitylding services in relation to social

security, the approach followed — naturally witklire mandate of the ILO as laid down in
the Constitution and reflected in the Conventiond ecommendations — is intended,
thus, to be essentially pragmatic, focusing ongirest for optimal social outcomes rather
than engaging too deeply in academic debates abetoprocesses and methods for
achieving these outcomes.

A feature of the approach will be the promotion amdLO constituents of a number of
benchmarks, making the best use of the instrunsargitable within the ILO's “toolbox”,
and against which to measure progress.

In line with the outcome focus described above, kb features which the ILO would
seek to promote, and to assess, in the design raplémentation of a national social
security system may be summarized as follows:

m  Universal coverageof income security and health systems: All (peremnand
temporary) residents of a country should have gefadeaccess to an adequate level
of basic benefits that lead to income security @mtprehensive medical care.

m  Benefits and poverty protection as a righEntitlements to benefits should be
specified in a precise manner so as to represedigbable rights of residents and/or
contributors; benefits should protect people effety against poverty; if based on
contributions or earmarked taxes, minimum benefiels should be in line with the
Social Security (Minimum Standards) Convention, 29B8lo. 102), or more recent
Conventions providing for higher levels of proteati and the European Code of
Social Security of the Council of Europe.

m  Collective “Actuarial equivalence® of contributions and benefit levelsThe
benefits to be received by scheme members shoptdgent both a minimum benefit
replacement rate and a minimum rate of return ge @ savings schemes, which in
turn must adequately reflect the overall levelhaf tontributions paid; such minimum
levels should be effectively guaranteed, preferalglyhe State.

m  Sound financing: Schemes should be financed in such a manner asstoesto the
furthest extent possible their long-term finanaigbility and sustainability, having
regard to the maintenance of adequate fiscal sfmcthe national social security
systems as a whole and individual schemes in péatic

m  Responsibility for governanceThe State should remain the ultimate guarantor of
social security rights, while the financiers/comtiiors and beneficiaries should
participate in their governance.

! Expressions such as “actuarial equivalence” (cctuarial fairness”) are not defined in a
universally-agreed way, indeed attracting somerowetsy, and should not, perhaps, be treated as
having too precise a technical meaning While, hasgeit is difficult to encapsulate in a pithy
phrase, the idea represented here — broadly that loesis which is collective and long-term the
members of a social security scheme, specificajpe@sion scheme, should perceive that the basis
on which benefits will be awarded reflects fairyeir input by way of contributions — is itself
important.
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2.2.

Figure 2.1.

The following paragraphs relate to national strig®gand approaches for developing
appropriate, effective and efficient systems ofiaosecurity. Some inferences may be
drawn as to the role of the ILO in supporting itember States and its constituents in this
guest, through the vehicle of the Campaign.

The “social security staircase” policy paradig m

Benefit coverage

In the light of the formal, “legalistic” considerans and the basic principles underlying
the ILO’s approach discussed above, a conceptuategy for the campaign to extend
social security coverage, can be seen to be twestBional in nature. One dimension
comprises the extension of some income securityamogss to health care, even if at a
modest basic level, to the whole population. Thiseshsion may be calledhbrizontal
extension. The second dimension would seek to geokigher levels of income security
and access to higher quality health care at a liwatl protects the standard of living of
people even when faced with fundamental life caircies such as unemployment, ill
health, invalidity, loss of breadwinner and old ad&is dimension may be called the
“vertical’ aspect of extension.

The following figure shows the strategic framewankschematic form. The horizontal
dimension seeks to extend a basic level of corefiisrto as many population groups as
fast as possible, while the vertical dimension seekincrease the scope of the coverage,
i.e. the range and level of benefits, to a levat th described in Convention No. 102 and
preferably to a higher level as defined in othetaigate ILO Conventions.

The scope for increasing coverage to population groups
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Population coverage by groups

The horizontal dimension

No matter what the multiplicity and severity of soes of insecurity are and the ability to
tackle them, social security should ensure that twawlamental needs are met for all,
namely: basic income and access to health carehdétsame time emphasis on the
importance of social security should not obscume fidct that there are numerous other
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interventions available to reduce insecurity, rfuydd it undermine the need to strengthen
the relationship between social security provisiad other aspects of public action.

It is not necessary to argue for the importanceef@ry household and individual in the
world of having (at least) a basic income. Ultinhgtebtaining an income is self-evidently
one of the key life focuses and motivations in eamorary society everywhere. The
Income Security Recommendation, 1944 (No. 67) plesvia further description of the aim
of income security schemes. For instarf@gcome security schemes should relieve want
and prevent destitution by restoring, up to a rewdde level, income which is lost by
reason of inability to work (including old age) ¢» obtain remunerative work or by
reason of the death of a male breadwinnggéra. 1).

What constitutes a “reasonable level” is an opeestion. It applies equally to the
definition of basic income security as well to whainstitutes essential health care. It
relates to needs, for example, in relation to hesdrvices and also to political choices and
discussions of affordability at the national levBlespite the patent need for income
security and access to health care and the estadaigt of the universal right to social
security, exclusion from coverage remains very highldwide, notably in the developing
world — documented in detail elsewhere in this repo

Now, however, the UN CEB, reinforced by the ILO’'®fal Jobs Pact, have pointed to a
new strategic approach to the need for a horizaxadnsion through the promotion of a
set of basic social security guarantees withinfthmework of a wider social protection

floor. This concept, as the cornerstone of thecgdliamework, is developed further in the
following section.

The vertical dimension

The social protection floor concept representsugial strategic approach to the issue of
“horizontal” extension of coverage amongst vulnérand excluded populations, notably
those working in the informal economy. Countries latver levels of economic
development cannot, in the short term, offer thiegrated protection of social protection at
the benefit levels and the range of contingendies are defined in ILO social security
standards.

As countries achieve higher levels of economic tigment — and gain fiscal room for
manoeuvre — it is to be expected that steps wiltaben, within the framework of the
convention$ to put in place correspondingly higher levels afyision. The objective will
be to build a level higher than, and with widergperctives, than simply the ground floor
level.

It is obvious that population groups with incomeeis higher than the “poverty line” will
seek, and have a right, to create social securdgpsures for themselves that provide
significantly higher levels of income replacemantase of loss of income than those that
may be deemed adequate as mere poverty protedtimnmechanisms to achieve such
levels of income replacement, or access to qubkiith care, are fairly well developed,
ranging from social insurance, through communitydah protection systems and tax-
financed defined benefit schemes to mandatory f@wivasurance. ILO Conventions
stipulate minimum benefit levels and thus helpranmote effective income replacement in
countries where they are ratified. In other cowstrithey provide a unique set of

2 Convention No. 102 and the subsequent Convensetigg out stronger levels of protection in
relation to the various contingencies.
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internationally accepted minimum benchmarks fordfiérlevels against which to assess
the design of national social security systems.

The social security staircase

Figure 2.2.

The metaphor that thus emerges for the extensi@o@al security coverage is the image
of a social security staircase. The floor level pases a set of basic guarantees for all. For
people with tax paying or contributory capacitysecond level of benefits as a right
(defined and protected regarding the minimum levsislaw) can be introduced and,
finally, for those with need or wish for high leseadf protection, a “top floor” of voluntary
private insurance arrangements can be organizedsliowld be subject to regulation and
public supervision in the same way as all privatgurance schemes). This metaphor is
appropriate to countries at all stages of developmalbeit that the number of people
whose only protection consists of basic social guies is naturally larger in countries at
lower levels of economic development.

The social security staircase

Voluntary insurance

Mandatory social insurance/social security benefit S
of guaranteed levels for contributors

THE FLOOR: Four essential guarantees
Access to essential health care for all

income security assistance income security
children unemployed and poor elderly and disabled

2.3. A minimum set of social security guarantees as part
of a social protection floor

Noting the current high levels of exclusion, th&|Lmeeting in its 89th Session in 2001
stated in its Conclusions Concerning Social Segcufiat: “Of highest priorities are
policies and initiatives which can bring social sgty to those who are not covered by
existing systems”Accordingly, the Global Campaign on Social Sagueind Coverage for
All was launched at the 91st Session of the ILQM®3 with the aim of supporting this
extension of coverage.

In order to translate into practice the aim of pdowg income security, including financial
protection against catastrophic health expendittogether with access to health care
services, to all, while recognizing that developioguntries face strong financial
constraints, the ILO recommends that they first tarput in place a basic and modest set
of social security guarantees.

With regard to income security, the suggested bamémurity guarantees consist of
providing income security to those who cannot auth not work: in particular protection
should be afforded to children (combined with otpeficies facilitating their access to
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health, nutrition and education), to pregnant womerolder people and to people with
disabilities. At the same, income support shoulddrabined with employment guarantees
and/or other labour market policies for those adobel willing to work, but who are
excluded from access to employment that would piegufficient income.

Organizing income security guarantees for thestcpéar population groups with specific
needs goes far towards achieving the overall dct Providing specific child
maintenance support to households is motivatechbyneed to secure the well-being of
dependant children. Elderly and disabled peoplep wane generally unable to earn
sufficient or any income by working, depend dirgcth income support for a dignified life
and, for that reason, need specific attention. ther working-age population, income
security should prevent destitution stemming fromsuifficient income-earning
opportunities or unemployment. It should go hanttamd with policies fostering access to
remunerative employment and activities in the beoadontext of the Decent Work
Agenda’ This segmentation, moreover, facilitates the militlyi of sequential
implementation of the basic set of guarantees douprto the priorities and capacities of
individual countries.

In relation to health care, while social securigtems should provide financial protection
against catastrophic health expenditure, atterisoaso needed to the specific needs of
different population groups (children, women, thdedy, etc.) in defining an essential
health care benefits package at national leveluttimate goal being achievement of the
requirements of ILO Conventions Nos. 102 and 130.

In summary, the basic set of guarantees promotekeolt O aim at a situation in which:

m  all residents have the necessary financial priotedb afford and have access to a
nationally defined set of essential health careises, in relation to which the State
accepts the general responsibility for ensuringatitequacy of the (usually) pluralistic
financing and delivery systems;

m all children have income security, at least at lénel of the nationally defined
poverty line level, through family/child benefitsmeed at facilitating access to
nutrition, education and care;

m all those in active age groups who are unablatao sufficient income on the labour
markets should enjoy a minimum income security uglosocial assistance or social
transfer schemes (such as income transfer schemegimen during the last weeks
of pregnancy and the first weeks after delivery)ttoough employment guarantee
schemes;

m all residents in old age and with disabilifidsave income security at least at the level
of the nationally defined poverty line through piens for old age and disability.

The level of benefits and scope of population cedeffor example, age eligibility for
social pensions) for each guarantee should beatkefiaving regard to national conditions
(potential fiscal space, demographic structure edds, income distribution, poverty

% This would correspond with ILC’s 2001 statemertt thall” should be covered.

* Thus, income security for this group is meant &wehan enabling function, which opens up
opportunities for developing forms of autonomy thalsters their capacity to face risks and address
their needs.

® This means a degree of disability that excludesitfrom labour market participation.
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spread and gap, etc.), political imperatives, th@racteristics of groups to be covered and
expected outcomes. In no circumstances, howeveu|dlhhe level of benefits fall below a
minimum that ensures access to a basic basketoof &md other essential goods and
services. Modelling tools can help assess costs amtet implications of different
scenarios of benefits. Decision making at the nalidevel may benefit from evidence
from other countries on the outcome of similariatives, together with micro-simulations
techniques.

While the content of the health care benefit paekdwps to be defined at the country level,
it is important that certain minima are providedider to achieve the overall objective of
social health protection. Benefit packages neebletalesigned with a view not only to
generic priorities but also to equity and affordihi and paying regard to the needs,
demands and perceptions of individu&lgvhile keeping the principle of universality in
mind, this definition should focus, in an integchteay, on the most vulnerable; there may
be a need for targeted interventions. In this odnte“one-size-fits-all” approach is likely
to be insufficient, ineffective and will not coritite to achieving the overall objectives of
social health protectioh.An integral part of benefit packages should cdrsiginancial
protection — in addition to effective access toltheeare — in order to shield the poor and
avoid underutilization of health servicBg.he definitional questions of effective access to
health care are discussed in Chapter 3.

To combat exclusion from social security requirest tbenefits are secured through an
effective social guarantee. In many countries sachuarantee forms part of a social
contract, which may be implicit or explicit (perlsapas is often the case for health
provision specifically, stated in the national Ciitu§on) or take other legal forms.
Despite the existence of such pledges, there canlaek of an explicit guarantee and of
effective mechanisms for people to realize thefitlements. Very often this leaves many
members in society excluded from social securityeffies. To avoid such problems, it is
proposed that the set of benefits is guaranteethdystate and should be ensured for all
potential beneficiaries (all members of societythe case of health provision) through
sustainable financing, adequate regulation and tmdng and the possibility of appeal
when the guarantee fails.

In summary, the rationale for introducing a baset sf social security guarantees is
grounded in rights, but the level and scope of fisn@ any given country will reflect the
prevailing mix of needs and the capacity to finatiee benefits. However, any discussion
of the guarantees cannot avoid the question ofrddfmlity. While it is important to
recognize the political and normative nature of tiwion of affordability, it is also
necessary to recognize the very real and seveogn@s constraints faced by developing
countries, especially low-income countries. In #ddj it is important to recognize
national and institutional capacity constraints dne governance aspects of delivering

® This involves: a) covering health care needs imseof structure and volume of burden of
disease; b) responding to demands in terms oftguaiid expectations; c) defining benefits in terms
of primary, secondary (and tertiary if availableye and preventive care; d) ensuring the legat righ
to health, sick leave and maternal leave.

" Attention should be given to addressing chrongedses including long-term care as well as to
reducing maternal, neo-natal and under-5 mortalitge latter is globally among the greatest
challenges of social health protection. Accordingtiie World Health Report 2005, 11 million
children under five die each year. The same isfitusome 500,000 mothers during maternity. It is
also necessary to cover neglected diseases acdrtberns of minorities.

8 This requires reducing cost sharing, out-of-pogikayments and other indirect costs such as
transport costs and covering catastrophic healpersditures.
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social security benefits. Accordingly, the set dsic social security guarantees is
formulated in such a way that they heed the figeality of developing countries.

Part of the acknowledgement of fiscal reality imed defining an adequate level of
benefits and prioritizing the way in which they areplemented. A national forward-
looking social security strategy and diagnosis ériiy needs can help to sequence the
implementation of various social programmes andcpaistruments, and this can be
valuable when the full basic set of social secugtyrantees cannot be implemented at
once, providing for immediate benefits in termgoterty reduction, pro-poor growth and
social development. Such an approach can ensuréhtheelevant social programmes and
policy instruments are integrated into broader fgraent frameworks. As countries
achieve higher levels of economic development,rtkecial security systems can also
advance in parallel, extending the scope, level gudlity of benefits and services
provided.

2.4. The affordability of social security

The financial, fiscal and economic affordabilitydasustainability of social protection
systems has become — rightly or wrongly — a magorcern for countries at all stages of
economic development. During the last decades, rhashbeen talked and written about
the financial sustainability of higher levels obtaction, notably the necessity to contain
costs in ageing societies. This is not the coretopthis report, but a few observations are
in order at this point to refute the notion thatting up redistributive social transfer
systems necessarily sets countries on a path tev@mng-term unsustainability.

On the contrary, the evidence shows increasinglly tiwt:

m  some level of social security can be affordedaalyestages of national development;
and

m  social security systems remain affordable even nwleeonomies mature and
populations age;

and hence, in brief, that national investment anghcial security staircase can be justified,
whether or not

the social security system has already been desg)opcognizing that economies mature
and populations age. That being established, tHewiog section turns to questions
concerning the affordability of social security,inig (but not only) in poorer countries.

2.4.1. The affordability of mature social security systems

The sustainability of relatively extensive socialcgrity systems at later stages of the
economic development process is often questionsdlally in the context of European
countries facing dramatic increases in their old-dgpendency rate. In 2050, it is expected
that there will be two working-age people per didertizen in the European Union, as
opposed to the current ratio of four to one.

Ageing will drive up expenditure on pensions andilthecare in the decades to come.
However, given the expenditure consolidation measiuhat many countries deployed
during the last two decades, they need not posejar riinreat to the financial equilibrium

of national social protection systems and/or tieedi balance of government budgets.
Even if, in the worst case, the demographic chgheis not well managed, the effects on
the sustainability of national social transfer ews$, even in countries with highly

developed systems, may be less dramatic than isnooly assumed. The latest available
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Table 2.1.

forecast by the European Union Economic Policy Cdtem on the combined cost of the
most important social security benefits as a resfilageing populations is shown in
Table 2.1.

Expected increases in European Union social expenditure, 2007-2060

Level in 2007 2035 2060
(% of GDP)

(Change from 2007 in percentage points)

Pensions 10.6 +1.7 +2.4
Health care 6.7 +1.0 +1.5
Long-term care 1.2 +0.6 +1.1
Unemployment benefits 0.8 -0.2 -0.2
Education 43 -0.3 0.2
Total 23.6 +2.8 +4.6

Source: European Commission; 2009 Ageing Report: Economic and budgetary projections for the EU-27 Member States (2008-
2060); EUROPEAN ECONOMY 2|2009; Table 1.

The table indicates that the expected averageaserm national social expenditure is less
than five percentage points of GDP over the next fiecades, which is substantial, but not
unmanageable. However, there are significant diffees between individual countries,

which have less to do with the ageing procesd itsah with the specific characteristics of

programmes, including their financing, eligibiliand benefit generosity. The projections
take into account expected effects of social sgcueforms already legislated and

implemented (including new benefit formulae andréased retirement age) as well as
expected increases in labour force participatiahemployment rates.

Social security programmes in the EU, and OECD tas) have been shown to be
effective in their main target: to compress incameqjuality and reduce poverty. Broadly,
the higher social expenditure is, the lower is plogerty rate. Income inequality in the
Scandinavian EU countries and the Netherlands (higih social expenditure and Gini
coefficients ranging between 0.225 and 0.261) ishrlower than in some other countries
with lower levels of social expenditure, notablg tthnglo-Saxon” countries of the United
Kingdom, Ireland and the United States (where Gofficients are well above 0.3). All
these countries have high labour force participatites; hence these differences do not
originate from differences in the proportion of romically active people. The percentage
of children who grow up in poor households is ab@nper cent in the Nordic countries,
compared with figures of 16 per cent in Ireland #relUnited Kingdom and 22 per cent in
the United States. The percentage of the eldevindi below the poverty line in the
Netherlands is 1.6 per cent while in Ireland iB&5 per cenf. When these figures are
compared with the resources that these countrieisdspn social transfers — 24 per cent on
average in the Scandinavian countries plus thed¥latids, against 17 per cent on average
in the three Anglo-Saxon countrids- then it can be concluded that, while outcomes ar
not necessarily uniform across countries, sociatgation, if sufficiently endowed with
resources, is effective in its main objective aflueing income inequality and poverty.

® These figures are from the OECD Social Indicattasmbase. Smeeding (2006) provides figures
from the Luxemburg Income Studies data base - igigrdfs point to differences of similar
magnitude between these countries.

19 Adema and Ladaique (2005). The figures represeniitect public social expenditure. Apart
from public schemes, some countries operate prs@téal insurance schemes. This is the case, for
example, in the Anglo-Saxon countries but alscha Ketherlands. Differences between countries in
terms of their total social expenditures are ttmeeless than the public figures suggest. It agpear
however, from the listed figures in the main tehdttrepresent the macro social impact (in terms of
poverty reduction) that these private schemes titanget as well as the public schemes do.
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OECD research has shown, in fact, that the relghipnbetween non-elderly poverty rates
and the share of (cash) social transfer expenditu&DP is statistically significant:

The above figures also help to refute argumentshigh levels of social expenditure are
unaffordable in the light of global competition. Klieg an historical and worldwide
perspective, it can be shown that those countriest muccessful in achieving long-term
sustainable growth and poverty reduction have @lip place extensive systems of social
security; at the same time all have open economibgde strong evidence may be lacking to
date demonstratingcausallink between social security and positive econgoeidormance,
what is known is that the two co-exist in all sissfal countries. OECD countries have made
the decision to invest heavily in social securitgenerally more than 20 per cent of GDP —
as part of their long-term growth and poverty reducstrategies. And, what is perhaps more
important, they started to do so when they were.pldtese countries all embarked at some
stage on strategies, which proved successful, giogngrowth with equity.

However, their recent history has also shown tligth Bocial expenditure alone is not a
sufficient condition for success in terms of redigcpoverty and inequality and supporting
economic growth. Observation shows, however, that mecessary condition for success
is, in broad terms, good governance. Inter aliusiried dependency on transfers should
be avoided, but good governance does also imptysti@al expenditure is not only wisely

allocated and contained in an economic upturnalsdg is allowed to expand in times of

economic and social crises.

In times of national and global economic crisegiaosecurity systems act as combined
social and economic stabilizers. The provision otial protection benefits paid to
unemployed workers and other vulnerable recipiemisonly helps to prevent individuals
and their families from falling into deep poverbyt equally to limit the fall in aggregate
demand, so limiting the potential depth of recessind opening the way to recovery. It is
critically important in many countries where uneoyhent benefits and other social
security and income support programmes exist,dtiehgthening them through widening
the eligibility conditions, increasing benefit anmdsi or increasing their budgetary
allocations, is included as part of the respeatis@nomic stimulus package.

However, social security systems presently facaenéeétable dilemma that, in times when

they are most needed to provide income suppory, éxperience the lowest level of

revenues. This may require fairly heavy anti-cyallispending by governments, together
with allowing the depletion of social security reses. To deal with an earlier crisis, in

1935, the US Government introduced pensions anthployment benefits as part of the

New Deal policies. Again, in September 2008 the Cifigress adopted an extension of
unemployment benefits as part of a broader econastimawlus package to promote job

creation and preservation, invest in infrastructiaed provide economic and energy
assistance. Likewise, increased allocation to wffe social security programmes

represents an important part of the European EcanBecovery Plan. In recommending

the stimulation of demand in the short term, tlusuiment states:

Measures that can be introduced quickly and tadgatdouseholds which are especially hard
hit by the slowdown are likely to feed through afhdirectly to consumption, e.g.
temporarily increased transfers to the unemployeldw-income households, or a temporary
lengthening of the duration of unemployment benkfit

1 Smeeding (2006), with R2 = 0.6099.

12 Commission of the European Communiti&@ommunication from the Commission to the
European Council: A European Economic Recovery Panssels, 2008), p. 8.
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Clearly, schemes of social security and socialstesste represent major instruments to be
used by the governments of OECD countries to shensocial fall-out of such a crisis.

Furthermore, one of the consensus conclusionswilp the Asian financial crisis in the

late 1990s was that, with income support programmegdace, the impact of the crisis

would have been much less damaging. Nevertheldsige wome countries, such as the
Republic of Korea, accelerated the implementatioitscunemployment insurance scheme
for formal economy workers and strengthened itsas@ecurity coverage in general (a
strategy later followed by Thailand), the majoritfythe world populations still lack any

access to social security provisions.

Nonetheless, in a number of industrialized cousirigolicies need to be developed to

ensure the necessary fiscal space for social emsspecially when faced with budgetary

pressures building up due to the necessity to fi@earuge stimulus packages. There are
already signs that social spending will, in futuraye to be adjusted as countries face the
need to finance the levels of debt associated tivélcrisis.

2.4.2. The affordability of basic systems

Despite their potential positive effects on soeiatl economic stabilization, investments in
social security have not been seen to form a sagmf part of development strategies in
low-income countries, even though many of thesents experienced a long-lasting
social crisis before the onset of the present glebanomic downturn. It seems that most
governments have simply assumed that social tremnafe too big a burden on developing
economies and would compromise growth. Howevergtimnomic arguments in favour of
making resources available for investments in $omégurity are overwhelming. It is
noteworthy that the World Bank takes up the themdis World Development Report
2005, that poverty is a risk to security and latkexurity is a hindrance to the investment
climate. Beyond argument, productivity is a chaggstic of people who enjoy a minimum
level of material security and so can afford toeta&ktrepreneurial risks, of those who are
healthy and not hungry, and those with at leastasanable level of schooling. Without
basic social transfer schemes that foster heattbguate levels of nutrition and social
stability, a country can simply not unlock its fploductive potential.

The amount of public resources allocated to scsmarity does matter with respect to
levels of actual coverage and social outcomes. cla@ example comes from health care:
It can be shown that, on the basis of statisticsnortality rates in different countries,
there is a statistically significant correlationtieen the ratio borne by out-of-pocket
payments to public health expenditure and variadgcators of mortality (adult mortality
rate, children mortality rate and healthy life esjamcy). If private out-of-pocket
expenditure is not matched by even bigger publathexpenditure (i.e. expenditure from
government budget(s) and social security schemghlehmortality and reduced healthy
life expectancy rates in the population can be etgak The same applies to investments in
cash benefits providing income security in old-agdjsability, unemployment, and so on;
there is a strong correlation between how much mainvest in social security benefits
and poverty or other social Indicators.

The assumption still persists tenaciously, despit®ntinuing lack of any evidence other
than the belief that it represents “common seread, indeed in the face of evidence to the
contrary, as described below, that countries aetdevels of economic development must
remain unable to afford to implement progressiveasuees of social security. Many
development planners have simply assumed that thaénsufficient fiscal space in such
countries to finance social security benefits drehce, that for them social security is not
affordable. That this is an assumption, and a kestaone, becomes clearer as evidence
emerges that a minimum package of social secusitgfiordable in even the poorest
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Figure 2.3.
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countries, as recent work by the ILO on the cob&s minimum package of social security
in sub-Saharan Africa and Asia, shows.

The ILO has recently undertaken two costing stu¢seg: ILO 2008c), one in Africa and
the other in Asia that provide a first estimatetlué costs of a hypothetical basic social
protection package in low-income countries now awver the coming decades. The
indicative package included, along with basic chithefits; universal access to essential
health care and a social assistance/100 day emplayscheme for the poor in the active
working age range, and also a universal basic gédaand disability pensioff. The studies
show that the initial gross annual cost of the aWebasic social protection package
(excluding access to basic health care that to sottent is financed already) is projected
to be in the range of 2.2 to 5.7 per cent of GDRQOmO. Individual elements appear even
more affordable (see Figure 2.3).

Costs for components of a basic social protection package as a percentage of GDP
for selected countries in Africa and Asia, 2010
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The annual cost of providing universal basic old-agd disability pension is estimated in
2010 at between 0.6 and 1.5 per cent of annual @D countries considered. Projected
costs for 2010 remain at, or below, 1.0 per cenGBP in six of the twelve countries,

while Burkina Faso, Ethiopia, Kenya, Nepal, Senegal Tanzania find themselves with
costs between 1.1 and 1.5 per cent of GDP. As shawfigure 2.4 the cost of such

pensions would increase only moderately by the 2680 — despite the ageing process.

13 It was assumed that the simulated universal o&laagl disability pension would be set at 30 per
cent of GDP per capita, with a maximum of one U8addPPP) per day (increased in line with
inflation) and would be paid to all men and womged 65 and older; and to persons with serious
disabilities in working age (the eligibility ratimas assumed to be 1 per cent of the working-age
population, which reflects a very conservative reate of the rate of disability). The amount of
child benefits was set at half the amount of pamsidhe costs of universal access to essential
health care were calculated on the basis of athesdinpower ratio of 300 health professionals for
100,000 population.

TMESSC-2009

29



Figure 2.4. Costs for basic universal old age and disability pensions as a per cent of GDP for selected
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A basic social protection package appears affoejdhit in most cases on the condition
that it is progressively implemented. In some cadevay require a joint effort between

low-income countries and the international donamewnity during a transition period.

Low-income countries may be able to re-allocatdr testing resources, for example, by
progressively increasing social protection expemdito 20 per cent of total government
expenditure.

Obviously, there are some cases where the fisealkesfor social transfers cannot easily be
extended in the very short run. Each case has tmalgzed in detail. However, Figure 2.5
shows that “policy space” for financial manoeuvraynbe wider than often assumed. The
figure maps national public expenditure and pubkpenditure on social protection and
health (according to the IMF definition) as peregat shares of GDP against the GDP per
capita, resulting in two almost parallel regresdinas. Clearly, in principle, both types of
expenditure increase as GDP per capita increasasevwér, more interesting than the
regression lines themselves is the surroundingdctifuexpenditure levels. This indicates
that, at similar levels of GDP per capita, coustdee in a position to exercise a substantial
degree of discretion regarding the level of ovepalblic expenditure and, within that
envelope, regarding the share of public resourtesated to social expenditure.
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Figure 2.5. Total public expenditure and social expenditure at different levels of GDP per capita (latest
available year)
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It is concluded that policy decisions regarding fihancing of social security systems and
negotiations seeking fiscal consensus between iffieresht stakeholders of the public
expenditure portfolio are made in a manner spetifieach individual country. It should
be noted in this context that domestic revenueafiita alone increased from 2002 to
2007 (i.e. in the post-Monterrey period) by abo@$230 billion. In sub-Saharan Africa
alone, the share of domestic public revenues in @GidReased by 4 percentage points
between 2002 and 2007 (see Figure 2.6). Given ficisut level of policy priority,
phasing in a package of modest social securityfiiermver, perhaps, a decade, with a net
cost of around 4 per cent of GDP, does not sedm tmnrealistic.
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Figure 2.6. Increase of domestic public resources in selected African countries
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ILO micro-simulation results on Tanzania and Sehegaw that the introduction of basic
old-age cash benefits can have a significant impacpoverty reduction. Gassman and
Behrendt (2006) carried out simulations to estinthie cost of old-age and disability
pension benefits at levels fixed at 70 per centthaf food poverty line per eligible
individual. On that basis, they show that in Tamaanuniversal old-age pension would cut
poverty rates by 9 per cent, with a considerabiyrgter effect (36 per cent) for older men
and women, and 24 per cent for individuals livimg Households with elderly family
members. Likewise, for Senegal old-age and digptpknsions are expected have a more
pronounced effect on older people, especially derolvomen, and their family members.

Even more convincing than theoretical exercisesaslife experience. There is a growing
body of evidence from the developing world that emomponents of basic social security
packages now being implemented are proving afféeddihere are many ways to achieve
some affordable social security coverage in a agied) country context as a first step to a
national social security development strategy. Whkidme countries seek to extend social
insurance and combine it with social assistandeerstsubsidize social insurance coverage
for the poor to enable them to enjoy participatiothe general schemes, and others seek
to establish tax-financed universal or conditiosahemes, also called social transfer
schemes. Each approach has its advantages andoliterps and each will be “path
dependent”, in other words dependent on past dewedats and national values.

The most dramatic advance in social security caeeraorldwide is presently being
achieved by social transfer schemes. Some 30 ¢esiaire already successfully putting in
place elements of minimum social security packdabgesugh social transfer programmes.
For example, in Brazil this is being done througk tBolsa Familid programme, in
Mexico it is being done through thé@portunidade’ programme and in South Africa,
Namibia and Nepal, it is being achieved throughftaanced basic pension systems (see
also Supplement B). ThBolsa Familaprogramme is thought to be the biggest social
transfer scheme in the world, and presently coserse 46 million people at a cost of
about 0.4 per cent of GDP. South Africa has aldereled the coverage of its child grants
system substantially, by more than 4 million beriafies over the last decade. In India the
100-day rural employment guarantee scheme (NRE@S)bleen rolled out nationwide,
and a new act extends basic social security cogei@g@bout 300 million people hitherto
not covered. But, even much poorer countries aptementing cash transfer (or universal
benefit) schemes. Nepal is currently extendingsitmpe of its universal pension scheme,
aiming to reduce the retirement age in due cousa ¥5 to 65 years.

The evidence shows that, almost everywhere, songettain be done.

Social security represents an investment in a cggnthuman infrastructure” no less
important than its physical infrastructure. At arlg stage of economic development, the
priority is, of course, to put in place a basicdesf infrastructure; the evidence adduced
here points to its affordability for, essentialiyery country. While this message lies at the
heart of this report, it is important to keep imohithat, at a later stage, the basic level can
and should be augmented, and the ILO’s long-standpproach to social security offers
the framework to do so. In this regard, later sedtiof this Chapter and this report point in
the relevant direction.

Thus, the emerging evidence shows that the questlensocial security affordable
everywhere?”can be answered byCountries simply cannot afford not to make this
investment”
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2.5. Strategic challenges

Implementing the strategic concept of a social gcstaircase must address a number of
pivotal challenges. Three of the most importantdescribed in the following sections.

Combining effective protection with organizational flexibility

The concept of “social guarantees” creates org#aira flexibility while protecting the
bottom line of basic entitlements that everybodgusti enjoy, recognizing implicitly that
there is no “one-size-fits-all” approach to orgamig either basic or higher level social
security entitlements.

It has already been noted that there are many wayxchieve this set of basic social
security guarantees as the first step of a natisnelal security development strategy,
whether through extending social insurance in coativn with social assistance, through
subsidized participation in social insurance cogertor the poor or through tax-financed
universal schemes. Other countries will start veitibsidized community-based schemes
that seek to reach out to the informal sector. Egugroach will have its advantages and its
problems and many countries pursue mixed stratebighlighting the country specific
and “path dependent” character of development gtiflg past experience and national
values.

What matters in the end is that all people havesgto a basic level of social security
benefits, whether these are organized on the ldiss®ocial assistance, or are targeted
conditionally, and whether organized as univeraatfinanced benefits or as benefits of
contractual rights based on contribution paymeni® notion of a guarantee of access to
social security benefits is thus an overarchingcephthat encompasses income transfers
in cash and in kind that are paid based on sosgbi@nce or social security principles. In
this framework, the myriad questions of a technigalure can be seen to represent a
secondary level of consideration, it is the outcarhpational social security strategies that
matters primarily, rather than the ways and meamsnities choose to organize the
outcomes. What will be common to all approachdkescentral role of the State. All basic
guarantees will require government financing oleast substantial co-financing. This is
justified, since the protection of people againstesty is clearly an obligation of entire
societies.

Achieving a coherent architecture of national socia | security systems

A further strategic challenge is to achieve a ceheinteractive overall social security
system comprising a number of levels, pillars anbdsgstems that achieve universal
population coverage, reduce poverty and insecuwgffectively and ensure efficiency
through avoidance of overlapping multiple entitlertseand adverse incentives that create
over-usage and excessive levels of dependency.

In the context of this strategic framework, thatfiqguestion that has to be addressed is: are
basic guarantee schemes compatible with highel leseefits systems such as social
insurance schemes, and can these schemes efficeendl effectively be combined? In
principle, the answer is “yes”. There are decadesxperience with the combination of
social insurance schemes and social assistancenssher the combination of universal
benefits schemes with higher-level and insuranseddenefit systems. Examples can be
found in many pension and health care financingesys around the world.

However, ensuring efficiency and coherence is matensarily easy. The design has, for
example, to take into account that incentives exdkah one sub-system might lead to
inefficiencies in another. The provision of a meamsincome-tested social assistance
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pension, for example, can easily reduce incentteesontribute to a social insurance
pension scheme for a large group of low-income wxgkA universal flat rate pension

catering for all would avoid such disincentivespasple would be allowed to accumulate
benefits from two or more sources rather than leatheir social insurance pensions being
deducted from their universal pension entitlemanis vice versa.

Creating the necessary fiscal space

On average 18.1 per cent of global GDP is allocébesiocial security (see Figure 2.7).
However, if the global average, weighting it by plapion rather than GDP, is calculated,
then the “average” world resident finds that onl§ Ber cent of GDP is allocated as social
security benefits in the form of cash and in kirahsfers (see Figure 2.8). Country figures
vary widely among the populations living in diffateregions, and among countries of
different national income levels. While resident€arope can see between 20 and 30 per
cent of GDP invested in their social security, iftidga only 4-6 per cent of GDP is spent
on social security benefits, where more funds genson health care than on cash
transfers aimed at providing income security.

Figure 2.7. Total public social expenditure as percentage of GDP (regional estimates weighted by GDP),

Percentage of GDP

latest available year between 2002-2007
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Figure 2.8. Total public social expenditure as percentage of GDP (regional estimates weighted by
population), latest available year between 2002-2007
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Source: ILO Social Security database.

Higher income countries in general spend, as agptiop of all available resources, more
than low-income countries. However, social secwsfipuld not be seen a luxury and can
also be afforded by lower income countries or coest with relatively “small”
government in terms of available resources. Figueeshows clearly that, countries with
the same level of government spending, measurddtalsexpenditure in proportion to
GDP, spend a widely different proportion of theiagable resources on social security.
The proportion spent on social security does mofact, necessarily depend on how rich
the country is. To a large extent, it depends enpttevailing political will that effectively
defines the fiscal space available. To maximizealisspace may, however unpopular,
require substantial attention to the effectivenefsa country’s tax and contribution
collection mechanism. Without sound machinery &uenue collection no revenue can be
redistributed. The challenge of increasing fisgalce has a different face for each country.
A checklist of components for a national strategynhowever, include:

(1) tax reforms to increase fiscal resources, uliagy in particular, enhancing the
effectiveness and efficiency of tax collection;

(2) gradual increase in social spending as a ptiomoof GDP and as a proportion of
total spending;

(3) redistribution between social policy areas éfocus expenditure on most urgent
needs;

(4) refocus spending within social sectors andgyolireas to make certain spending
more progressive and more effective in combatingepty and vulnerability.
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Figure 2.9. Size of government and proportion of government expenditure allocated to social security
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The ILO campaign to extend social security to dib@ed a deliberately interacting four-
dimensional strategy drawing on and integratingtadl areas of the ILO’s activities. This
strategy has been developed as a response todte egpressed by ILO constituents and
within the dynamics of the new development poligbate where social security has
gained increased prominencEhe first dimension is the generation, managemewt a
dissemination of knowledg&he prerequisite for all policy development, teichl advice
and capacity building is the generation of and #idity to share knowledge. This
component of the strategy encompasses collectidnaaalysis of statistical information,
the exchange of national and international expeddhrough research and internet-based
knowledge sharing, as well as the development of teezhnical tools that support the
formulation of national policieS’he second dimension is policy developmieostuding all
activities that help the international communitygarational constituents to develop social
security strategied.he third, technical cooperatioprovides direct advice to constituents.
At any given point in time, it is usual that theQlis providing concrete technical advice or
undertaking longer term technical cooperation mtsjg¢hat have a direct bearing on the
extension of social security coverage in about @ntries on all continent§he fourth
dimension, capacity buildingis a necessary condition for the successful phann
implementation and management of social securiticips. The ILO, over consecutive
programme and budget cycles, has invested sulataniti this area by compiling the

1% This section is based on ILO documé&icial security standards and the ILO campaigntifer
extension of social securjttsB.303/ESP/3 (Geneva, November 2008) presentditet@€ommittee
on Employment and Social Policy at the $@ession of the Governing Body.
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appropriate knowledge base and developing traiasityities, thereby laying the ground
for a large-scale initiative to improve the quaattite training of managers and planners in
developing countries.

The basic foundation for all of the ILO’s meansaaftion remains its standard-setting
competence. Standards underpin the authority agitinkeicy, as well as the basic policy
orientation for ILO technical advice and coopenatitts legitimacy rests, in turn, on global
tripartite consensus. The process of developing stamdards in social security has,
however, now been rather dormant for some two decdd 2007, the ILO analyzed the
“standards” base for the emerging policy paradignthe Global Campaign. The main
findings of the ILO papér can be summarized as follows:

(@) Convention No. 102, as the ILO’s flagship Canrtien on social security, embodies
an internationally accepted definition of the pijihes of social security and has been
recognized as a symbol of social progress. It ptaisy role in defining the right to
social security under international human rightstriitments and has to date been
ratified by 45 countries (31 in Europe, eight intihaAmerica, including the very
recent ratification by Brazil, five in Africa andhe in Asia (Japan)). This and other up
to date social security Conventions have had, antirme to have, a positive impact
on the development of social security schemes ist mauntries worldwide and serve
as models for regional instruments and nationalslaW thus remains a valid
instrument for the “vertical dimension” of the ex¢gon of coverage.

(b) However, the up to date social security Coneast including Convention No. 102,
show limitations in ensuring the provision of aidefi minimum benefit package. In
particular, they neither define priority benefit®rnrequire universal coverage.
Consideration should, therefore, be given to thebalation of a mechanism for
“horizontal coverage extensibthat can provide further guidance to countrieshie
establishment of a social floor package of thedgsiarantees, in line with the ILO
constitutional mandate.

The ILO paper identified a range of options thaildgrovide enhanced legitimacy to the
campaign strategy, ranging from a new promotiotietegy for existing standards to
additional mechanisms more effectively promoting thniversal human right to a
minimum social security benefits package. They lbarsummarized in the form of four
basic options:

m  Option 1: Designing a promotional strategy for wider ratdton and gradual
application of existing standards with the objeetof extending social security to all.

m  Option 2: Development of a new stand-alone social secunggrument (Convention
or Recommendation) providing for a universal right a minimum set of social
security guarantees for all in need (social assise Convention or
Recommendation).

m  Option 3: Development of a new instrument linked to Conearlo. 102 (Protocol)
and providing for a universal right to a minimunt € social security guarantees to
all.

5 |LO: Setting social security standards in a global stcieAn analysis of present state and
practice and of future options for global sociatsaty standard setting in the International Labour
Organization Social Security Policy Briefings, Paper 2 (Gene@08).

TMESSC-2009

37



m  Option 4: Development of an overarching non-binding mechanisnultilateral
framework) setting out core social security prinegpand defining the elements of a
minimum set of basic social security guarantees.

The combination of two, or more, of these optiores/rareate further policy alternatives.
More details are contained in Supplement C.
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3. How to get there: Practical policy options
and policy design issues

Table 3.1.

An overview of social security programmes and sawem@round the world shows that

more than 30 developing countries have alreadye@mphted a range of programmes that
broadly correspond with the logic underpinning blasic set of guarantees. In general, it is
clear that the middle-income countries are moreaded in this field, where an increasing

number of large-scale programmes have emergedgiiimnlast decade.

The ILO has compiled in the form of a “meta-study® results from about 80 individual
studies on new cash transfer programmes that hpxeng up in some 30, mostly
developing, countries around the world during et L0 years and are already providing
elements of a social transfer floor. Further comtawgnderived from the individual studies
is presented in Supplement B in Part B of this repbhese schemes and programmes
already reach between 150 and 200 million benefeggexcluding the effect of the new
social security provisions for the informal sedtorindia). ILO studies and various other
studies on existing social transfer schemes, cdechhat they are in general showing
positive impacts on poverty, health and nutritidre social status of recipients, notably
women, economic activity and entrepreneurial snsdéle investments, notably in
agriculture, and have avoided significant adveffects on labour market participation of
the poor populations they serve. Table 3.1 presantsoad assessment of the major
impacts of the various cash transfer schemes.

Summary of the effect of existing social transfer schemes in 30 countries

Criteria Number of studies finding impact to be

Positive ~ Small/neutral Negative
Income effects
- Poverty 46 9
- Inequality 5 1
Health/nutritional status 25 1 -
Education
- enrolment 30 -
- quality 9
Employment and labour
- Labour market participation 9 5 3
- child labour 12 3
Entrepreneurial activity/productive investment 40 5 -
Social status and social bonds 23 1
Gender equality 13 4 -
Source: ILO.

In addition to the overwhelmingly positive sociffleets of cash transfers, the studies that
analyzed the economic effects of cash transfernsebdound positive effects regarding
entrepreneurial behaviour in recipient families. nMafamilies used part of the cash
transfer to invest in small scale agriculturalatgs, including the purchase of livestock.
Thus, these families sought to create sources aufnile that should also provide some
degree of protection from future economic shockastigularly food price crises. In
Namibia, for example, the universal old-age andalioity pensions have stimulated
markets for locally produced goods and servicesddmeloping countries — just as in
industrialized countries — social transfers havenalestrated their capacity to act as
economic stabilizers.
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Table 3.2.

In Part B of this report, Supplement B describesamge of programmes in selected
countries. Here, it is observed that their impacgénerally encouraging, with multiple
contributions to desirable outcomes, such as rartrithealth, education, reduced income
poverty and inequality, improved skills and acdesspportunities.

A range of examples are available to show that fowveome countries can effectively

achieve improved coverage rates in a relativelytsiitme span. It is clear that there is a
strong link between a country’s level of income daoour market structure and general
level of coverage achieved, but it is certainly giole for countries to make strides with

remarkable rapidity — as shown for example by tbeecage for social health protection,

together with the relevant health care serviceSieaed in Korea (see Table 3.2 and also
further discussion in Supplement B).

Extending health care coverage can be accelerated

Country Year Coverage in % of total population GDP/capita in US$
France 1921 229
1980 99.3 12,742
2000 99.8 21,884
United Kingdom 1921 35.2
1980 100 9,524
2000 100 23,954
Korea 1921 -
1980 29.8 1,632
2000 100 9,671

Source: Extracted from ILO (2008d), p. 20.

The review of current practices also illustrates diversity of design and arrangements to
deliver benefits. In fact, there are many ways dhieve the set of basic social security
guarantees. For health care, in most of the camtreviewed, several schemes
(social/national insurance, tax-financed schemeschers, etc.) coexist. Programmes also
present different levels of integration with otlpedicy areas such as access to basic social
services or employment. While the government uguadls the overall responsibility for
the provision of adequate benefits, delivery camiaele through public or private sector
(profit or non-profit) vehicles, with a variety t#vels of decentralization. Each approach
will have its advantages and its problems and, @®dhin Chapter 2, each will be
historically path dependent. In any case, the desigd delivery of benefits should be
sensitive to the capacities (for example, abildycontribute) and needs of beneficiaries.
What matters in the end is that all people shoalgehaccess to the basic guarantees. It is
the outcome of national social security stratetfies matters, not the ways and means by
which countries achieve them.

The new schemes, which have sprung up around diee gkhow that there is a growing
consensus emerging on the importance of extendinglssecurity coverage for all, no
matter what the level of development is in a counfrhis marks significant progress
towards fulfilling the human rights aspect of sbaecurity. It appears that this progress
reflects a stronger acknowledgment of the esserbalribution of social security to
poverty reduction and human development. Incomarigand access to health care are
central to the protection provided by these nevesws.

While consensus on the necessity to guarantee satoceicome security and essential
health care for all — the questiowly’ provide social security to all? - is growing, thds

a substantial debate already well underway on traptementary question ofhow’
delivery of these benefits can be accomplishednirefiective and efficient way. The
following sections introduce some of the core issofethe policy debates, exploring some
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of the competing arguments, although to do so @eraprehensive manner is beyond the
scope of this paper. It is important nevertheles®iterate that there are a variety of ways
in which the basic set of social security guarantemuld be implemented. In this part of
the report, the debates on income security focuslynan non-contributory benefits as
these are emerging as the basis of cash transterodrer “new” schemes in most
developing countries.

3.1. Issues in access to health care

(@) Health care benefit packages

Before presenting elements of the internationahtiebn health care benefit packages, it is
useful to refer to the indications provided by takevant ILO conventions.

The ILO Convention No. 102 on Social Security (Mioim Standards) states that

healthcare benefit packages should cover all sesviof a preventive or curative nature”

related to “any morbid condition, whatever its acausnd pregnancy and confinement and
their consequences”. In detail, this means thabtrefit package “shall include at least”:

general practitioner care, specialist care at talspior inpatients and outpatients, essential
pharmaceutical supplies, hospitalization where ssmg and, in case of pregnancy and
confinement, prenatal, confinement and postnated ead hospitalization, if necessary.

These benefits should be provided, financed ancmizgd in a manner that avoids

(economic) hardship for the beneficiaries.

Convention No. 130 (Medical Care and Sickness Ben€bnvention) stipulates that need
for medical care “of a curative nature and, undesgribed conditions, need for medical
care of a preventive nature [...] shall be affordethwa view to maintaining, restoring or
improving the health of the person protected arsdalility to work and to attend to his
personal needs”. It calls upon members of the lb@dcept their “general responsibility
for the due provision of the benefits provided @mpliance with this Convention” and that
they “shall take all measures required for thigpse”.

Even the most basic benefits package to guarardeess to health care needs to be
designed with a view to equity and affordabilitydgprovide for both effective access to

adequate health care (not simply legal coverageeqland financial protection. However,

these objectives are challenged at three levels:

m  The individual and household levélealth care needs and priorities vary depending
on disease burden, poverty/vulnerability, age, genethnic groups, employment and
place of residence.

m  The systemic and scheme lev&tcess is dependent on the availability of quality
services. Strong inequities can be observed in n@ountries arising from the
physical availability of services, the density &illed health workers, the quality and
scope of services and gaps in financial protectieurthermore, the delivery of
healthcare benefits requires the introduction atpasing mechanisms that facilitate
responsiveness to needs and quality.

m  The global level.Some health interventions can be considered asalgipbblic

goods! International collective action undertaken in thisntext will influence
priorities at the national level and may lead toa@ns about resource allocation, in

! For example, those to eliminate some cross-bardi@municable diseases.
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the light of the strong divergence of the healttust, morbidity profile and access to
social health protection in low, middle and higlkéme countries. The international
development agenda, particularly as reflected enMIDGs related to health, also has
a strong influence on resource allocation and piesrset at the national level.

Furthermore, it is important to be aware that ddwalth protection is part of an economic
sector that offers, on one hand, significant panb address the linkage between ill
health and poverty, with a view to achieving betiealth status and related impacts on
poverty alleviation. On the other hand, it is imfpot to take into account vested interests
in the health sector which need to be balanced atiomal social health protection
strategies, taking account for example, of laboarket effects and issues related to the
economic development of the health sector.

A possible approach to address barriers to acaedwealth care consists of defining
“essential” benefit packages. Such a strategy e ladopted by 2007 in some 55 out of
69 low- and middle-income countriésThe benefit packages provided through health
protection schemes were reformed with a view tatimg more equity, effectiveness and
to address issues related to the conflicts inheirerdgpproaches of universality versus
targeting the poor, rationing of care, and qualitgwever, many of the reforms resulted in
fact in limitations of access to fully adequate Ittegare, which should be the key to
achieving global health priorities, such as thosghened in the MDGs on maternal and
child health care, and lacked adaptations to deamptgc and epidemiological changes,
needs and perceptions resulting in inefficiencieghe provision of serviceSSuccessful
countries have focused on integrative approach#wsuti limiting packages to low-cost or
very basic intervention$.

Defining the content of the benefit package acecwydo health priorities is not enough;
implementation issues also matter. There are soarequisites, at the systemic and global
level, for the successful implementation of esséribenefit packages with a view to
achieving the overall objectives of social healtbt@ction. They include:

m At the health system level:

0 creating fiscal space and generating domestidsfuior allocating sufficient
resources both in rural and urban areas and skremigy the overall financial
system;

o demand side strengthening with a view to empowatnof the poor and
vulnerable, for example, through providing voucheaenditional cash benefits
and using third party payers;

0 setting contributions according to the capaatpay;

o use of all existing — pluralistic — health finamg mechanisms in a coordinated
way that allows for filling gaps in coverage andiawing universal access to
health services. Possibilities include creatingkdges among, for example,

2 WHO: World Health Report 2008- Primary Health Care: Nowre than eve(Geneva, 2008), p.
27.

* Ibid.
* |LO: Extending social health protection in the Asia FiacRegion: Progress and challenges.

Asia-Pacific regional high-level meeting on sogialhclusive strategies to extend social security
coverage, New Delhi, 19-20 May 2008.

42

TMESSC-2009



national health systems, social and community-basgemes. Furthermore,
efficiency of service provision should be institutalized by clearly defining
responsibilities of different levels of care progtid, claims procedures, etc.;

0 ensuring social and national dialogue, infornmaod participation with a view
to empowerment of different groups in civil society

0 creating support for quality improvement, for mexde, through strategic
purchasing, quality management, ensuring appr@ptratning and decent work
conditions for the health workforce and monitoripigpvider performance and
reviews of benefit packages.

m At the global level advocacy, alignment of donands and technical cooperation and
training activities with a view to coordinated, otty-owned approaches such as the
One UN framework, Providing for Health Initiativench the International Health
Partnership.

(b)  Financing of the health systems, financial prot  ection
and targeted interventions

Access to adequate and affordable health cardlfgraains a key problem for many poor
countries; however, it is also becoming an increashallenge for high-income countries,
where demographic trends, rising costs, financiahstraints in public budgets and
economic considerations concerning internationainmetitiveness are making social
health protection reform a political priority. Tl®minant feature of the global financing
profile is the share of tax funding in the totahieh is, in general, significantly higher than
contribution or premium funding. However, tbeerall share of public financing of total
health expenditure, and the sharesatial health protection expenditure as a proportion of
both GDP and of total health expenditure, areall. IAs a result, solidarity in financing,
expressed by risk pooling, is limited and a largegte share of health financing — in the
form of out-of-pocket payments — shifts the burdérhealth expenditure to households
and health-related poverty ensues.

Out-of-pocket payments for healthcare, mostly mfttrm of user-fees payable at the point
of service, have proven to be one of the most tlmas factors for driving people into
poverty. As a result, many countries are curreptlysuing the establishment or extension
of social health protection, using scheme desigise¢h on prepayment for services, often
with exemptions for the poor, and those most irdn&em financial contributions.

A clear trend emerging during the past decade & lihe use of pluralistic health
financing systems, typically using various sourckfunding simultaneously for different
social health protection mechanisms. These meahanisclude national and public health
services, national health insurances, social heakbrances, community-based health
insurances and other forms of private health inmea At the systemic level, the
boundaries between contribution-based social imsgratax-financed national health
systems and “informal” arrangements such as conyibaised health insurance are
becoming increasingly blurred. Contribution-baskninents for certain groups or types of
services are coupled increasingly with tax-finanetzinents. System choice is made on
the basis of a needs and resource assessmenapph@Ech allows governments to choose
the most effective and efficient mechanisms havegard to objectives such as targeting,
revenue generation, fiscal space, solidarity afiecef on the labour market and overall
macroeconomic situation.

These developments have coincided with the widelg wiew that universal access to
health services should be achieved as quickly asilple. The corresponding financing
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3.2.

(@)

mechanisms are considered complementary at akbstaigdevelopment. However, there is
still significant scope for improvement in the cdioiation of schemes.

An approach which has proved successful in extgndatial health protection coverage
has been to work towards equity in access to hesthices through the provision of
benefit packages that are affordable and respoecifgjally to the needs and expectations
of the population. At the country level, a sigréfitt trend is the growing introduction of
targeted benefit packages provided to the mostevabie, including the poorest. The
actual benefit package may not be identical for gilten the diverging needs, issues in
outreach, ability to pay, etc. At the same timeryvearrowly targeted approaches (i.e.
disease-specific initiatives or initiatives focusemh certain groups) have grown
significantly in number in recent years. Many sgbbbal health initiatives have begun to
address systemic issues, providing an opportuaitgtegrate their experience in targeting
and efficient delivery of services into the ovesaltial health protection system.

Issues in income security schemes

Targeting based on conditions of personal incom e or wealth

The emergence of large-scale social assistancegonoges in developing countries, within
the context of poverty reduction, has brought tebate on targeting based on “resource
(income or wealth) conditions to the foregroundisTtiebate is driven by a number of
considerations which include affordability, costffectiveness, income inequality, values,
rights, employment trends and political supportm8oelements of this debate are
presented below.

Targeting based on individuals’ personal statusbeaocarried out in a number of ways:

m  means-testing although this requires high-quality data thatas available in many
countries and may be expensive to put in placemay be approximated by “proxy”
means-testing methods;

m  geographical targetingwhereby transfers are provided to everyone liiim@reas
where there is a high incidence of poverty;

m  community-based targetingvhich uses community structures to identify tlo@nest
members of a community or those eligible accordinggreed criteria;

m  categorical benefits provided to those recognized as belondgimga specific
vulnerable category of the populati¢e.g. indigenous people);

m  self-targetingsuch as in work programmes that offer a below-eiankage, based on
the logic that poor individuals only will choosedpt into the programme.

Targeting is found in many tax-financed programmesviding old-age pensions, child
benefits and benefits to those in the working ageufation who may be unable to sustain
themselves through paid work. As noted above, @ss used in health programmes. It is
often introduced in addition to other conditionsaticess benefits such as age (i.e. old-age

® Proxy means testing provides an alternative fofindividual assessment, employing more easily
observed indicators of well-being that serve axipsofor income, or wealth indicators associated
with poverty.

44

TMESSC-2009



pensions), place of residence (for example ruragm@ammes) or behaviour (for instance
school attendance).

Explicit arguments to support targeting are relatedffordability, efficiency and income
equality. Quite simply, it is argued that becawsgédted programmes have a lower number
of beneficiaries than universal programmes, theyless expensive and more sustainable.
By focusing income redistribution on the poor, &egl interventions in theofycreate the
same poverty reduction outcome with fewer resourned, for that reason, are more
efficient. For the same reason, targeted intergastare also seen as more powerful tools
for reducing income inequalities than universaistibution mechanisms.

These powerful arguments have played, and contioug@lay, a major role in the
widespread implementation of means-tested or sitpitargeted programmes throughout
the world. In spite of this, their conceptual baks@s been challenged in a nhumber of
aspects. Several areas of criticism can be digshgd.

Firstly, some of the arguments in favour of tanggtile-link one intervention, the targeted
programme, from the broader context of social ascaf policies. Thus the influence of
this context on income distribution and inequality a society is not given the
consideration it merits. While the preference faiversalism tends to be related to a
strong concern for equity and for progressive tattes preference for targeted intervention
is generally represented in a set of policies andegl by ideology where equity is less
prominent and tax less progressiv&his argument is advanced by authors such as
Mkandawire (2005). He concludes that “levels ofadiy are higher in societies pursuing
universalistic policies than those that rely on ngesesting and other forms of selectivity”.
In the same vein, Korpi and Palme (1998) formublateat they call “the paradox of
redistribution® the more we target benefits on the poor only, thiedmore concerned we
are with creating equality via public transfers tass likely we are to reduce poverty and
inequality” (ibid.).

Secondly, the arguments put very simply as abaléofaonsider the dynamic character of
poverty. As illustrated earlier in Table 1.1 in @tex 1, at a given date, a large proportion
of those who are presently poor were not poor @vipus years. Firstly, targeting transfers
at the poor only does not by any means preventrpov@econdly, the dynamic aspect of
poverty means that in any given period, there eGamioch larger numbers of the newly-
poor than might be anticipated, dealing with whoeeds can lead to levels of associated
administrative costs considerably higher than etqueowhen compared with more
universalistic interventions. More generally, asskna (2007) has stated: “Controlling the
generation of new poverty is — or should be — amaklyg important objective of poverty
reduction ... By focusing resources upon those wiecateady poor; it [targeting] directs
attention away from others who are falling into eady”.

Thirdly, the arguments above, which centre on thdiqular efficiency of the targeting
programmes, are general statements that have lemmglg challenged in the context
where the share of the poor population is highh\lie result that any “savings” resulting

® It is supposed here that well-targeted interverstiwill cover the same number of poor people as
universal ones and with a similar amount of begaefit

" In relation to this first observation, it should hoted that a means-tested programme with a very
redistributive design and effective implementatinay achieve limited redistribution if spending is
low or is financed through regressive taxation.

8 This “Paradox” is described in the “classical’eliature on poverty, although challenged by
several authors.
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from targeting are likely to be low), and the implentation of targeting is costly and
difficult, leading to both important inclusion arekclusion errors; such scenarios are
typical in low-income countries. More generally,ist argued that not all methods of
targeting are suited to all kinds of benefits, @vér the same effectiveness regarding
inclusion/exclusion errors; statistical and adntiaitve demands are very divergent. And,
in the end, the same is true of costs.

The issue of targeting cost is area in itself febate and it is argued that some of its
methods can be costly. The case of means-testasgpis an example in which the cost of
implementing the targeting method can come to sgrea high share of the total cost of a
programme. This arises because identifying the peoourately, where there is a lack of
reliable population data (and data systems), adating this information, is very complex
and costly. Nevertheless, some programmes havedidemno implement targeting through
proxy means-testing at low cosit has been noted generally that, the more efftcike
targeting mechanism is (reduced inclusion errbig,more expensive and the more it may
induce exclusion errors. In summary, it is imposito assess the costs of targeting
without reference to the inclusion and exclusiarsrgenerated. This is stated succinctly
in the conclusion of an Asian Development Bank gt(Weiss, 2004) which states that:
“With relatively high level of leakage the expeaatis that in practice most targeting
measures have been high-cost means of transféreimefits to the poor”

Finally, some argue that targeting costs shouldce tao account not only direct

administrative costs of implementation, but als® timdirect costs to programme

participants. This means that programmes with lokmiaistrative costs (as is often the
case with self-selection methods), can still beyvepensive when the costs incurred by
participants are considered. Some examples rejdtestcost of time spent, transportation,
loss of other income opportunities, fees (and sonest bribes) required for acquiring the
necessary documentation, the possibility of stigrie erosion of self-esteem and
community cohesiveness, and the potential undengiof informal support networks.

Another controversial area surrounding targetingsgossible exclusion effect. On one
hand, those in favour of targeting point out tha¢ fprogrammes minimize exclusion
because their design makes them more sensitiveetsptecific needs and capacities of the
poor. This design sensitivity, it is argued, ishzgs more prevalent than in universal
programmes where the design is based on a “stardarsehold”. On the other hand,
others remain critical of this argumelftand argue that targeting increases exclusion by
setting conditions (relating to income or wealthhielh are difficult to assess, by
generating direct and indirect costs for potertimheficiaries, or by being too demanding
for implementation by local institution’s: *?

® The Mexican Conditional Cash Transfer Progranm@mortunidadesis a good example of a
targeted programme which presents relatively loaluision error and low administrative costs
(including targeting): less than 4 cents per inségteso (SEDESOL, 2009).

19 Mkandawire, for instance, argues that, the myapé underpins the rationality of targeting is
also quite arrogant in that it presumes that adstahprototype of the poor exists.

| ocal institutions may have a restricted capattyapply some targeting methods and for that
reason they have a limited capacity to be ablestiver benefits.

2 Having said that, it should also be underlined faators other than targeting or universalism
generate exclusion, such as potential beneficiabieing poorly informed about benefits, the
difficulty of accessing benefits due to the nonikalality of banks or mail services in some areas,
geographical isolation, discrimination and stigiuagl so on.
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While this discussion is by no means exhaustive camclude this subsection with two
final remarks.

It is important to bear in mind the technical coexity and the heterogeneity of
experiences in targeted schemes and their empoiggbmes. It is these characteristics
that have fuelled, and promise to prolong, the tieba targeting according to personal
resources or status. It is also true that this telm inextricably linked with political
factors. Beyond the purely technical issues, mslitand ideology have influenced the
relative inconclusiveness of the debate on thevaglee of targeting, and fundamentally set
the context for the questions of whether to intemwesource-based targeting and the
definition of resource thresholds that define whar not eligible. These questions are
themselves, to an important extent, based on vahefiecting the power that different
actors in the political arena have, to promoterthialues™ and interests. It appears that
targeted programmes have enjoyed a particular Isiegdimacy during the last decade,
perhaps because they are perceived as fair, isghse that they claim to address those
most in need and, by doing so, can contribute éa¢lduction of existing inequalities. The
suspicion exists, too, that the process of defirghgibility for benefits does not always
meet appropriate standards of independence arspasency.

Finally, in this area, as with many other aspe€tsoaial protection, each choice entails its
own advantages and disadvantages. It is impor@ntonsider these advantages and
disadvantages, not in isolation, but in a comprsivenway. As shown above, improving
some aspects may have negative effects on othées.débate on targeting based on
conditions relating to income, wealth or other tegses invariably tends to uncouple the
discussion from specific programme objectives,rtlientext of implementation and the
characteristics of beneficiaries. Targeting is norenthan a tool whose relevance and
design should first be assessed according to itgibation to those objectives. Regarding
the objective of poverty reduction, effective tdaingg programmes have proven to have
very positive outcomes as illustrated in Supplem@ntin Part B of this report.
Nevertheless, they should neither be consideratiea®nly form of transferring income
efficiently to the poor, nor as sufficient to fighdverty alone.

(b)  Conditionality

Of all the new additions to social security ovee thast decades, the increasing use of
conditional cash transfers (CCTs) has perhaps bme: of the most significant
developments. Many CCT programmes are targetedat pouseholds with children.
They are considered to be innovative and distiector a number of reasons: (i) for their
targeting mechanisms(ii) beneficiariesreceive cash instead of in-kind benefiend
(iii) the transfers are conditionain that they often impose behavioural conditionstloe
individual/household in receipt of them. These c¢tods oblige individuals to satisfy
some action that is linked with human developmeodlg (i.e. child visits to clinics or
ensuring a high level of school attendance). Thamytinue to be an increasingly popular
means for improving human development outcomes raoldicing poverty. However,
whether CCTs should remain conditional is not ursally agreed. The following
paragraphs discuss in more detail several key ipmsssurrounding the current application
and nature of CCTs. Firstly, do the conditionaditté CCTs serve human rights? Secondly,
regarding their effectiveness, do the conditiorisgpabout a marked difference? Thirdly,
are they promoting or limiting poor people’s “aggitc Fourthly, are they replicable
elsewhere, given that the majority of experiencedi® has been in Latin America?

13 “political” is understood here in a broad sensengrising not only the political parties and
government but also other social forces and puginion in general.

TMESSC-2009

47



Conditionalities and human rights

There are mixed opinions on the status of CCT dmmdilities in terms of human rights.
Some argue that they are contradictory in natum a@structive to the human rights
agenda, while others stress the importance of afhigs complementing those rights.

The first argument is that human rights are undamtil, and as social security, health and
education represent generally-recognized humantsiigh is therefore unacceptable to
“deny a person (parent or child) a fundamental humght; a violation that might occur
through the imposition and enforcement of conddidies” (Kinnemann and Leonhard,
2008, p. 22). From this perspective the existeriosonditionalities represents a potential
denial of human rights.

This problem is exacerbated by the fact that tHélment of the conditions may not
entirely depend on the beneficiaries, but alsohmnavailability and quality of the basic
social services. The non-existence of such seniibgiies the exclusiore factoof a
group of people in need of access to the righbofas security. This situation, it is argued,
is particularly dramatic in areas deprived of sb@arvices and where, traditionally,
vulnerability is also higher. Furthermore, the oppoity costs of meeting conditions of
CCTs may penalize the most vulnerable who are ddastto meet such conditions.

Additionally, it is argued that the responsibilay fulfilling conditionalities falls solely on
the individual/household, and as a consequence d@ipficitly convey the idea of
“deserving” and “non-deserving” poor. While suclpie-conceived view might tend to
facilitate the political and social legitimacy &iet CCT, it is clearly detrimental to a human
rights perspective. Rights are universal in characdnd cannot be based on supposed
“deservingness”.

However, as noted earlier, conditionalities areo afslvocated from a rights-based
perspective. In fact, they have been invoked asytew promote a combination of rights
and as a means to facilitate their materializatibinis represents an important shift as,
although universal in principle, in practice righ@ve remained unfulfilled for many, if not
most, of the poor. In other words, CCTs may repreaeconcrete way to bridge the gap
between the legal basis of rights and their pratfidfiiment. It is argued that this can be
achieved because it is recognized that the sitgtknowledge of beneficiaries, and their
behaviour, are key factors for the materializatanrights. In addition, CCTs can also
positively influence the behaviour of non-benefiia who may wish to gain access to
participation. More broadly, it is argued that citiethalities bind not only the
beneficiaries, but also the public authoritiescteate the necessary conditions (i.e. basic
services availability) for their fulfilment. This why CCTs are now presented as a vehicle
co-responsibility, for example in the discourseparfing theBolsa Familiaprogramme in
Brazil. It is beyond the scope of this paper tayaut any extensive review of supply-side
benefits, but it suffices to say that CCTs ten@xpose the limits of existing basic social
services and can play a valuable role in encouggttjieir upgrading.

Furthermore, in assessing the role of conditioiealitit is essential to consider the way
public authorities enforce them. In reality, ladkcompliance can have different effects in
different programmes. It can be the trigger fouaifive approach leading to the exclusion
of the beneficiary. Equally, non-fulfilment can @lbe understood as having a function
revealing the vulnerability of individuals. Thisests light on the balance — or the lack of it
— between the solutions provided and the need$@fbeneficiary. This can create a
“feedback loop” in which further inquiry leads toogressively improved solutions.

Finally, the existence of conditionalities can sgien the bargaining power of some
household members (de Brauw and Hoddinott, 2088)eby facilitating the fulfilment of
their rights and promoting their status within timisehold. This aspect can be particularly
important for women and children as they traditlgnaccupy subordinate positions
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within the household. Such conditionalities miglstoavork to overcome stigma-inducing
effects otherwise associated with welfare paymédes Brauw and Hoddinott, 2008).

Finally, recent findings in behavioural economi¢®mw that “myopic households often
undertake actions that can reduce their own long-teelfare (...) Conditionality offers a

constraint that limits the adverse effects of thigpia.” (ibid.). In other words, CCTs may
provide a safeguard against poor-decision makiegrigistent with human development
goals or, arguably, with the best interests of bokl members.

Do conditions make the difference?

One key argument advanced for preferring conditidnaunconditional cash transfer
schemes is that conditions act as a strong ineeidivfamilies to invest, in particular in
the health and education of their children. Copdaiities also constitute a stimulus, if not
an obligation, for public authorities to investriglevant services when their availability
and quality is not satisfactory. In practice, CG%&sre demonstrated good outcomes that
tend to confirm such assertions, although relatilille research has been documented to
date. Evaluations of the Mexican C®Fogresa which assessed the impact of imposing
education-related conditions on school enrolmendtattendance, show a significant effect
(de Brauw and Hoddinott, 20083.

That said, and as described earlier in this chapteronditional cash transfers (UCTs) can
also deliver favourable human development outcofesinstance, DFID has argued that
“cash transfers do not need to be made conditionaschool attendance to impact on
children’s education” (2005, p. 14). The old-agegiens in Brazil have helped to increase
school attendance and there is evidence that tte maid through the Namibian pension
scheme has ultimately been spent on children’s atuc in spite of the absence of
conditions. Thus, it cannot be automatically assimés the conditionalities themselves
that are pivotal in satisfying human developmené&lgjo Nevertheless, the conditional
element helps improve the acceptability of sociansfers directed to the poor.
Conditionalities evidently improve political accapte of schemes, because they reflect
the social ethic of reciprocity - that benefits the poor, as much as other members of
society, should be balanced in some way by respititiss.

CCTs also have a number of drawbacks in terms wiamudevelopment objectives. If, for
example, a household fails to satisfy a condititya@n health, it might be excluded from
other developmental benefits encompassed withinsdme CCT(s), such as reduced
poverty and improved nutrition. The goal of humavelopment would hardly be served
and strengthened by “punishing” households thrasiggpension or being expelled from
the programme for unfulfilled obligations, when $kavho would suffer directly are likely
to be children, rather than those who must actdalfif the obligations.

Poor people’s agency and CCTs

Some argue that because CCTs strengthen accesaltb, leducation and better income,
they promote poor people’s “agency”. In additiolme texistence of conditionalities can
strengthen the bargaining power and status of woamehchildren within the household.
On the other hand, some see CCTs as representomgnaof mean-spirited paternalism,
showing little faith in the poor to know what isdbefor them and their families. As
Kinnemann et al. (2008, p. 16) have argued, CCTghia sense are “freedom

4 De Brauw and Hoddinott found that on averagedeéit in households that did not receive the
monitoring forms are 7.2 percentage points lesdyliko enrol in school (2008, p. 1). Furthermore,

“When children were making the transition to lovgecondary school, the impact was even larger,
while there was no measurable impact on childrenticoing in primary school. The impact is even

more pronounced among households with illiteratedk® (ibid.).
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constraining”, depriving “the poor of the freedom take the appropriate decisions to
increase household welfare”. This view is echoedShynson et al. (2006, p. 12) who
points out that there is a strong argument agaiosiditional transfers because “the
imposition of conditionalities may unnecessarilydermine household autonomy and
presumes that the poor will not make rational ce®ifat improve their livelihood”.

Replicability of CCTs

(€)

Another important aspect of the debate is the tuesdf whether CCTs can be
operationalized in countries other than the “eadippters” in Latin America. Are they
really suitable and feasible in low-income courgnighere existing infrastructure is less
well developed? What is possible in large middiesime countries such as Brazil is quite
different in a low-income sub-Saharan country. Aged by Tabatabai (2006, p. 13), low-
income countries are likely to be hampered by msjmply-side constraints, a severe lack
of schools and clinics, and with limited budgetapsources. For many, there is a
continuing concern that in low-income countriemight be more effective to redirect the
resources which would be needed to administer dondi and which might be better
applied in improving existing social services. Sypgide constraints are obviously more
pressing in poorer countries and the regions withiam. One final point is that the
continuity of CCTs is by no means assured when igowents change.

This debate is unlikely to be settled in the foesd#e future. Nevertheless, CCTs have
become a promising new means to reduce povertyimpdove human development
outcomes.

Social assistance: From redistribution to socia | inclusion

Among the important drivers of the emergence of isdocassistance is the

acknowledgement that, even in contexts where dantiy schemes were and are well
established, an important percentage of the workigg population lacks the minimum
economic conditions for a decent life. As they hdeen traditionally conceived and
implemented, social assistance schemes actedeogten the income security of the
poor, viewing them as members of society as a whntktransferring to them part of the
wealth produced by that society.

On the basis of this redistribution function, sbeaissistance was understood fundamentally
as a “safety net” protecting those whose incomaurdgccould not for any reason be
assured by the social insurance-employment nexusndst cases this protection was
understood to be temporary, as it was expectedttieahatural economic functioning of
society would integrate them back into the econasystem.

The redistributive function of social assistance haen, continues to be, and will always
be essential in combating poverty by ensuring thatimmediate needs of the poor are
met. However, such systems also have a longer4tedmtributive function, in providing
some measure of income support for those whorftdl temporary poverty, pending their
economic reintegration. A further important aspefatedistribution is that of an economic
“floor”, which allows beneficiary households conted access to “social assets” (for
example, education and health), and so improvieg tksilience in the face of poverty.

However, while social assistance represents a sagesomponent of the whole, it has
not, alone, proved sufficient to combat povertyha long run. Ultimately, it is necessary
to address directly the diverse factors underlypogerty, particularly that of exclusion
from a series of “social assets”. The last 20 ydarge in fact seen new forms of social
assistance explicitly addressing these and othegrpofactors, thus going beyond simple
redistribution and leading social assistance frorfsafety net” to a “social inclusion”
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framework, and providing access to a range of bamigices, particularly health care and
education, and to economic opportunities.

Access to health services for children and theithais and access to education by
children are the most common features of such progres (particularly those of the CCT
type). They are seen as a valuable mechanism enathe capabilities of poor people,

thus providing an escape from poverty over the Itargr. Ensuring children’s access to
education is especially beneficial, as it helpsreduce child labour, which not only

represents a violation of children’s rights, busacaltends to entrap them in lower
skilled/poorly paid jobs when adults.

Access to economic opportunities has been pronetedr directly, through the provision
of work (as exemplified in public works programmesy) indirectly, by creating the
conditions for developing employability, entreprerghip and access to the labour market
(including input grants, access to micro credit aradhing).

Another important aspect of inclusive social assise has been support for particular
categories of working-age poor. A group of paréeuimportance is that of working-age
women; one example of such a scheme is the Indiatiotl Rural Employment
Guarantee Scheme (NREGS), in which a specific sbhpdaces has been reserved for
women. Another group meriting special attentiothist of the “extreme poor”, who face
specific obstacles limiting access to availablevises and economic opportunities. The
relevant programmes often work in an intensive pedsonalized manner in areas of
exclusion (BRAC/TUP in Bangladesh a8dlidarioin Chile are notable examples).

Accordingly, inclusive social assistance has gaimeaninence in the human development
agenda. It has become a major instrument for aslitigepoverty while promoting more
cohesive societies. Notwithstanding, as the patkrithpact of social assistance in
addressing poverty has increased, so have thesnbaB.

The first such challenge is the need to providesttrgices, the very demand for which is
built by social assistance. Availability of heaithd education services, and their capacity
to cope with increasing demand, becomes the kegutxess. The same applies to
economic opportunities, in terms of the creatiod anstainability of jobs, particularly in
an unfavourable macro economic climate.

The second challenge is to ensure the adequacynhpin terms of quantity but also of
guality, of services offered and jobs created him tase of services, while overall quality
matters, fulfilling the needs of the poor is ofrpairy importance. A good example of this
can be seen in education, where the key objectve iensure that increased school
enrolment and attendance are not accompanied hyegr@rop-out rates and greater failure
rates.

This discussion illustrates the importance of cowtihg social assistance with other
sectors (particularly education, health, and empleyt), preferably within a global and
integrated development framework.
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4.

4.1.

Summary, conclusions and questions

Summary and conclusions

Whatever the national setting, social security esyst act associal and economic
stabilizers They not only prevent people from falling intoveoty and insecurity, ensure
access to needed health services and educatioredude the likelihood of social unrest,
but are also an indispensable factor in peoplaisiyrstive capacity, stabilizing aggregate
demand in times of economic crisis.

In countries currently lacking strong social setyuand income support programmes, the
first building block of a comprehensive nationatisb security system should comprise a
basic package of social transfers, which in contimnawith actions that guarantee access
to adequate and affordable nutrition and essestigial and health services, formsazxial
protection floor Widespread support is gathering for a policy wheountries can grow
with equity, i.e. providing some form of social fgction from the early stages of their
economic development. Indeed, there is evidence ihdhe absence of an appropriate
concept of equity and equality, economic growthasin fact sustainable in the long run.

The core policy concepts described here emerge tlmmanalysis of, and reflect the
principles underlying all of: the Universal Declaoa of Human Rights, the ILO’s
Constitution of 1919, the mandate defined in thel@ration of Philadelphia of 1944, the
Conclusions of the ILC in 2001, the DeclarationSwmtial Justice for a Fair Globalization
(2008), and the Global Jobs Pact (2009), togethién the relevant up-to-date ILO
Conventions.

The social security development paradigm

A conceptual strategy for the campaign to exterglas@ecurity coverage appropriate to
present global economic and social conditions caw e outlined, resting on the
foundations of the legal bases laid out here, &edbasic principles distilled from the
ILO’s overall policy approach. This must be a twodnsional approach. The first
dimension comprises the extension of a measuracoine security and access to health
care, even if at a modest basic level, to the @pipulation. This dimension may be called
“horizontal extension” In the second dimension, the objective is to seglovide higher
levels of income security and access to higherityuatalth care at levels that protect the
standard of living of individuals and families, evethen faced with fundamental life
contingencies, such as unemployment, ill healthalidity, loss of breadwinner and old
age. This dimension may be calle@rtical extension”

The metaphor emerging from the above consideratibitbe strategic framework for the
extension of social security coverage is the imafga social security staircase. The floor
level comprises basic guarantees for all, the skterel a right to benefits for those with
tax paying or contributory capacity (wherein minmmwbenefit levels are defined and
protected by law) and, finally, for those with aesiic need for high levels of protection,
voluntary arrangements can be organized, typictdhpugh private insurance, which
should be regulated by public supervision. Thisaplebr applies to countries at all stages
of development, albeit that the proportion of paptnts whose only protection consists of
basic social guarantees is, of course, larger imtres at a lower level of economic
development. The organizational form of the implatagon of the paradigm should be
framed by national policy and cannot realisticdléy determined on an international basis.
Ultimately, the objective must be to ensure appadersocial outcomes, namely that
everyone has access to some measure of socialtgend that their protection improves
as economies develop.
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The concept of a social protection floor

The concept of aocial protection floohas been adopted by the CEB as one component of
its policy approach to address the global financradis, and was endorsed by the ILC
2009 as an element of the Global Jobs Pact. A Ispordection floor is conceived as
consisting of two main elements that help to reafizspective human rights:

—  Essential public servicegieographical and financial access to essentiaicgsrysuch
as water and sanitation, health and education).

— Social transfersa basic set of essential social transfers, in eashin kind, paid to
the poor and vulnerable to provide a minimum inca®eurity and access to essential
health care.

The social transfer component of the social protection floot,comprises a basic set of
essential social guarantees realized through &ensf cash and in kind typically ensuring:

— universal access to essential health services;
— income (or subsistence) security for all childileough child benefits;

— income support combined with employment guarantewl/or other labour market
policies for those of active age able (and willibg)vork, who cannot earn sufficient
income on the labour markét;

— income security through basic tax-financed persifor the old, the disabled and
those who have lost the main breadwinner in a famil

The term “guarantees” leaves open the questionhetthver all or some of these transfers
are granted (i) on a universal basis to all infadt@t of a country; or (ii) arranged through

compulsory, contributory broad-based social insteaschemes, or (iii) only in case of

assessed need, or (iv) are tied to a number ofvieiral conditions. The key determinant

is that all citizens have access to essential lnesdrvices and means of securing a
minimum level of income.

Different countries will envisage and implementfeliént combinations of needs-based,
insurance-based and universal non-contributoryesystof social protection. The process
of deciding how to construct the basic social flaod which benefits to introduce as a
matter of priority should be driven by considerasioincluding levels of poverty and
vulnerability, together with the availability ofsttal space and institutional strength.

Presently 80 per cent of the global population leas than adequate social protection
coverage. However, new systems of basic cash &ensioupled with social welfare

services are emerging. While funding, implementatiwodalities and policy implications

vary considerably, all systems throughout the waehdre the objectives of reducing the
vulnerability of households and its causes, andcrefuring access to food, health and
education. During the last ten years, new caslsfearprogrammes have sprung up in
approximately 30, mostly developing, countries @aitle and can be seen already to be

! See The Universal Declaration of Human Rightsapa22, 25 and 26.
2 |LO (2008e), section | A(ii).

% Including women during the last months of a pregyaand during the month immediately
following delivery.
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providing elements of a social protection floor.dLby flagship programmes, such as
Oportunidadesn Mexico, Bolsa Familiain Brazil, the child-, old-age and invalidity gtan
system in South Africa, and the 100-day rural emplent guarantee scheme in India, the
number of programmes now in operation worldwidapproaching 80, and the number of
participants between 150 and 200 million. Nevegbg| this still represents a small
percentage of the global population living in eRtespoverty.

Affordability and financing of the social protectio n floor

The ILO has calculated that a set of minimum trarssheed not be costly in per capita

terms. A costing study of 12 low-income developoagintries shows that the initial gross

annual cost of a hypothetical basic social transéekage (excluding access to basic health
care that to some extent is financed already)dgepted to lie in the range of 2.2 to 5.7 per

cent of GDP in 2010. Individual elements appeanawere affordable. The annual costs

of providing universal basic old-age and disabipgnsions, for example, are estimated in
2010 at between 0.6 and 1.5 per cent of GDP icdhatries considered.

The core challenge for financing the basic socedusity guarantees remains that of
securing the necessary fiscal space. The widetyaoferesources that countries, at the
same level of GDP per capita, spend on social fees)sindicates that the allocation of

resources to the financing of social transfer gepsally a matter of political determination

and priorities. “Political will” is needed to allate a certain share of existing government
resources for social security and to increase theeeded.

The increase of fiscal space for social securiti tlequires political decisions with respect
to government spending priorities, together in meaises with investments in national tax
reforms. The example of many African countries wgrithe last decade shows that
developing countries can successfully increase teeenues relative to GDP.

While seeking to expand the “resource envelope’ilavie for the financing of social
security, it is of course critically important tecognize the feasibility of making
significant improvements through the effective akéhe resources that are available. Thus
measures should be taken to maximize the admitisraapacity to deliver benefits
efficiently, and to minimize waste and misuse cigces.

Instrumental aspects of the ILO’s ongoing approach

The ILO’s basic legitimacy for all means of actiomgtably its policy recommendations,
remains its standard setting competence. Existi@gdtandards in social security provide
an excellent basis for the vertical extension afisdosecurity coverage, but are much
weaker when it comes to extending benefits to mithee basis of a minimum set of social
guarantees. While the Constitution provides a gdn@nandate, the only formal
instruments that promote universal coverage foricbhenefits are Recommendations
Nos. 67 and 69 of 1944. While Recommendation Nch&¥ been declared up to date, this
is not the case for Recommendation No. 69.

Standards provide the basis for the authority ®fyall as the basic policy orientation for,
all ILO technical advice and cooperation, includiagtivities under the campaign. The
existing instruments, the constitutional mandat¢hefILO and the Universal Declaration
of Human Rights, form the legal basis for the dogisrantees in the social floor concept.
However, a mechanism consolidating the legal mandaid providing guidance with
respect to the exact definition of the four basiamntees, the level of protection, as well
as the variety of organizational and legal fornat the guarantees may take, would appear
necessary to facilitate national and internatiquudicy formulation and guide the ILO.
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4.2. Questions for discussion

How can a coherent, coordinated and realisticonati social security strategy be
defined in such a way as to combine optimally thezontal and vertical dimensions
of the extension of coverage?

How can/should a country establish its own benmefirities, and on the basis of what
dimensions and parameters, in the framework o$ticgal protection floor concept?

How can/should countries go about sequencingativés in relation to the social
protection floor together with higher-level socialcurity measures?

How should minimum benefit levels be establisheking into account national
poverty thresholds and prevailing income levels?

How can fiscal space be preserved, freed, andtended to ensure the financing of
adequate benefit levels?

How (through legal, advocacy or other means) barbenefit mechanisms, which are
necessary to an effective guarantee under the |spaiéection floor concept, be
promoted, at both national and international I¥els
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Annex

Terminology

Social protection and social security

The terms “social protection” and “social securigre used in divergent, and not always
consistent, ways, differing widely across countriesernational organizations, and also
across time. The purpose of this annex is notd¢eraany universal definitions, but simply
to clarify terms and concepts as they are uselisiréport and other ILO documents.

Social security

The notion of social security adopted here covinh@asures providing benefits, whether
in cash or in kind, to secure protection, inteaalfom (a) lack of work-related income (or
insufficient income) caused by sickness, disahilitpaternity, employment injury,
unemployment, old age, or death of a family memfigyrjack of access or unaffordable
access to health care; (c) insufficient family sappparticularly for children and adult
dependants; (d) general poverty and social exalustocial security thus has two main
(functional) dimensions, namely “income securityida“availability of medical care”,
which are identified specifically in ILO Recommetidas Nos. 67 and 69, respectively, as
“essential elements of social security”. These Reunendations envisage that, firstly,
“income security schemes should relieve want aegegmt destitution by restoring, up to a
reasonable level, income which is lost by reasoimatbility to work (including old age) or
to obtain remunerative work or by reason of thetilef the breadwinner®. Secondly, “a
medical care service should meet the need of tHieidtual for care by members of the
medical and allied professions” and that the “maldicare services should cover all
members of the community”.This duality is also reflected in the formulatiof the
Declaration of Philadelphia that speaks of “sos@turity measures to provide a basic
income to all in need of such protection and corngnsive medical care”

Access to social security is, in its essential reata public responsibility, and is typically
provided through public institutions, financed eitlfirom contributions or taxes. However,
the delivery of social security can be and oftemandated to private entities. Moreover,
there exist many privately run institutions (ofurance, self-help, community-based or of
a mutual character) which can assume a numberle$ no social security, and important
modalities of income security, including, in paunt@r, occupational pension schemes,
which complement, and may substitute in considerabtasure, for elements of public
social security schemes. Entitlements to sociaurggcare conditional either on the
payment of social security contributions for prédsed periods (i.e. contributory schemes,
most often structured as social insurance arrangesner on a requirement, sometimes
described as “residency”, under which benefitsppozided to all residents of the country,
which also meet certain other criteria (i.e. nontdbutory schemes). Such other criteria
may make benefit entittements conditional on agalth, labour market, income or other
determinants of social or economic status and/@nesonformity to certain forms of
behaviour. Means-tested social assistance is aa$pase, envisaged under the provisions
of Recommendation No. 67 concerning income security

1 |LO Income Security Recommendation, 1944 (No. &0)iding principles, para. 1.

2 |LO Recommendation concerning Medical Care (No1&Bi4), paras. 1 and 8.
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What distinguishes social security from other doarsangements is that: (1) benefits are
provided to beneficiaries without any simultanececprocal obligation (thus it does not,
for example, represent remuneration for work oepservices delivered); and (2) that it is
not based on an individual agreement between thieqied person and provider (as, for
example, a life insurance contract) but that theeexment applies to a wider group of
people and so has a collective character.

Depending on the category of applicable conditi@slistinction is also made between
non-means-tested schemes (where the conditionsrafib entittement are not related to
the total level of income or wealth of the beneligi and his family) and means-tested
schemes (where entitlement is granted only to theglke income or wealth below a

prescribed threshold).

A special category of “conditional” schemes inclsidehemes which, in addition to other
conditions, require beneficiaries (and/or theiratieks or families) to participate in
prescribed public programmes (for example, spetifiealth or educational programmes).
In recent years, schemes of this type have becarmowrk as Conditional Cash Transfer
(CCT) schemes.

The “branches” (or functions) of social security,defined in Convention No. 102 include
protection in case of sickness (medical care aodnme support), disability (medical care,
rehabilitation, income support, long-term care),teangity (medical care and income
support), employment injury (medical care, reh#ddilon, income support), unemployment
(income support, active labour market policies), afje (income support, long-term care),
or death of a family member (income support). Coaegtaiming, however, to provide the
broadest support to citizens would typically addtheir portfolio of social provision,
functions including income support to secure haysamd income support in case of
general poverty and social exclusion.

Social protection

The term “social protection” is used across thelgvand institutions with an even greater
variety of meanings than “social security”. It iftem interpreted as having a broader
character than social security (including, in maftr, protection provided between
members of the family or members of a local commyyi but is also used in some

contexts with a narrower meaning than social secitinderstood as comprising only
measures addressed to the poorest, most vulnerakbecluded members of the society).
Thus, in many contexts the terminology of “socedwity” and “social protection” may be

largely interchangeable, and the ILO (following tharopean tradition) certainly uses both
in discourse with and the provision of relevantiedio its constituents.

In this report, accordingly, reference is madegocial protection” as having the following
aspects: (1) as “protection” provided by socialusig in case of social risks and needs;
(2) in relation to a “social protection floor” amwsaged by the family of UN agencre®

% This usage was reflected in the World Labour Rep®60: Income security and social protection
in a changing world (Geneva, ILO 2000).

* It may be noted, however, that ILO does use tisétirional title of “Social Protection Sector”
which comprises a wider range of programmes thaiabkeecurity and deals with issues including
safety at work, labour migration, and other aspette/orking conditions such as hours of work,
wages etc.

® See deliberations of the United nations systenefCBkecutives Board for Coordination (CEB),
Paris, April 2009 (CEB/2009/1).
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include not only social (security) transfers, bigoaaccess to a range of basic social
services.

Social transfers

All social security benefits comprise transferghei in cash or in kind, i.e. they represent a
transfer of income or (most often health care) ises: This transfer may be from the
active to the old, the healthy to the sick, thduafit to the poor, among others. The
recipients of such transfers may be in a positmmeceive them from a specific social
security scheme because they have contributedctoascheme (contributory scheme), or
because they are residents (universal schemed fesalents), or they fulfil specific age
criteria (categorical schemes), or they experiespecific resource conditions (social
assistance schemes) or because they fulfil segéthkese conditions at the same time. In
addition, it is a requirement in some schemes hieateficiaries accomplish specific tasks
(employment guarantee schemes, public works) ar tthey adopt specific behaviours
(CCTs). In any given country, several schemes fiémint types generally co-exist and
may provide benefits for similar contingencies tffedent population groups. The more
specific characteristics of these different scheamesoutlined below.

In contributory schemes the contributions made Ilepefficiaries directly determine
entitlement to benefits (acquired rights). The ntmsthmon form of contributory scheme is
of a statutory social insurance scheme for formalgevemployment and, in some
countries, for the self-employed. Other common buatory schemes include national
provident funds that usually pay a lump sum to Keiagies when particular contingencies
occur (typically old-age, invalidity or death). Ithe case of wage employment,
contributions are usually paid by both employeesl @mployers (by and large,
employment injury schemes are fully financed by kygrs). Contributory schemes can
be wholly financed through contributions but ofme partly financed from tax or others
sources (either in the form of a subsidy to cover deficit, or in the form of a general
subsidy supplanting contributions of all contrilnstoor subsidizing only specific groups of
contributors) or beneficiaries (those not contiitigit because of caring for children,
studying, in military service, unemployed or thegieh too low a level of income to fully

contribute or too sub-minimum benefits becaus@wfdontributions in the past).

Insurance schemes, in the context of social sgcumdfer to schemes that guarantee
protection through an insurance mechanism. Inserémbased on: (1) the prior payment
of premiums or contributions, i.e. before the ocence of the insured contingency; (2)
risk sharing or “pooling”; and (3) the notion ofyaarantee. The premiums paid by (or for)
insured persons are pooled together and the megulind is used to cover the expenses
exclusively incurred by those persons affectedhsy dccurrence of the relevant (clearly
defined) contingency or contingencies. It is comrmiwgt contributory schemes make use
of an insurance vehicle (usually social insuranbe}, the reverse is not necessarily true
(national provident funds, for example, do not gat feature risk-pooling). It should be
noted that social insurance is distinguished iictstechnical terms in that the risk-pooling
is based on the principle of solidarity, as agaimsuurance arrangements of a more
familiar, commercial type, based on individuallylezdated risk premiums.

Many social security schemes of the contributonyetyare presented and described as
“insurance” schemes (usually “social insurance s&®), despite being, in actual fact, of
mixed character, with some non-contributory element entittements to benefits; this
allows for a more equitable distribution of bergfiparticularly for those with low
incomes, short or broken work careers among othérese non-contributory elements
take various forms, being financed either by ottmmtributors (redistribution within the
scheme) or by the State.
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Conversely, non-contributory schemes or socialstste schemes (normally) require no
direct contribution from beneficiaries or their doyers as a condition of entitlement to
receive relevant benefits. Non-contributory schenmetude a broad range of schemes
including universal schemes for all residents, saakegorical schemes or means-tested
schemes. Non-contributory schemes are usually dednthrough tax or other State
revenues.

Universal schemes for all residenfwovide benefits under the single condition of

residence. Such schemes are mostly put in plagedmantee access to health care. They
are generally tax-financed, but may require a ooyt by users of health services;

sometimes with exemption for the poorest (typictily latter may receive vouchers).

Categorical schemes target specific groups (catgof the population. The most
frequent forms of categorical schemes are thogdrdnasfer income to the elderly above a
certain age or children below a certain age. Somegorical schemes also target
households with specific structures (one-parentsébalds for example) or occupational
groups (such as rural workers). Categorical scharnekl also be grouped as universal, if
they cover all residents belonging to a certairegaty, or include resource conditions
(social assistance schemes). They may include ofyyges of conditions such as
performing or accomplishing certain tasks. Mosegatical schemes are tax-financed.

Means-tested schemes target people whose mearalfubeir assets and income) fall
under a certain threshold. Such targeted schemeegeay diverse in terms of their design
and the features they possess. This diversity mayifest itself through the methods of
targeting that are employed, the supplementary iond required for beneficiaries to
access benefits and the inclusion of other intdioes that are delivered on top of the
actual income transfer itself.

Conditional cash transfers are social assistanbenses that provide cash to families
subject to the condition that they fulfil specifibehavioural” requirements. This may

mean they must ensure their children attend schemllarly (typically 85-90 per cent

attendance) or that they utilize basic preventativgition and health care services; CCTs
are usually means-tested.

Employment guarantee schemes ensure access ttaa cermber of workdays a year to
poor households, generally providing wages at atively low level (typically at the
minimum wage level if this is adequately define8lich programmes generally take the
form of “public works” activity.

Social security schemes (programmes, measuresjdsheseen as a distinct body of rules
and, therefore, characterized by at least a cedegnee of “formality”, supported by one
or more social security institutions, governing grevision of social security benefits and
their financing. It should, in general, be possideraw up a separate account of receipts
and expenditure for each social security schems. dften the case that a social security
scheme provides protection against a single riskeed, and covers a single specific group
of beneficiaries. Typically, however, one institutiwill administer more than one benefit
scheme.

All the social security schemes and institutionghie country are inevitably interlinked and
complementary in their objectives, functions amdificing, and thus form a national social
security system. For reasons of effectiveness dficleacy (and the ILO will always
recommend this to its constituents), it is essetiti@ there is a close coordination within
the system, and that — not least for coordinatiwh glanning purposes — the receipts and
expenditure accounts of all the schemes are cothite one social security budget of the
country so that future expenditure and its finagamh the schemes, comprising the social
security system, are planned in an integrated way.
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Risks, contingencies, insecurity and risk managemen t®

Contingencies are events that might or might notin¢having an accident or winning the
lottery, for example). Risks are contingencies t@ perceived as having a negative or
detrimental effect on individuals, groups or sae®t- or even more complex entities, such
as the environment. Risks, in this sense, includead range and variety of contingencies
such as flood, earthquake, conflict, loss of jdie death of an income-earning household
member or chronic illness.

An individual (or group) is exposed to a risk icartain event can occur and affect that
individual. An example might be living in an envimment where a certain illness can be
contracted. An individual, who moves to a countityene that particular illness does not
exist, is no longer exposed. The individual (orugrpis vulnerable to a certain risk if they

have no means of coping with the consequencesabfritk once it has occurred: for

example, not being able to afford medical care tatld help to restore health. Those
who are vulnerable to a certain risk are in nee@ gkotection mechanism that reduces
their vulnerability. Social security reduces vukigility to the financial consequences of
certain risks if and when they materialize, i.epribvides security or reduces insecurity.
While steps may be taken where possible to avoiddents or illness, the direct

contribution of social security to reducing exp@sto risks is necessarily limited.

Not all risks are unforeseeable and beyond contol. example, the probability of

contracting a certain illness can be reduced byttheanscious behaviour, the risk of
unemployment by moving to a region where the irttligi’s skills are in greater demand,
and their family’s exposure by sending them outofountry that is beset by political

unrest or poor health conditions. This is risk m&dn, avoidance or prevention. The
payment of insurance contributions that guaranteglement to a cash benefit, should a
certain contingency occur, helps to mitigate thevant risk. Social assistance benefits
provided in case of poverty are regarded as a meanspe with the risk (although the
degree of coping is clearly reflected in the adeguar otherwise of the benefits). The
whole portfolio of strategies and arrangements irapfyom risk reduction, avoidance or
prevention to risk mitigation and risk coping idled risk management.

® The text of this sub-section draws on “Financingisl Protection”, Cichon et al. (2004).
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Part B. Facts and possible new legal instruments

Supplement A. A statistical analysis of the coverag e gap

This chapter comprises a specially compiled stegistinalysis of the “coverage gap”. It
presents a global assessment, with a particulausfoat each stage on selected
contingencies (such as income security in old ageaccess to health care). Special
attention is paid to coverage, or the lack therewofrelation to female workers. The
analysis also seeks to quantify, as far as posditéeinfluence of a range of different
factors.

A number of dimensions should be looked at whefyaimg social security coverage.

The first is an assessment of coverage in relation to diftercontingencies. It is
convenient to categorize the usual range of coetiogs (as listed in, for example,
Convention No0.102) according to their charactarsstis “long-term” or “short-term”, and
this often corresponds to the respective arrangenientheir administration in any given
country. Long-term benefits are usually regardedcasprising pension benefits, to
provide income security in old age and to surviviwidow/ers and orphans) and those
with disabilities. Short-term benefits, usually adistered in one or more separate
“branches”, include maternity and sickness beneditsl also income support (and related
services) for those becoming unemployed. Benefigiammes for victims of employment
injury have both short- and long-term charactarsstiProvisions for access to health
services (including special arrangements, for exaymglating to occupational health and
injury schemes) are almost always administeredutiiraledicated systems.

The seconddimension of analysis looks at the distinction ethimust be made between
legal (or “statutory) and effectivecoverage. In general, a sub-group of the populaso
identified as “legally covered” (for one or moreahches of social security) if legal
provisions exist declaring their entittement to emge and benefits under appropriate
circumstances (for example, the right to receipemsion on reaching age 65, or to income
support if and when their income falls below a st threshold). However, it is clear
that, in reality, the number of individuals who ity participate in any social security
system, and so receive benefits, described asefffiective coverage”, is lower than this,
for a variety of reasons including the capacity make required contributions. The
difference between legal and effective coveragebmaparticularly marked in the case of
access to health care, for reasons which includeonly financial affordability but the
physical availability of facilities and services.

Thethird dimension of analysis addresses the difficulty,ttadnile in relation to a variety
of social security arrangements, coverage is welasared in terms of the numbers of
individualsprotected(for example, the proportion of a target group vplay contributions

to a social insurance pension scheme), in otheescasch a measure may be either
impossible to make, or meaningless when calculd¢fed example, the numbers of
potential beneficiaries from a pension benefit paida universal basis within a country).
In such a case, it may be more useful to measwerage in terms of the proportion
within a target group (for example, all those ie fhopulation over age 65) of those who
areactual beneficiaries

Measuring coverage is nevertheless subject to akwdgficulties, notably in schemes

where benefit payments to individuals (“protectedspns” together with their dependants)
may be conditional on means-testing or other c@aitities. In such schemes, it may be
very difficult to count the target group and so swea coverage in terms of the proportions
either of persons protected (in the sense of, sagfributors to a scheme) or actual
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beneficiaries. A further set of problems may bensierelation to the categorization as
formal or informal of both employment settings (the formal or inforreaonomy) and
workers’ status (even in the formal economy manykexs may be employed on an
informal basis). For the purposes of statisticahlygsis, therefore, the definition of
“protected persons” must in many cases be dravinerdtroadly.

The following sections present a broad assessmértheo global picture regarding
coverage, firstly in terms of legal/statutory cage, and then effective coverage,
specifically as regards cash benefit schemes prayidld-age pensions and social health
protection systems. Finally, the resources counirigest in social security are examined,
together with some selective assessment of thalsmaicomes.

A.1l. Coverage — statutory schemes

Contributory social insurance and other statutochemes in most countries allow
participation only by those who are in formal wagesalary employment. Both legal and
effective coverage by these schemes are thus $trongelated with the percentage of
these employees within the total employed.

This section begins, therefore, by surveying emplent patterns. Globally (see Table
A.1), less then a quarter of the world’s adult dapan (one third of adult men and one
fifth of adult women) enjoys regular employmentrff@l or informal). Amongst those

who have employment of any kind, less then half th@scontractual status of wage or
salary worker. However, while in developed econemearly 85 per cent of all those
employed are wage or salary employees, this figai@nly around 20 per cent in South
Asia and sub-Saharan Africa, less then 40 per icefouth East Asia and the Pacific,
slightly more than 40 per cent in East Asia andual® per cent in North Africa, the

Middle East and Latin America and the Caribbeae @eo Figure A.1 below). However,

even amongst this group, not all are in formal @wplent, and so enjoy access to
statutory social security benefits (See Box A.1 ag&/ employment and social protection
coverage).

Table A1.  People with wage or salary employment status in the labour market
Proportion of those with wage or salary employment
Total Men Women
Allemployed Working-age All employed Working-age All employed Working-age
(%) populat’n (%) (%) populat’n (%) (%) populat’n (%)
South Asia 20.8 9.7 234 15.6 14.6 3.5
Sub-Saharan Africa 229 13.8 29.2 20.5 14.4 74
South East Asia &
the Pacific 38.8 21.9 415 28.6 35.0 15.1
East Asia 42.6 23.3 46.0 28.9 38.3 17.6
North Africa 58.3 244 58.8 38.5 56.7 10.5
Middle East 61.5 29.0 64.4 41.6 53.5 15.0
Latin America &
the Caribbean 62.7 38.6 60.6 46.1 65.8 318
Central & South-Eastern Europe
(non-EU) & CIS 76.6 415 754 48.0 78.0 35.7
Developed Economies 84.3 46.6 81.7 51.8 87.5 41.6
World 46.9 26.5 474 33.0 46.0 20.1

Source: ILO calculations based on: Key Indicators of the Labour Market, 5th edition, ILO, Geneva 2008,

http://www.ilo.org/public/english/employment/strat/kilm/; (using estimates for 2006 of indicator 3: status of employment and indicator 2: employment
to population ratio). Country classification — see: KILM.
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Percentage of wage workers

Box A.1. — Employment informality and deficit of social and employment protection among wage
workers: illustration from Latin America and from Africa (Zambia and Tanzania)

The informal economy in Latin America (Tokman, 2007) constituted 64.1 per cent of non-agricultural
employment in 2005. Seventy eight per cent of informal workers are found in the informal economy, but a
significant minority of such workers (22 per cent) is employed in the formal sector (i.e. being unprotected
workers in formal establishments). Access to protection usually depends on a formally recognized
employment relationship, typically through a written labour contract. In 2005, estimates show that 37.7 per
cent of the wage workers in Latin America were employed without a contract, a percentage that is
concentrated in the informal economy (68 per cent of such workers), but also including 26 per cent of
workers in formal establishments.

Differences in social protection coverage (measured by the percentage of workers in each type of
contractual situation that contributes to old-age pensions) for those workers with or without written
contracts are substantial, independently of whether they are employed in the informal or formal economy.
On average, 19 per cent of workers without contracts have access to social protection, compared with a
proportion four times higher for workers with contracts. The proportion of workers without contracts in the
informal economy enjoying social protection is only 10 per cent, while the proportion for such workers with
contracts is five times greater. As shown in the figure below, the type of contract also matters to
determine access to social protection.

Latin America | Social protection coverage among wa  ge workers according to the
type of contract

100 -
80 384.8 85.789'3 Total wage workers

Workers in formal

65
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50.4
50 ~ enterprises
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28.7 i

30 1 19

20 - 10 l m Workers in informal
10 4 enterprises

5 B

Without contract With contract Permanent Other types of
contract contract

covered by social protection
B
o
|

Source: ECLAC on the basis of household surveys for 16 countries in Tokman (2007).

Examples from Africa show the same pattern. In Zambia with very specific social security arrangements
for formal employees, by no means all are reached by existing social security provisions. One of the
obstacles to achieving greater social security coverage may be that nearly half (49 per cent of total, 54
per cent of women and 47 per cent of men) say either that they do not have a contract with their employer
or that they do not know whether they have one. Accordingly, half of all employees (but only 19 per cent
of public-sector employees) say their employers do not contribute to social security or that they do not
know whether their employer contributes. Similarly, more than half of all employees (again 19 per cent of
public-sector employees) indicate that they have no entitlement to paid leave or at least are not aware of
this entitlement. The same situation could apply to other legal entitlements of employees regulated by the
Employment Act, such as sick pay and paid maternity leave.

In Tanzania, according to 2005/2006 ILFS, 8.6 per cent of all employed are in paid employment with 39.1
per cent of paid employees (38 per cent of men and 42.2 per cent of women) working in the informal
economy. Only 49 per cent of paid employees (with practically no gender difference) say they have a
written contract (38.9 per cent on a permanent basis and 10.7 per cent a written contract of a casual
nature). Amongst paid employees working in formal economy enterprises, 70 per cent have written
contracts and 15 per cent oral contracts. The corresponding proportions among employees working in
informal economy enterprises are reversed, with the majority, 61 per cent; having oral contracts and only
15 per cent written contracts, in most cases on a casual basis. As in Zambia, the majority, more than 63
per cent of all paid employees (but only 28 per cent of public and other corporate organizations'
employees, and 17 per cent of paid employees with a permanent written contract) say their employers are
not contributing to social security or they do not know if the employer contributes. Only 5 per cent of paid
employees working in the informal economy say that their employer contributes to any of the existing
formal social security schemes; the corresponding proportion for paid employees working in the formal
economy is naturally higher, at just over 56 per cent, but is still far from representing full coverage.
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Figure A.1. Percentage of wage workers among those employed
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Source: ILO LABORSTA completed with national statistical data.

Patterns of legal coverage for social securityatio$ollow the patterns of labour market
structures illustrated in Figure A.1 and elsewhéerough-and-ready way to make an
assessment of the scope of coverage is to courgafd country, the number, out of eight
branches of social security other than health, e/ltleere is at least one scheme existing
(even though some of these schemes may cover @mhah percentage of the population).

While a large majority of countries in Europe, ajondy in the Americas, and countries
such as Japan, Australia and New Zealand have ssheavering all eight social security
branches, only a few countries in Africa or Asiavdasuch “comprehensive” social
security systems (see Figure A.2).

Figure A.2. Number of social security branches covered by statutory programmes (2008-2009)

Number of social security branches B
g covered by a staturory programme
W 1. “ery limited statutory provision | 1 to 4 branches (27)
[E 2. Limited statutory provision | 5 to B branchesg &1
[ 3. Semi-comprehensive | 7 branches covered 21)
M 4. Comprehensive social securiy | 8 branches i=Td]

Source: ILO Social security database - Programmes and Mechanisms based mainly on the SSA/ISSA publication Social security
programs throughout the world (2008/2009).
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Nearly all countries in the world — including lomcome ones — have a statutory
programme or provisions, however limited, includedhe labour code, making provision
in case of employment injury and at least one pensicheme. Such provisions often
cover, effectively, only a small portion of the ¢al force, being typically limited to those
in public employment and the private sector of fitrenal economy. Some, such as those
which are organized as “provident funds”, pay bigseh lump-sum form, rather than as
periodical benefits throughout the duration of atowency as required by, for example,
Convention No. 102. It is rarer to find coverage &her contingencies, such as paid
maternity leave, paid sick leave, benefits for fasi with children and (most rarely)
unemployment benefits. For the last-named contiogeprovision exists in only about 10
per cent of low-income countries, about half of dédincome countries and less than 80
per cent of high-income countries (see Figure A.3).

Figure A.3. Scope of legal social security coverage

Percentage of countries with a statutory programme or a limited provision (in the
labour code)
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Sources: ILO Social security database - Programmes and Mechanisms based mainly on the SSA/ISSA publication Social security
programs throughout the world (2008-2009).

Only one third of countries globally (representi2§ per cent of the total global

population) have comprehensive social protectiagtesys covering all branches of social
security as defined in ILO Convention No. 102. Tglly, these systems cover only those
who have formal employment as wage or salary weatkanstituting less than half of the
economically active population globally, but oved per cent in the countries with

comprehensive social security systems mentionegteabitaking into account those who
are not economically active, it can be estimated ¢imly about 20 per cent of the world’'s
working-age population (and their families) hasféectiveaccess to such comprehensive
social protection systems.

In summary, coverage rates vary widely with respectdifferent contingencies and
between countries with different levels of develemt Unemployment insurance
programmes are found in less than 50 per cent ohtdes, providing potentialegal
coverage to hardly more than one third of the werkeconomically active population
(ranging from 3 per cent in sub-Saharan Africa édween 20 and 30 per cent in North
Africa, the Middle East, Asia and Latin America,dat® over 70 per cent in Europe and
North America), but theieffectivecoverage is significantly lower (see Figures Aafal
A4Db).
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Figure A.4a. Legal coverage for unemployment as a percentage of the working age population
and economically active population (latest available year)

Legal coverage for unemployment protection in percentage of the Economically Active P opulation
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Sources: ILO Social Security Department based on SSA/ISSA publication Social security programs throughout the world (2008-
2009) and national legislation textual information and ILO LABORSTA completed with national statistical data.

Figure A.4h. Effective coverage expressed as a percentage of the unemployed receiving
unemployment benefits

Percentage of the unemployed receiving unemployment benefits
Weighted average by Economically Active Population
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Source: ILO Social Security Department. Compilation of national available data collected in unemployment schemes. SEC/SOC
calculations.
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Employment injury compensation programmes existmaost countries; however, the
estimated legal coverage represents less than r3epé of the working age population,
and less than 40 per cent of the economically agopulation (see Figure A.5).

Figure A.5. Legal coverage for employment injury as a percentage of the working age population
and economically active population

Legal Employment Injury coverage  in percentage of the working age population and economically active population
with the distinction between mandatory and voluntary coverage
Weighted by population
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Sources: ILO Social Security Department based on SSA/ISSA publication Social security programs throughout the world
(2008/2009) and national legislation textual information and ILO LABORSTA completed with national statistical data.

The following sections focus in more detail on tduwerage of benefit schemes providing
specifically for income security in old age and fmedical benefits, as specified in
Convention No. 102, i.e. securing financial pratattthat allows households to afford
access to health care services.

A.2. Coverage — old-age pensions

Globally, the theoretical coverage of existing,tudary contributory pension schemes
should amount to nearly 40 per cent of the worldgg-population (and 50 per cent of the
economically active population). In practice, hoeeuvhe effective coverage amounts to
no more than 25 per cent of working-age men and avmgain, the variation is wide,

from about 5 per cent in sub-Saharan Africa, tgp@0cent in North Africa, Asia and the
Middle-East, 30 per cent in Latin America and mtran 50 per cent in most of Europe
and North America (see Figure A.6).
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Figure A.6. Old-age: Legal coverage and effective coverage in terms of contributors as a percentage

of the working age population by region
OLD AGE Legal coverage and effective active contributors  in percentage of the working age population by region
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Sources: ILO Social Security Department based on SSA/ISSA publication Social security programs throughout the world
(2008/2009) and national legislation textual information and ILO LABORSTA completed with national statistical data for estimate of
legal coverage; and compilation of national social security schemes data for effective coverage.

At the same time, in high income countries, 75qmat of older people (age 65 and more)
are in receipt of some amount of pension; in loaeme countries the corresponding mean
figure is below 20 per cent of the elderly (andhis group of countries the median figure
is just over 7 per cent, see Figure A.7).

Figure A.7. Old-age pension beneficiaries as a proportion of the elderly in countries (by income level)
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Sources: ILO Social Security Department. Compilation of national available data collected in national pension social security
schemes; and UN Data.
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Figure A.8.

ension scheme
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The need to extend coverage is, therefore, mostnturip developing countries, where
formal coverage rates are very low. Existing pamsiohemes in such countries tend to
cover a restricted proportion of the workforce (nmhgiin formal wage employment as
shown on Figure A.8), whereas in high-income (am@n increasing number of middle-
income countries), universal pension coverage le&,bor is close to being, achieved.
However, with increasing longevity, the “averagedrking lifetime, in proportion to the
average period for which a pension is drawn, hasome considerably shorter than
hitherto. This, together with increasing demandaddog-term care of older people, means
that social security systems are coming under a@sing financial stress, leading in turn to
calls for reforms; these would generally resultraétatively lower average benefits for
future generations of retirees.

Meanwhile, it is observed that large humbers otpldeople, particularly in low-income
countries, are obliged to continue working maimthie informal economy, because their
pension entitlements, if any, are too low to lifein out of poverty in their old age.
Typically, such people will have spent their wokkilife in the informal economy or in
rural areas, so will have had no opportunity tdipigate in contributory pension schemes,
neither will they be able to benefit from sociasiatance or universal pension provisions.

Old-age: Effective active contributors as a percentage of the working age by share of wage
employment in total employment

X3 ¢ Old age | Active
* *® o, / contributors in
4 L4 percentage of the
. . / working age population

—— Poly. (Old age | Active
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Share of wage employment in total employment (%)

Sources: ILO Social Security Department. Compilation of national available data collected in national pension social security
schemes; and ILO LABORSTA completed with national statistical data.

A rather sketchy picture of retirement patterns banobtained by analyzing levels of
economic activity amongst the elderly, althoughakailable data is insufficiently detailed
to be able to calculate their average ages afrexit the labour market in all countries, and
there is little information to indicate the extd¢atwhich delaying retirement represents a
matter of individual choice. Table A.2 shows howdar force participation rates of those
65 and older compare to average economic actigigsrfor all those over 14 years. Here
again, the analysis shows a clear dichotomy betwlegaloped parts of the world, and the
developing countries, where effective “retiremeindm economic activity is rare. In sub-
Saharan Africa, for example, ageing men are tyfyicable to reduce their economic
activity rates by no more than 20 per cent. A sigkfeature of the figures for Africa is
that this pattern has not changed between 198Q@0%. A similar picture is seen in South
and East Asia. The figures suggest that women ist megions do reduce their economic
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activity to a greater extent than men as they dggrobut it is obvious that many are
occupied with activities not recorded by labourctosurveys as “employment”, such as
care giving and running the household for other bmens of their families.

Table A.2 also shows the estimated life expectaaicpge 65 for men and women in
different parts of the world. The gap between lfgpectancyat birth between the
developed and developing parts of the world is Wedlwn, but this gap is much smaller at
old age. Even in the poorest countries, when peaaleh age 65, they will live for more
than ten years on average, with profound implicetitor their needs in terms of income
support and broader social protection.

Table A.2.  Participation in the labour market of elderly (65+) and life expectancy at age 65

Labour force participation those aged 65+, % of Life expectancy at age 65

labour force participation of those aged 15+

Men Women 2000-2005

1980 2005 1980 2005 Men Women

Middle Africa 84.4 85.0 55.1 56.5 10.96 12.38
Western Africa 81.4 82.3 58.7 56.3 11.36 12.50
Eastern Africa 82.7 815 62.5 59.1 11.31 13.00
South-Central Asia 68.5 60.2 39.3 43.8 13.36 14.58
South-Eastern Asia 62.0 57.9 38.4 32.7 13.36 15.33
Central America 73.6 56.6 534 34.0 16.24 18.16
South America 43.5 445 222 254 15.35 17.98
Northern Africa 59.9 429 61.5 223 12.81 14.58
Western Asia 46.2 42.7 35.7 40.5 13.16 15.14
Caribbean 47.3 38.2 29.1 17.0 15.30 17.67
Eastern Asia 38.3 33.5 10.8 16.9 14.81 17.53
Southern Africa 33.0 329 20.6 12.5 10.69 14.18
Australia and Oceania 19.1 19.9 10.4 9.9 16.49 19.86
Eastern Europe 20.2 15.4 8.7 10.7 11.56 15.27
Northern Europe 17.0 13.7 8.9 7.5 15.76 19.05
Southern Europe 20.3 12.8 16.7 9.7 16.12 19.75
Western Europe 10.1 5.7 7.3 3.2 16.06 20.01
WORLD 40.6 38.2 18.4 215 14.39 16.95
More developed regions 21.9 19.3 12.2 12.2 15.47 18.92
Less developed regions 54.2 48.5 249 27.8 13.80 15.64

Source: (1) Labour force participation: own calculations based on ILO Economically active population estimates and projections
version 5: 1980-2020; http://laborsta.ilo.org/; (2) Life expectancy: World population prospects (2006 Revision). CD ROM Edition
(United Nations). Country groupings according to UNWPP (see http://esa.un.org/unpp/index.asp?panel=5 ).

Figure A.9 shows that the link, in terms of inverzarelation, between old-age pension
coverage and labour force participation of oldesygbe is strong.
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Figure A.9. Percentage of older people receiving pension and labour force participation
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Sources: ILO Social Security Department. Compilation of national available data collected in national pension social security
schemes; and ILO LABORSTA for Economically Active Population aged 65 and over.

For most OECD countries, at least, the statutorye@ge and hence the number of
pension beneficiaries represents a proportion efpbpulation over retirement age very
close to 100 per cent. For a number of reasongitiiere drawn by the statistics is a little
more complicated. Firstly, the number of pensioneminted will include “early
retirement” pensions paid at ages below the nometalement age. Secondly, it may be
difficult to count accurately the number of pensigoaid (or contingently payable) to
women, since, while many women may lack pensioitlements in their own right, they
will qualify eventually to receive widows’ pensiarSigure A.10 shows, for this reason,
that in many European Union countries, the proportiepresented by the number of
recipients of old-age pensions to the populatioerdhe retirement age is equal to or
higher than 100 per cent. However, even in thosatries for which the figure shows this
ratio to be less than one, the actual coveragefact close to 100 per cent. An example is
Poland, where the number of women receiving surgiyaensions is high.
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Figure A.10. European Union: old age pension recipients as a proportion of the population
above legal retirement age

Old age pension recipients —  excluding anticipated old age pension — over population above legal
retirement age
-~ [
5. )
%31.40*7—77777777 100E
a % @
5 g Total 90 B
S - L
g § 1201 \ —>Ratio: women/men ©
o 3 ™~ F 80
= )
© o \ &
3 5100+ > ¢ e j F70
c ° / Y, [
g = 8
= 8 / F60 <
5 foaot /N g
2 5 \ T
R / ™~ lso 3
o C Q
Q o F 8
g £0.60 T -
25 ) F40 ¥
c » <
28 \ 30 £
° 1 L 2
4 :%0.40 \ g
) ) 4 | =
° 2 20 8
¢ 50.20 + c
g s 10 8
$ 5
° 0.00 t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t 0 %
= 8 4 8 8 8 2 8 8 Y Y 2T £ f ¥ & &8 L T £ 2 E %L $ Y8 T 8 x T g
= [ kel c % == 5 o S =
4 $8 8552 : §3E:58s8g2E8F558838EE32353588%8°58¢8 =
> > 5 5 £ £ 8 8 £ ¢ 3 E 3§ 390 2 a > 5 9 X 9 = T = [¢)
g 532 £ 2 S ST L gigslg s 2o 3 & 2 6 0 = ° 5
» g a3 € s o 2 EQ » T @ E 2
o 2 £ S Z
3 a
Ratio Women / Men < 1
Ratio Women / Men > or ** Statutory retirement
equals to 1 ©Old age pension recipients in % population over legal retirement age for Men = age (ssptw)
Old age pension recipients in % population over legal retirement age for Women * Standard age (circa)

Source: EUROSTAT European System of integrated Social PROtection Statisticss (ESSPROS), database on Pension
beneficiaries. SECSOC calculations.

In non-OECD countries, typically only a minority thfe elderly receive any pension from
formal social security systems. The lowest coverages of all are seen in Africa, where
10 per cent, or less, of the elderly has any pensittittement. This situation will not
improve radically in the future, even though manfridan countries have established
contributory pension schemes, firstly because thedgemes are “young”, with few
members who have contributed long enough to acentidlements to benefits, but more
importantly because it is rare that any more thapdr cent of all those in the labour force
or employment contribute to any pension scheme. situgtion is significantly better in
countries with a longer tradition of social sequritnd a larger formal economy (for
example, Tunisia or Algeria, see Figure A.11).

The highest coverage is found in those African toesy which, in addition to
contributory schemes for those in the formal econohave either introduced universal
pensions (Mauritius, Namibia, and Lesotho) or daasaistance pensions, reaching a large
portion of the population (South Africa).

! High coverage reflects the investment of subsahngisources: Mauritius and South Africa spend
more than 5 per cent of their GDPs on social sgcwihile the majority of the sub-Saharan African
countries allocate no more than 1 per cent of tRddP a large portion of which may represent
pensions payable to civil servants.
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Figure A.11. Africa: Old-age pensioners (at all ages) as a proportion of the elderly population (population

aged 60+/65+, according to respective national statistics) (latest available year)
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Sources: ILO Social Security Department. Compilation of national available data collected in national pension social security
schemes and World Population Prospects (2008 revision). CD ROM Edition (United Nations), medium variant.

In Asia, also, a varied picture is seen. The dtesisuggest that relatively high coverage
levels are enjoyed by the populations of Mongola @ountries of the former Soviet
Union. However, the overall level of expenditure sotial security for social security in
some of these countries, taken together with othédence, indicates that the actual
pensions paid are very low, and likely to be insight to keep the elderly out of poverty.
In the case of Japan, the statistical rate of @gesis below 100 per cent due only to the
fact that many Japanese retire much later than6@gdn most other Asian countries,
effective coverage rates generally range betweem@®0 per cent only. In contrast to the
situation in Africa, some improvements in coveragam, however, be expected in the
future. In certain countries, policy reforms haveeady been undertaken, a notable
example being the initiatives in China to provideleast some coverage for the rural
population. However, the majority face a growingl#mge to prevent widespread and
deep poverty among a rapidly ageing population wgrknainly in the informal economy
with no access to contributory social security sobe (see Figure A.12).
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Figure A.12. Asia and Middle East: Old-age pensioners (at all ages) as a proportion of the elderly
population (aged 60+/65+, according to respective national statistics)
(latest available year)
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Sources: ILO Social Security Department. Compilation of national available data collected in national pension social security
schemes and World Population Prospects (2008 revision). CD ROM Edition (United Nations), medium variant.

In the countries of Latin America and the Caribheaith their long history of social
security, coverage generally reflects the proportaf those working in the formal
economy (30-60 per cent, with the exception of s@adbbean islands where the formal
economy is larger). In Brazil, the statistics iradic that access to contributory pensions,
combined with tax-financed rural and social pensjoresults in the majority of the
population receiving some income support, althoogimy are still not covered. Bolivia,
which introduced small universal pensions seveedry ago, has also succeeded in
covering a large portion of the elderly, but as #widence shows, there are still many
people who, legally, should be receiving benefjtt, are not covered by the system (see
Figure A.13).
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Figure A.13. Latin America and the Caribbean: Old-age pensioners (at all ages) as a proportion
of the elderly population (aged 60+/65+, according to respective national definitions)
(latest available year)
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Sources: ILO Social Security Department. Compilation of national available data collected in national pension social security
schemes and World Population Prospects (2008 revision). CD ROM Edition (United Nations), medium variant.

This shows that, globally, there is a very wideedsity amongst countries of coverage
rates for old-age pension benefits, and those laa®e achieved the highest levels.
Empirical assessment leads to the observationithtct, the most successful countries in
this regard are those that have complemented batdry pension schemes with the
introduction of non-contributory pensions, payabbnediately so as to reach, if not all of
the elderly, then those most urgently in need.

A further group of empirical observations concettms (known) strong gender dimension
of old-age poverty. Life expectancy for women isig@lly higher than for men, so that a
significant proportion of women may live in povertyr a relatively long period. The
probability that a woman will lose her partner igher, and women are less likely than
men to remarry. Thus, women over age 60 withoutnpas significantly outnumber their
male counterparts and many must work to comperisatéeclining intra-family support
and the absence of universal pension schemes ig amamtries. In some societies, these
problems are certainly exacerbated by social exuiudue to widowhood.

Similarly, the global pattern of pension coverags h strong gender dimension. In most
countries, women are under-represented in the foeoanomy and are, accordingly,
proportionately under-represented amongst the iboidrs to social insurance pension
schemes. When women do participate in such scheines,often the case that their
contributions are made at relatively low rates duse they tend to be employed in poorly-
paid jobs) and for fewer years than men in compgaramployment (because they interrupt
their careers for child-bearing and other care aespbilities), with the overall result that
their final pensions are disproportionately low.dddition, the annuitization process in
pension schemes based on individual savings mailt riesrelatively low pensions for
women reflecting their comparative longevity.
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Other characteristics of pension systems which na@pending on circumstances, be
reflected in relatively low average pensions paigdvbmen include the likelihood that their
pension rights are derived from those of their lansls, rather than directly accrued, and
the difficulty of establishing a satisfactory ba&ws dividing pension rights in case of
divorce. Nevertheless, the broad global pictumis in which most men and women alike,
having spent their working lives in the informabaomy, receive minimal or no pension
benefits at all, with the result that their incoseurity in old age depends on accumulated
assets, in the form of savings, a house perhapsttiick and land, together with family
support mechanisms.

In summary, although average indicators of coveragg vary between lower levels
(Africa) or higher (Europe), a significant gendapgs observed in all regions: in nearly all
countries coverage in old age for women is muchelothan for men (see Figures A.14
and A.16). It seems likely, given the multiple stag of gender imbalance in contributory
schemes, that the overall imbalance could be redtibnly through the extension of
pension rights to women in non-contributory scheraesl those providing universal
minimum guarantees.

However, incomplete coverage is a widespread phenomalso seen in industrialized
countries. Excluded groups tend to include in faattonly women, for the reasons already
noted, but also low-skilled workers and ethnic miies.

Figures A.14-A.16. Male and female old-age pensioners (at all ages) as a proportion of respectively male

and female populations of age 60 and more (latest available year)

Figure A.14. Africa (latest available year)
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Sources: ILO Social Security Department. Compilation of national available data collected in national pension social security
schemes and World Population Prospects (2008 revision). CD ROM Edition (United Nations), medium variant.
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Figure A.15 Latin America and Caribbean (latest available year)
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Figure A.16. South-Eastern Europe (latest available year)
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The world is ageing. Table A.3 shows that, whilenraed women aged 65 and over now
represent 8 per cent of the world population, figjare is projected to increase to 16 per
cent by 2050. The majority of the elderly live iauntries where, at present, only small
minorities are covered by any form of pension sagerand where social security in

general, including affordable access to essenéalth care services, is a luxury: over 60
per cent of the elderly now live in countries cifisd by the UN as “less developed”. In

2050 the projections indicate that the elderlyhiese countries will comprise nearly 80 per

cent of the world’s elderly population, of whom p6ér cent will live in Asia, and more

than half of whom will be found in China and Indaone. The table also shows the

predominance of women amongst the elderly in gilores.
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Table A.3.  Projected elderly population — proportions in 2010 and 2050

Population 65+ % of world Proportion of population Proportion of women

population 65+ 65+ in total population (%) among 65+ (%)

2010 2050 2010 2050 2010 2050
World 100 100 8 16 56 55
More developed regions 37 22 16 26 59 57
Less developed regions 63 78 6 15 54 55
Less developed regions, 41 56 5 13 55 55
excluding China
Africa 7 9 3 7 56 54
Asia 54 62 7 18 54 55
China 21 22 8 24 52 54
India 12 16 5 14 53 54
Europe 22 12 16 28 61 58
Latin America and the 8 10 7 19 56 57
Caribbean
Northern America 9 6 13 21 57 56
Oceania 1 1 11 19 54 55

Source: World Population Prospects (2006 Revision). CD ROM Edition (United Nations), medium variant. Country groupings
according to UNWPP (see http://esa.un.org/unpp/index.asp?panel=5).

A.3. Coverage — social health protection

In general, a larger percentage of the world pdfmnehave access to health care services
than to the various cash benefits provided throsmtial security. Nevertheless, the ILO
has previously estimatédhat nearly one third of the world’s populatiocKka any access

to health facilities and services and, for many endhe expenditure necessary to obtain
health care may cause financial catastrophe far hioeiseholds in the absence of adequate
social health protection to cover or refund sugbeexliture.

Within the ILO’s overall definitions of social setdty, social health protectionis
conceived as a series of public or publicly orgadiand mandated private measures
against social distress and economic loss arismg fll health and the cost of necessary
treatment. This branch of social security has oedutinctive features:

m  social health protection is closely linked to flu@ctioning of a specific economic
sector — the health sector, necessitating an appreaich integrates the needs and
demands of beneficiaries with concerns regardirey shpply of health care, the
availability of health infrastructure, the sectoravn health workforce and
employment opportunities and administrative cagadihe situation on the supply
side determines, to a large extent, potential acteguality health care services in a
country;

m  globally, a significant proportion of funds fonéincing health care are paid directly
in the form of out-of-pocket payments to providefshealth care, such as health
facilities, doctors, nurses, pharmacies etc. In ymeountries, such payments are
observed despite the fact that nominally free headtre should be available.

Against this background, social health protectie@eds to provide for effective coverage
combining financial protection with effective acsds quality health care.

2 1LO (2008d) see pp. 23-31.
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Figure A.17.
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Issues to be addressed in an approach to effdatizecial protectioninclude the risk of
impoverishment due to catastrophic health evehésirtcidence of out-of-pocket payments
paid directly to providers, transport costs to helealth care facilities, particularly in rural
areas, and the capacity of individuals to meetay¥ents.

Effective acces$o health services, medicines and health care amlities requires the
physical availability of health care infrastructuemd equipment, personnel, medical
supplies and products and the provision of servicesn affordable and adequate basis.
Services must be accessible to all, even in distaess, and be affordable. Further
dimensions of effective coverage relate to the adeg and quality of health services,
gender specific requirements and their acceptppibt example, to indigenous people.

In many countries, the problem of providing equeabccess to health care services
regardless of a person’s place of residence isea@itd people living in rural areas,

typically, have significantly less access than ¢himsurban areas. Figure A.17 provides an
important illustration, showing that the (globaBrpentage of births attended by skilled
health personnel is lower in rural than in urbagaar for all except high-income countries.
This difference is, however, much higher in lowdéne countries, where, typically, the

majority of the population lives in rural areas.

Inequalities in access to maternal health services* in rural and urban areas in countries of
different national income levels (2006)

Births attended by skilled health personnel

Total
| Births attended by skilled health personnel (%) urban
Births attended by skilled health personnel (%) rural

Births attended by skilled health personnel (%)

Low income

10 20 30 40 50 60 70 80 90 100
Percentage

o

* Percentage of births attended by skilled health personnel.
Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva.

Further analysis shows that such observed urbah-wifferentials reflect not only
differences in physical availability of health caervices in specific geographical areas,
but also lower general levels of income and weaftihouseholds in rural areas. Figure
A.18 shows differences in access to maternal hesaltvices by wealth quintile. In middle-
income countries, the figures show that for the lthesst 20 per cent of households the
proportion of births attended by skilled healthgaemel is nearly twice as high (1.7 times)
as for the poorest 20 per cent of households. hirast for the group of low-income
countries, the corresponding differential betwewman wealthiest and poorest quintiles is a
ratio greater than three (3.3 times), and in mamvidual countries the differential is
greater still.
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Figure A.18. Inequities in access to maternal health services* by wealth quintile (2006)
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Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva. SEC/SOC calculations.

Such wide gaps point to the significance of eqlgtagcess in planning for the availability
of health services and financial protection of vesskand their families. Gaps in financial
protection are, in fact, among the fundamentalaesidor the under-utilization of health
services in developing countries and among the groparts of the populations in all
countries.

The out-of-pocket payments which households havendake in the absence of financial
protection mechanisms not only create financialribesr to access and reduce the
affordability of health care services but, as shdyra range of studies, also push people
into poverty or deepen existing poverty. Such @sidneasure the impact of health costs on
poverty? In Senegal, for example, the poverty gap incredsemh 54 per cent of the
poverty line before allowing for health spending@é per cent after doing so (Scheil-
Adlung et al., 2006).

Figure A.19 shows the overall range of out-of-packayments among low-, upper-

middle- and high-income countries. In low-incomeimtries more than half (55 per cent)
of health expenditure is on average covered byobptcket payments, although in many
countries, such as Cambodia, India and Pakistaipl@enay shoulder up to 80 per cent of
total health expenditure with only a small portafrthe population covered by any form of
social health protection mechanisms such as tadeftirservices or social or community-
based insurances. The corresponding average figuoeit-of-pocket payments in middle-

income countries is 40 per cent, while in high-immeocountries it is 10 per cent. Figure

% The impact of intensity of poverty is measuredthy difference in the normalized poverty gap
before and after health payments. It indicates hmweh more each household has to contribute in
order to bring all the poor above the poverty lmeause of paying for health services.
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A.20 shows that there is a strong correlation betwé¢he share of out-of-pocket
expenditure and poverty incidence.

Figure A.19. Out-of-pocket expenditure as a percentage of total health expenditure in low-, upper middle-

and high-income countries
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Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva. SEC/SOC calculations.

Figure A.20. Out-of-pocket expenditure as a percentage of total health expenditure by poverty incidence

(percentage of people living in a country with less than US$2 a day)
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Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva. SEC/SOC calculations.

An important objective of social health protectisrto ensure the affordability of services
for workers and their families in both the infornzadd formal economy. Affordability, for
this purpose, means the absence of financial bartie households receiving health
services when in need, and embraces aspects ofaibo#iss to services to all in need and
the prevention of health-related poverty. Affordipican be assessed in terms of the share
of out-of-pocket health care expenditure made blgoasehold in its total household
income (or expenditure) net of subsistence experaion food and basic housing), which
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Figure A.21.

may be compared with a selected threshold value.dgtermination of such a threshold
value (beyond which household’'s out-of-pocket Heaxpenditure is deemed likely to
have a catastrophic impact on its financial sitrgtiideally requires research on actual
household spending patterns; the selected levekaitainly vary amongst countries, and
may also do so amongst households at differentriecievels. However, a broad, but still
useful approach, based on global patterns may p@dart households living above
subsistence levels), to a threshold beyond whitdist@phic health expenditure is deemed
notionally unaffordable — for example, in one recsndy,’ — at a level of, say, 40 per cent
of the household income remaining after subsistaresds. In all circumstances, it is
important to take into account the ability of hdusiels to afford any required paymerits.

In low-income countries, the capacity to achievg kealth policy targets, such as those
specified in the MDGs, is generally a matter ofagn in view of the limited availability of
funds. Per capita public health expenditure amalurite US$(PPP) 29 in low-income
countries in 2007 compared to US$162 in middlesmecand US$2,342 in high-income
countries (See Figure A.21). Lower income countriesgeneral, show higher levels of
private health expenditure than public, but thism@y reflects the limitation of access to the
wealthier sections of their populations, and dosscompensate low public expenditure in
such a way as to promote universal coverage. Tpadtof inadequate or low funding in
poor countries is reflected in statistics such tes rates of death due to communicable
diseases, which are 36.4 per cent higher in lovdt amddle-income countries than in
high-income countries where they account for onpei7cent of all deaths (Deaton, 2006).

Total and public expenditure on health care per capita ($PPP) in countries by their national
income level (2007)
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Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva. SEC/SOC calculations.

* This definition is on the basis of the WHO defimit of "catastrophic health expenditure" as
defined in X. Scheil-Adlung et al. (2007).

®> Convention No. 102 (Article 10) says that “The &#giary or his breadwinner may be required to
share in the cost of the medical care the beneficieceives in respect of a morbid condition; the
rules concerning such cost-sharing shall be sogdedi as to avoid hardship” and its Article 71
points out additionally to that financing of socidcurity in general “should avoid hardship of
persons ofmall means.
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Countries use a range of different sources of firafor social health protection. Figure
A.22 shows that in 2006, while public sources péficing, State budgets and social health
insurance schemes dominated (in terms of averageghted by size of GDP rather than
population) in Europe, CIS, Middle East and Asiaourdries, private expenditure
dominated in Africa, whereas in North America, bathmerica and the Caribbean,
financing came from private and public sourceimghly equal parts. The ultimate source
of the majority of public health care financing Africa, North and Latin America, the
Middle East and CIS is general taxation, whereassia and Central and Eastern Europe,
social insurance financing dominates. In Westerrogel — again on average — health care
financing comes in almost equal parts from soceslth insurance and State budgets
(general tax revenues). Private health insuranedqgmninates, exceptionally, in the USA.
In all regions of the world, the general level aft-of-pocket spending is observed to be
between 1 and 2 per cent of GDP. However, whilsdme countries (Europe) it forms
only a small portion of the overall health spendimgothers (low-income countries, see
Figure A.19 above) it constitutes more than haliotél health expenditure.

Figure A.22. Health care financing levels by sources (as a percentage of GDP), 2006
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Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva. SEC/SOC calculations.

All countries, but particularly those at low incotegels, are concerned to maximize the fiscal
affordability of social health protection. For sqgnmetably in sub-Saharan Africa and Asia,
scarce domestic resources are supplemented wélyrioaid. For all, however, affordability
can be maximized by the efficient provision of @ secondary and preventive care, the use
of generic drugs, and minimizing providers’ pricékrough for example, accreditation
mechanisms. Benefit packages should be designédangteneral view to maintaining and
improving, as much as restoring health, and guaearg individuals’ ability to work.

Progress towards universal coverage can be achiexpdly, even in low-income
countries. Figure A.23 illustrates progress ovaetin nine selected countries.
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Figure A.23. Achieving universal coverage in social health insurance
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In the 1920s, countries such as Austria and Gerrhaiyin place statutory coverage for
some 30 per cent of their total populations, wisleers (e.g. France and Norway) had
formal coverage rates of around 20 per cent, apdnJanly 3.3 per cent. Fifty years later,
each of these countries had achieved between 9QQthgder cent coverage, at which time
their levels of per capita GDP ranged between UEX1,(Austria) and US$3,985
(Canada). In 1980, the Republic of Korea coveredes80 per cent of the total population,
and recorded a per capita GDP of US$1,632; by 2008d achieved 100 per cent formal
coverage, with a per capita GDP of US$5,429, byctviime the comparator countries had
advanced to GDP levels three times higher. Thispteton by Korea of its coverage for
social health protection was thus achieved withuzhngreater compression of both the
timescale and economic capacity. Despite this el@nmpwever, in many countries even
legal coverage — not to mention effective accessetith services — remains very low (see
Figure A.24).

Figure A.24. Formal health coverage (percentage of population covered by law)
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Source: ILO (2008d).
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Table A.4.

Table A.5.

In many African countries, total formal coveragenaens below 1 per cent of the total
population, for example, in Mali, Niger and Ugan@able A.4), while even in Latin
America, where countries typically introduced thiist public insurance schemes many
decades ago and have mobilized multiple vehicles docial health provision,
legal/statutory coverage is far from complete (€abl5), with rates remaining at or below
65 per cent in countries such as Bolivia, El Sabwvaahd Honduras.

Percentage of population with formal social health protection coverage in selected African
countries, 2007

Countries Cote Dem.Rep.of Kenya Mali Mauritania Niger Uganda
d’lvoire Congo

Formal social health
protection coverage 5.0 0.2 25.0 2.0 0.3 0.7 0.1

Source: ILO, 2008d.

Percentage of the population with formal health protection coverage in selected Latin
American countries and selected years within 1995-2004

Country Public scheme  Social insurance Private insurance Other  Total (%)
Argentina 374 57.6 4.6 1.4 100
Bolivia 30.0 25.8 10.5 0.0 66.3
Colombia 46.7 53.3 100
Ecuador 28.0 18.0 20.0 7.0 73
El Salvador 40.0 15.8 1.5 57.3
Haiti 21.0 38.0 60.0
Honduras 52.0 11.7 1.5 65.2
Nicaragua 60.0 7.9 0.5 68.4

Source: Mesa-Lago (2007).

Data on effective coverage are very limited, bdttha global and national levels. Despite
the significant efforts of many national and intgianal institutions to develop and
provide data on access to health services, paatiguby the poor, information gaps still
exist. National statistics are compiled on baseghwtend to be partial, specific and non-
comparable and so do not allow comparative assedsroteffective coverage and access.
While some data are available concerning the p&agerof population with statutory/legal
coverage; out-of-pocket expenditure as a percerédee total; the density of medical
personnel with specified skills, together with somérastructure indicators; and. the
overall levels of utilization and health expendifuthe measurement of effective access
must be made in terms of a number of interlinkephedisions, including the actual
affordability of health care for households and theailability of services and
infrastructure.

It is possible, however, to build a multi-dimensabmicture of health coverage, on the
basis of a set of key indicators reflecting theatibn in a country or group of countries,
relating to both access to health services andlebel of financial protection. Useful
indicators covering these aspects include:

m formal coverage gap measured by percentage ofig@op formally/legally covered
by social health protection;

m financial protection deficit measured by propartif out-of-pocket payments in total
health expenditure and incidence of catastrophédtihexpenditure;
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m  access deficit in terms of level of resourcescalled to health care services measured
as proportion of actual total health expendituesglout-of-pocket expenditure) per
capita to a certain benchmark value (here medidoevéor low vulnerability
countries), and

m  access deficit, measured by percentage of popolatdt covered due to insufficient
number of qualified medical personnel (using mediansity of medical personnel in
low vulnerability countries as benchmark); matermalrtality measured as the ratio
per 10,000 live births is also useful as an indiGagalbeit rather indirect, of the
adequacy of access.

Combining these indicators is fairly complex, betwapproaches are becoming available
for statistical analysis through proxy indicatoas)d Figure A.25 offers one means of
visualizing the result of such an analysis. Coesthiave been grouped into five levels of
“vulnerability” defined by two criteria: (i) percésmge of population below poverty line of
US$2 per day; and (ii) wage employment as a peagenof total employment as a proxy
for the extent of the informality of employment, dathe groups represented in the
“concentric” pentagons shown in the diagram. Thghést vulnerability group includes
countries with highest poverty incidence and lovpgeportion of wage employment.

Figure A.25. Multidimensional health coverage deficit for countries at different levels of vulnerability
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Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva. SEC/SOC calculations.

The five axes of the figure represent the selesttaf coverage indicators. The key results
for countries classified as the most “vulnerable”terms of the above criteria — the
outermost pentagon — show that nearly 90 per cktheo population lacks any formal
(legal) coverage. This deficit is confirmed by titber indicators, including the low level
of financial protection with more than 50 per cehtotal health expenditure covered by
households’ out-of-pocket expenditure. These coesitalso have the highest maternal
mortality ratio of 82 deaths per 10,000 live birdrsaverage and the highest deficit in per
capita spending with a median value of 85 per daraddition, the access deficit indicator
measured by the relative density of health profesds shows that nearly 75 per cent of
the population in these countries may have no actedealth services due to lack of
medical personnel.
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Figure A.26
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Further technical details may be found in relevia® studies® However, Figure A.26
illustrates in more detail the global access defighich is estimated at one third of the
global population having no access to health sesviwhen in need. The deficit ranges
from 75 per cent in low-income countries to juséw per cent in high-income countries.

. Percentage of total population NOT covered due to skilled medical personnel deficit

Percentage of total population NOT covered due to health professional staff deficit (based on median value in low vulnerability group
of countries) by level of income

743

Basis of reference: Median
value of number of
professional health staff in
countries with low level of
vulnerability (low poverty rate
and low level of employment
informality)

-E

Low income Lower-middle income Upper-middle income High income

Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva. SEC/SOC calculations.

® Another ILO publication (ILO, 2008d) uses values fThailand as a benchmark (32 skilled
medical personnel per 10,000 of the population amiving at an estimate of over 30% not
covered). Here we use 25 referring to WHO (200@)ore saying: “It has been estimated that
countries with fewer than 25 health care profesd®r(counting only physicians, nurses and
midwives) per 10,000 of the population failed tchiave adequate coverage rates for selected
primary health care interventions as prioritizedhoy Millennium Development Goals framework”.
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Supplement B.  Exploring practical policy options — Country experiences

This supplement explores a diverse range of expegiein schemes currently operating,
some of which are still under development, in caaataround the world. The majority are
selected to show the prospects for effective amdessful implementation; however, it is
also useful to examine the consequences for ingidif effective protection under social
protection is limited or absent in any given counifhe section, for example, on Sierra
Leone highlights the implications in relation, sifieally, to coverage for essential social
health care.

B.1. Access to essential health care

B.1.1. Thailand

In Thailand, health care coverage under the ausgitthe government consists mainly of
three components: employer-provided schemes; heedthiance under the social security
schemes; and the universal health care schemeschietnes provided by the government
for its own employees.These employer-provided schemes consist of thé Servant
Medical Benefit Scheme (CSMBS) and the State Entap Medical Benefit Scheme. The
CSMBS covers government employees, pensionersdependants (spouse, parents, not
more than three children under 20 years of ageg State Enterprise Medical Benefit
Scheme covers State enterprise employees and dependants. In order to extend
coverage to private formal economy workers, theg®&ecurity Act was implemented in
1991, thereby creating the Social Security Heatsutance (SSO). It initially provided
health protection for enterprises with 20 or moarkers. In 2002 coverage was extended
to include all enterprises with at least one empdoyHowever, in 2001, Thailand took a
radical step towards achieving full population aegge in health care by introducing a
universal health care scheme, now popularly calhled'UC scheme” (earlier known as the
“30 Baht” scheme). The scheme offers any Thaiaitjavho is not affiliated either to the
SSO scheme or the CSMBS, access to health serproesled by designated district-
based networks of providers (consisting of headthties, district hospitals and cooperating
provincial hospitals). An overview of key featurgfsthe social health protection schemes
is shown in Table B.1 below, while Table B.2 shaesne summary statistical indicators
of social health protection achieved through tretemes.

1 WHO, 2005.Social Health Insurance, selected case stydinila, New Delhi and ILO, 2004.
Financing universal healthcare in Thailand, A teah note to the Governmenbeneva.
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Table B.1.  Overview of Social Health Protection in Thailand
Characteristics  Social Security Scheme CSMBS uc
Membership Private employees Government employees,  Self employed and those not
public sector workers and  covered by CSMBS and
their dependants, including SSS
parents, spouses and
children
Type Compulsory Occupational benefit Compulsory
Financing
Source Contributions by employees, General taxes General taxes
employers and the government of
1.5% of payroll each (reduced to 1%
since 2004)
Authority Social Security Office Ministry of Finance National Health Security
Office (NHSO)
Provider payment Capitation Fee-for-service Global budget and capitation
Benefits Outpatient and inpatient services in ~ Outpatient services in Outpatient and inpatient
public and private facilities; Maternity public facilities; inpatient ~ services in public and
benefits; Immunization and health  services in public and private facilities; maternity
education; Cash benefits private facilities (emergency benefits; immunization and
cases only); maternity health education
benefits; annual physical
check up benefits
Access to a Through a contracted hospital orits  Member is free to choose a Through a contracted
provider network; with registration provider hospital or its network; with
requirement registration requirement
Source: J. de la Rosa/Scheil-Adlung, Enabling transition to formalization through providing access to health care: The examples
of Thailand and Ghana, Inter-regional Symposium on the informal economy enabling transition to formalization, Geneva, 27-29
November 2007.
Table B.2.  Selected indicators of social health protection in Thailand, 2007
Selected social health protection indicators Percentage
Total formal coverage as % of population 977
(State, social, private and mutual health insurance schemes) '
Total health expenditure as % of GDP 3.3
Out-of-pocket payments as % of total health expenditure 28.7
Out-of-pocket payments as % of private health expenditure 74.8

Source: ILO (2008d).

Broadly, therefore, individuals in Thailand areeld access a comprehensive range of
health services, in principle without co-payments user fees, including ambulatory
(“outpatient”) services, inpatient services and emaity care, furnished by public and
private providers, within a framework which emplzasi preventive and rehabilitative
aspects.

As of 2006/2007, the overall legal coverage forlthemnsurance in Thailand reached
almost 98 per cent of the population. Of this feguabout 75 per cent represented UC
scheme coverage and the balance through SSO andBESidverage (Figure B.1)
(Jongudosmuk, 2006). Thailand's pluralistic applodtas, therefore, succeeded in
achieving near-universal coverage in a relativalyrsperiod of time.
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Figure B.1.

Social Health Protection Coverage in Thailand, 2006

Social Health Protection Coverage in Thailand

SSO and Without
CSMBS Cove;rage
23% 2%

/

uc
75%

Source: ILO (2008d).

The role of the UC scheme has been crucial in giogisocial health protection to the

poorest in society, especially informal economy keos whose health care needs inspired
the development of this scheme. However, it remansissue, yet to be adequately
addressed, that out-of-pocket payments continuepioesent a significant proportion of

total health expenditure (28.7 per cent in 200mmasing 74.8 per cent of private health

expenditure)?

The pluralistic development of both targeted andvensal schemes, on a coordinated
basis, is a particular feature of Thailand’s apphoto social health protection, and has
successfully mobilized a range of revenue souiicefjding general government revenue
and earmarked taxes together with contributions premiums, hence accelerating
progress in increasing coverage, especially ofpiber. The main areas of cooperation
between schemes include management of the infamatystem, standards of health
services and health facilities, and the claim amditssystem®

The use of different modes of provider paymentsdifferent services has, moreover, led
to positive impacts. Payment modes range from deesdrvice payments to promote the
utilization of under-utilized services to capitatiand case mix methods to control the
costs of inpatient care. However, there is scopefidher integration of the various
schemes, particularly regarding provider paymentssetting incentives for better quality.

While a comprehensive benefit package has beeim plsice, adjustments are still needed,
particularly to prepare for the ageing of the patioh. One approach will be to integrate
the provision of long-term care, so as to addrissanticipated shortfall in family care
which will result from a decrease of the fertiligte and longer life expectancy.

2 1LO, 2008d.

% Sakunphanit, T. 2008Universal Health Care Coverage through Pluralistispproaches:
Experience from ThailandSeries: Social security extension initiative€ast Asia (Bangkok, ILO
Subregional Office for East Asia).
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B.1.2. Ghana

Formal health insurance is relatively new in Ghaneen though support in times of need
for health care and, for example, of bereavemesd, leen provided for many decades
through traditional, informal networks based oniglocapital and solidarity. While health
care has been available, largely on a cash-foieserdelivery basis, the growing
inequalities inherent in the system have long lemrbling, and have led most recently to
the implementation of the National Health InsuraBceeme (NHIS). Its stated mission is:
“to ensure equitable universal access for all esdigl of Ghana to an acceptable quality of
essential health services without out-of-pocketnpayt being required at the point of
service use”. Act 650 identifies three major typéhealth insurance in the country:

(1) District Mutual (or Community-based) Health dnance Schemes: These operate
across a district with membership open to all mxsis of the district.

(2) Private Commercial Health Insurance Schemess@&fare private for-profit schemes
that are not restricted to a particular Region mtriigt of Ghana, membership being,
thus, open to all Ghanaian residents in that area.

(3) Private Mutual (Community-based) Health Insee®chemes: These serve specific
groups of people — members, for example, of a chbghurch, or any other
organization — who come together to form their omutual health insurance
schemes; usually membership is open only to mendie¢he organization concerned.

In order to operate legally in the country, evechesme is required to register with the
Government. The Government provides direct findnsigoport, to the District Mutual
Health Insurance schemes only, as part of its omgdtoverty Reduction Strategy.
Community-based District Mutual Health Insurancéé3nes thus constitute the bedrock
upon which the government is building its natiomedlth insurance programme.

The NHIS premiums are generally based on partitiaability to pay. Community
Insurance Committees identify and categorize reg&dimto four social groups, namely the
core poor, the poor, the middle class and the rmhg graduate their respective
contributions accordingly. The core pddpor the indigent), together with those aged 70
years or more and former Social Security and Natioimsurance Trust (SSNIT)
contributors on retirement, are exempted from pgginy premiums or contributions.

While contributions vary slightly from district tdlistrict, members in the informal

economy generally pay about ¢72,000 (or New GH¢abput US$5). For members in the
formal economy, participating in the SSNIT, 2.5 gent is deducted monthly as their
health insurance contribution. Workers in the fdrregonomy should thus become
automatic members of the NHIS, but still have tgister with their respective District

Mutual Health Insurance Schemes. The Governmentalsasintroduced a 2.5 per cent
sales levy to support the funding of the NHIS. &lbicontributors, coverage is extended to
their children and dependants under 18 years of age

The benefit package of the NHIS includes genergbatient services, inpatient services,
oral health, eye care, emergencies and maternity, @acluding prenatal care, normal
delivery, and some complicated deliveries. A fepedalized” items only, including HIV
antiretroviral drugs and “VIP” accommodation forsipital inpatients are excluded from
the health insurance package. According to the dlatiye Instrument (LI), which

* The NHIS defines the core poor as “adults who amemployed and do not receive any
identifiable and constant support from elsewherestovival” (Republic of Ghana NHIS Brochure
n.d., 6; Ghana National Health Insurance Coun6i 7.
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Table B.3.

accompanied Act 650, about 95 per cent of all esdereeds or common health problems
in Ghana are covered.

Data from Ghana NHIS headquarters in Accra indi¢hgt in 2008 some 12,5 million
Ghanaians, or 61 per cent of the total nationaufaijon of 20.4 million, had registered
with the NHIS® The largest numbers of members, in absolute tearesirom the Ashanti
region (2.8 million), the Brong Ahafo region (1.5llilan), the Greater Accra region (1.4
million), and the Eastern region (1.4 million). @ total enrolled, some 6.3 million (or
slightly more than 50 per cent) are children untiéryears of age, 867,000 (or 6.9 per
cent) are over 70 years of age, and 303,000 (op&.4ent) are classified as “indigent”, all
of whom are in principle exempted from contributjgayments’

The Ghanaian experience shows that it is possaisla tountry — whose workforce in the

informal economy amounts to 90 per cent of thel tetakforce — to successfully address
challenges such as insufficient funding, low sexviiality and exclusion, by introducing

multiple social health protection schemes rangimgnf community-based schemes to a
national health insurance for different groups bé tpopulation and bringing them

progressively into alignment. The experience hewicates that an important key to

success lies in ensuring access to all citizengewgimnultaneously targeting the poor.

A second aspect of successful implementation hethé provision of a comprehensive
benefits package covering essential needs. Howewacerns remain in relation to access
and quality issues, noting that the access deficibunts to 66 per cent of the total
population and out-of-pocket payments constitutarlge70 per cent of total health

expenditure (Table B.3).

Selected indicators of social health protection in Ghana, 2006

Selected social health protection indicators Percentage
Total forme}l coverage as % of populatior) 61
(State, social, private and mutual health insurance schemes)

Staff-related national access deficit as % of population 66
Total health expenditure as % of GDP 45
Out-of-pocket payments as % of total health expenditure 68.2
Out-of-pocket payments as % of private health expenditure 100

Source: ILO (2008d).

B.1.3. Mongolia

Mongolia introduced a social health insurance sehan1993, at a time when the country
was moving from a centralized planned economy toasket economy and hence was
implementing fundamental socioeconomic reform messurhe main policy thrust aimed

to mobilize additional financial resources for thealth sector and provide financial

protection for the low income and vulnerable popafa Universal coverage is being

approached through enrolment in the insurance msystnd although this has been

achieved by virtue of extensive public subsidiesdpecific population categories, such
subsidies are being reduced gradually as some gitigulcategories, such as herdsmen,
become economically self-sufficient. As shown inblEaB.4, coverage rates are high
among most population groups and amount to 77.8¢@rof the total population.

® NHIS. 2009 Operational Report as of 31 December 2(88cra).

® Ibid.
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Table B.4.

Mongolia: Legal coverage of population groups

Group Coverage rate
Employees 88.0
Children under 16 100.0
Citizens with no income except pension 100.0
Women taking care of children 100.0
Vulnerable people 100.0
Military service 100.0
Full time students 246
Herders 56.4
Others 81.2
Legal coverage as % of total population 773
Out-of-pocket payment

As % of total health expenditure 33
As % of private health expenditure 91.1

Source: ILO/WHO/GTZ/ADB, Strengthening the capacity and multi-sector collaboration to improve social health insurance in
Mongolia, Project Report, Ulaan Batar, 2008.

The benefits package specification is on an inetubiasis, but has not been implemented
in full; in particular the benefits package is fédt have promised more than could be
delivered in terms of quality. However, the MongaliConstitution (Art. 16.6) guarantees:
“the right to the protection of health and healdre¢ and recognizes that these rights
include the provision of free health care for tlo®p The Health Act of 1998 states that:
“certain types of health care and services shapirbgided to the citizens by the State free
of charge, as provided in the Constitution”. The lésts services to be provided and
conditions to be treated free of charge regardbésghether or not the patient is insured.
These include, inter alia: emergency and ambulaecéces; tuberculosis, cancer, mental
diseases, pregnancy, birth, and postpartum ca;tr@atment for injuries caused by
natural disasters, sudden accidents, or contagiissases. The Government has the
authority to update the list of diseases whosetrirenat is free of charge and to issue
regulations governing the provision of free treaimeThus the dual approach of
introducing a social health insurance scheme ferggneral population, complemented by
specific tax-funded services has enabled the cptmimpproach near-universal coverage.

However, despite the impressive results of theasdeealth protection scheme, some
broader problems remain. These include the fadtpheate households bear significant
out-of-pocket payments, amounting to 33 per cent tafal health expenditure.
Administratively, poor alignment of the health gmablic sector management legislation,
has resulted not only in a shortfall in coveragdhef social health insurance system but
also unmet needs and expectations of those ingegatding quality of services; these
problems mainly derive from a lack of coordinatiamd collaboration among key
stakeholders in recent years reflecting limitationsocial and national dialogue.

B.1.4. Sierra Leone

The current health financing system in Sierra Le@ilects the general constraints of the
post-conflict recovery phase, and is characterizgdigh out-of-pocket payments, low
guality of services, shortage of drugs and a lackealth infrastructure, particularly in

rural areas, leading to significant inequalitieaatess to health services.

Currently, domestic health services are financeagelst by out-of-pocket payments
(100 per cent of private health expenditure, in aheence of private insurance), mostly
representing expenditure on drugs. Public healtidiig comprises, to a great extent,
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external technical assistance. Despite signifieffiorts to improve the situation, per capita
spending on health has decreased since 2003 frouot Bt$$4 to US$1.5.

Vulnerable groups, i.e. children under five, schbdtiren, pregnant and lactating women,
the disabled and those over 60 years of age shoultory receive free services, but, as
reiterated below, the policy is not clearly implameadd and there are many examples of
patients having to pay for “registration” and cdtisg a doctor or a nurseé.

Against this background, it is not surprising thatecent “Pilot Survey on Social Security
Priorities and Need$” identified the most commonly perceived risks agKisess”
(mentioned by 89 per cent of respondents), “becgmoid” (60 per cent) and
“occupational injury” (45 per cent). (See Figure2B.“Sickness” ranked first amongst
perceived risks, and all groups of respondentsad® and gender) indicated, despite the
high incidence of poverty in the country, their limigness to pay social security
contributions, at probable rates in the range féotm 10 per cent of their monthly income.
In these circumstances, the Government recentlydattie ILO to undertake an assessment
aiming at improving social health protection, partarly for the poor.

Figure B.2. Public perceptions: Social security priorities and needs in Sierra Leone

Public perceptions: Social Security Priorities and needs
in Sierra Leone
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Sickness Becoming Old Occupational Injury

Source: Cleeve, E.A.: Pilot Survey on Social Security Priorities and needs, Final Report. National Social Security and Insurance
Trust, Freetown, 2007.

While the health care system in Sierra Leone igattarized by very high costs and
consequent low utilization rates of services, tregeno vehicles for efficient risk pooling
(insurance schemes). The main strategies adoptdtiebgsovernment therefore include
extending generalized social health protectioniding partnerships with stakeholders, and
focusing on primary health care with a view to impng not only disease prevention and
control, but also maternal and child health. A sgremphasis is placed on providing
services, free in theory, to the most vulnerableéhi population: school-going children,
under fives, pregnant women, lactating mothersouf2tmonths duration and citizens over
65 years old. However, as noted above, it is dlearthe policy of free provision is not -

" 1LO (2008f).

® Ibid.

106

TMESSC-2009



generally implemented. Staff numbers are inadequated healthcare facilities and
equipment of low quality so that, in reality, accés health care is very poor.

The current funds available — including donor furdasre evidently insufficient to deliver
even the most basic and essential health serviokaga to the population. The
Government is currently, therefore, investigatinggible strategies, within a framework of
extended social health protection. The existing asd allocation of funds is being
assessed, with a view to improving the aspectsjaitye solidarity and efficiency, together
with the development of an essential benefits pgekaf primary care that can be
effectively delivered. Longer-term sustainabilityllwequire that, dependence on donor
funds be replaced progressively by domestic fundinganized on a basis of risk pooling.
A major component of the Government’s overall corqgolicy stance is to enhance local
responsibility through decentralization and decotregion as a result of which, following
the Local Government Act of 2004, responsibility firimary health care facilities has
been transferred to the District Councils. Respulityi for tertiary level care, however,
has been retained at the national Government level.

B.2. Income security — old age

The most dramatic increases presently observedcialssecurity coverage worldwide are
being achieved through non-contributory social ¢fan schemes (for income security).
About 30 developing countries have already sucubiggbut in place elements of basic
social security packages through such social tearsfogrammes. Examples include the
“Bolsa Familid programme in Brazil, and theOportunidade’ programme in Mexico,
while in South Africa, Namibia and Nepal tax-finadcbasic pension systems have been
successfully implemented. Thgolsa Familiaprogramme, which is perhaps the biggest
social transfer scheme in the world, presently co¥® million people at a cost of about
0.4 per cent of GDP. South Africa has also greattgnded the coverage of its child grants
system to more than 4 million recipients over st decade. In India the 100-day national
rural employment guarantee scheme (NREGS) hasro#led out nationwide (see below),
while a new Act has been passed to mandate thensioite of basic social security
coverage to about 300 million people who were hithenot covered. However, the
possibilities of progressive extension, even in impoorer countries, are illustrated by the
case of Nepal, where the first steps have now laken to extend the reach of its
universal pension scheme by means of reducing ¢neflh age from 75 to, eventually,
65 years.

The evidence shows that something can be done ssfaltg almost everywhere, as
suggested by a meta-stufyundertaken by the ILO, and based on analysis ofiab
80 “primary” studies of the new cash transfer paogmes that have been developed in
some 30 developing countries during the last 10syead that are already providing
elements of a social transfer floor (see Part Agidra3 and Table 3). These programmes
already reach between 300 and 350 million benefigggexcluding the new social security
provisions for the unorganized sector in India).ilAstrated in the section below, existing
non-contributory social transfer schemes have pesimpacts on poverty, health and
nutrition, the social status of recipients, notablkomen, economic activity and

° There is a severely critical shortage of qualifitaff outside Freetown and WHO'’s recommended
doctor-to-population ratio of 1:12,000 is nearly @®Hes below this in Kailahun district. Out of
10 newly trained physicians around 8 will leave dwaintry after graduation. The country’s only
medical school has an average annual output ot®do (Source: ILO, 2008f.)

19 Much of the evidence and argument presented kesken from a forthcoming ILO publication
(Cichon et al.).
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entrepreneurial small-scale investments, notablggnculture, while avoiding significant
negative effects on the labour market participatibthe poor populations they serve.

B.2.1. South Africa

Impact

The principal goal of a pension system is to olevjaverty in old age. The social pension
programme in South Africa was extended to the braefority population gradually over
the 1980s and 1990s and now reaches around 2i@mbkneficiaries (ISSA, 2008). Until
the recent introduction of Child Support Grantg #ocial pension constituted the most
important source of support for poor householdghécountry. A new law was approved
by the National Assembly in 2008 with a view, asatved for example in an ISSA
assessment, to facilitating and equalizing accesshé social pension, through the
reduction of the age of pension eligibility for menmatch that of women at age 60; the
change will be phased in over three years, solth&@010/11 everyone aged 60 or older
who satisfies income criteria for the social pensagll have equal access. For 2008, South
African Rand (ZAR) 1.2 billion (equivalent to ov&lS$ 150 million) was allocated to
provide for age equalization of Old Age Grants @$S3008).

The pension provides a monthly benefit of aroun&TBto those beyond the pensionable
age and who live in poverty. The social pensiomeans-tested and tax financed; the
annual cost of rather more than ZAR 13.2 billionaegs to about 1.4 per cent of GDP and
makes up 38 per cent of the Department of Sociale@@ment’s total cash transfer
expenditure (HelpAge, 2009).

There is little available evidence on the effeaties of delivery of the pension, although
one study (Woolard, 2003, p. 6) suggests that as/raa 500,000 potential beneficiaries
may fail to take up, or otherwise fail to receitieit entitiements.

Although pensioners are the direct recipientss itvidely acknowledged that the social
pension is shared within, and effectively suppatig, poorest households (Ardington et
al., 1995). The evidence indicates that the impteaten of the pension scheme has been
effective, not only in preventing many vulnerablngioners from falling into long-term
poverty, but also limiting the depth of povertyusdty experienced. According to HelpAge
International (2003, p. 14) the poverty gap wouwdtwo-thirds larger for South Africa, if
the non-contributory pension income were to be rerdpand the indigence gap would be
one-fifth larger”. The same report also indicathattthe pension reduces household
vulnerability, as recipient households show grediaancial security and a lower
probability of experiencing a decline in living stiards (ibid., p. 21).

While there is evidence, which has attracted witkzsp and favourable comment, that the
pension has significantly improved women’s statuthiw rural households, its value in
this regard may in fact be even wider. One recerysdrawing on the ten-year evaluation
of the scheme notes the value of the scheme intttraaches rural areas”. The number of
female beneficiaries is about three times the nurobenales (Razavi, 2007, p. 391), but
the scheme can be seen to play a broad and e#edi& in offering “unpaid workers a
guarantee of partial economic security in theiredid years, affording them an earned
place in the household” (ibid., p. 391).

Concerns have been expressed that the pension sahem have a negative impact on
labour market participation through creating dismives for those of working age to seek
work in general, particularly if that would requireigration away from their homes.
However, no firm, statistically-based evidence appe¢o have been adduced in this regard.
In fact, Posel et al. (2004, p. 17) suggest thatémwe the social pension is significant,
which it is in the case of female labour migrarnke effect is positive. Our results also
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suggest that pension income received by women feglyi may be important not only
because it helps prime-age women overcome incomstraints to migration, but also
because it makes it possible for grandmothers pp@t grandchildren”. More generally,
in the view of Sagner (2000, p. 547), the impactsorial bonds has also been quite
significant in that the pension has played a roleeintegrating the elderly into socially
significant roles. For instance, “old age pensiaese not only of direct economic value
but also of eminent social and symbolic significginc

It does appear, however, that there has been somelation of the development of the
pension scheme with household composition; a lamyesehold survey (9,000) conducted
in South Africa in 1993, found that “householdshmitension income have more children
than average, 2.28 as opposed to 1.69” (Case aani)el 996, p. 11).

B.2.2. Namibia

Impact

The Namibian non-contributory pension aims, like touth African scheme, to reduce
poverty among the elderly population. The pensias Wrst introduced for white citizens
in the 1940s (under South African administrationtlod territory) and extended to the
whole population in 1973. Under the present laMamibian citizen residing in Namibia
(who is not outside the country for a period of enthvan six months) and is above the age
of 60 years, is entitled to an old-age pensions Emtitlement is unconditional, regardless
of any assets, income and/or other pensions frofmeatk contribution schemes, an
entitlement extended on an equal basis to eachgmamsrich and poor alike (Shleberger,
2002, p. 5). In 2001 there were about 100,000 heinges. Approximately 95 per cent of
eligible individuals received the pension in 20@bmpared with about 48 per cent in
1993-94. Beneficiaries receive about US$30 (Pell2087, p. 4) per month, and the total
cost is equivalent to about 0.8 percent of GDP §gk, 2009).

Research in northern Namibia showed that one quiartene half of pension income may
be invested in productive enterprises (reportetieipAge, 2006, p. 5). The programme
has also been credited with encouraging small eriseis (Barrientos and Scott, 2008b,
p. 18) and stimulating micro-economic trade andastfucture (Devereux, 2001, p. 33;
DFID, 2005, p. 17). Moreover, pension income hasllted in pensioners becoming more
credit-worthy (Devereux, 2001, p. 34-35). Some ificgent multiplier effects have been

identified. For instance, research by DFID has ahafeat “beneficiaries of the social

pension have been able to use their cash to inmesgriculture and livestock for their

families” (ibid., p. 17).

In terms of social bonds, it seems that “the sogp@ision has conferred status on family
members who were otherwise viewed as economic hatdgoid., p. 16). This view is
echoed by Shleberger (2002, p. 15), who suggeatgtie pension has contributed to the
improved social status of the elderly: “one or telderly persons in a household can
provide an essential social safety net for theembusehold. Thus, old age pensioners are
kept in the families and looked after”. Likewisdwetpension appears to have led to
significant intra-household empowerment for somem&n in socially conservative rural
areas (Devereux, 2001, p. 49).

The social pension is known to have affected haaldetomposition. Children have been
sent to grandparents in the hope that their pensioome will support them. This is

notably the case in “missing middle generation”$eholds, where one or both prime-aged
adult parents has died as a result of AIDS. A comgriticism of social security schemes
that are child-oriented (i.e., a household/caraligible when a child is living with them)

“is that they can lead to families taking in mofgldren in an attempt to secure more
income from the cash transfer scheme” (Save thédgehni et al., 2005, p. 35), and the
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possibility that families will “import” children fsm the wider family in this way in order

to maximize their transfer entitlements is natyraf some concern to policy-makers.
Nevertheless, there is substantial evidence thatotiicome of grandparents caring for
children and using pension income for their supjpod welfare has on the whole been
positive.

B.2.3. Brazil (Previdéncia Rural or “rural pension” )

Impact

The specific aim of this programme is to reducegpiand vulnerability among older
people engaged in rural employment and who araudgd from social insurance schemes
(Barrientos, et al., 2008a, p. 27). Brazil's cutnemal social pension scheme dates back to
the 1991 Social Security Act and provides a nortsdmutory pension to both men and
women (aged 60 years and 55 years and over, raggdgrtwvho participate in the “rural
family economy” (Schwarzer and Querino, 2002, panyl who can demonstrate at least
15 years of participation in agriculture, the fisheector or similar activities. The rural
pension scheme reaches 7.5 million people at aofds6 per cent of GDP' and provides
benefits which include old-age and survivors’ pensj together with disability, maternity,
sickness and work injury benefits. The benefitimkdd to the minimum wage which is
presently equivalent to about US$200. The progransnkargely financed by general
taxation?

A study reported by HelpAge (HelpAge, 2003, pp.1B3-suggests that the presence in a
household of a recipient of a non-contributory pemsnay be associated with a reduced
incidence of poverty among household members g as 21 per cent. Schwarzer and
Querino (2002, pp. 12-13) also found that the rpetsion scheme plays a key role in
poverty alleviation at the rural level. They comintirat:

.. only 14.3 per cent of the households of ruraliaosecurity beneficiaries are below the
exogenous (natural) poverty line of one-half ofddficial minimum wage per capita family
income. If an endogenous poverty line is applied. (@djusted for local prices), then only
0.4 per cent of the households of rural benefiesasuffer from extreme poverty, 8.8 per cent
are in poverty, and 2.7 per cent are just able ¢etnthe very basic needs for all household
members with the available income.

The rural pension has been associated with inadeasaall-scale economic activity.
Delgado and Cardoso (2000) found that many beaeiiis use some part of the transfers
to purchase seeds and tools to support their edondon example agricultural, activity,
and the incidence of continued employment is highmong beneficiaries of the rural
pension compared to other pension programmes irilBfichere are indications that the
scheme has had an effect on regional income rigison and hence improved general
levels of income equality in the country. Schwaraed Querino (ibid., pp. 14-15) state
that:

... for a large number of municipalities and evéattes ... the rural pension scheme has a
strong regional income redistribution function. &pproximately 40 percent oPard’s
municipalities, for example, the volume of incomansfers to families via social security is
larger than the fiscal equalisation transfers rambi by the 15 respective municipal

1 Ministério da Previdéncia Social. 2008, Ministédo Desenvolvimento Social e Combate a
Fome. 2008 and Banco Central do Brasil. 2008.

12 bid.
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administrations from the official Federal and regibfunds (the Fundo de Participacédo de
Municipios and the Cota-Parte do ICMS3.

The social pension is also linked to increased dppiies for democratic participation in
other areas of civic life. Schwarzer and Querithad(i p. 14) note, for example, that:

... the local rural trade unions, known &irfdicato de Trabalhadores RuraiSTR), as well
as their regional and national associations (thgiormal FETAGRI and the national
CONTAG), fund their activities in part with the mwe of a “Solidarity Contribution” of
2 per cent of the pension, paid in exchange forsewwices provided by the trade union at
retirement.

B.3. Income security — child benefits

B.3.1. Brazil (Bolsa Familia)

The Bolsa Familia(“family stipend”, referred to as BFP in some $03)l was launched in
2003 and is generally considered to be the largesditional cash transfer (CCT)
programme in the world. It came into being afte therger of four pre-existing cash
transfer schemes in Brazil. In 2008, it covereduatb11.35 million families (estimated to
number 47 million people), corresponding to abaé quarter of Brazil's population. The
budget for the programme in 2008 was US$5.5 bilib®.3 per cent of GDP! It is
expected that coverage will be extended to covet dfllion families by the end of 2009
(Ananias de Sousa, 2009).

The programme has a number of specific objectif@sto reduce current poverty and
inequality, by providing a minimum level of incorfe extremely poor families; and (b) to
break the inter-generational transmission of pgveyt making these transfers conditional
on the compliance by beneficiaries with “human demment” requirements (for example,
children’s school attendance, attendance at vatbemeclinics, and arrangement of
pre-natal visits). TheBolsa Familia programme was conceived by the Brazilian
government as part of an integrated set of sodhtips. This covers food and nutrition
security, social assistance (including psycho-dos@vices), cash transfers and basic
social services. More recently, the PlanSeQ prograrhas been established. This aims to
help beneficiary families obtain professional diigditions and prepare them for
employment in jobs that are in demand (notablyhim tourism sector). Currently, some
212,000 people are engaged in PlanSeQ activitesirder to set higher level human
development goals, it is required for eligibilityat individuals must have completed at
least the fourth grade of schooliry.

3 Ministério do Desenvolvimento Social e Combateoin€. 2008 UN exchange rate for January
2009: US$ = R$ 2.3.

14 Ministério do Desenvolvimento Social e Combate&né (2009).
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Impact

Only the poorest households (those with a montidpme that does not exceed Brazilain
Reals (R$)60/US$27 per month as at March 2009)eatigled to the basic benefit, the
level of which is presently set at R$62; incremeienefit levels vary, depending on
household income and compositiGhA useful description of the targeting mechanism is
given in Lindert et al., (2007, p. 34), who expldhat targeting of the grant is done
“through a combination of methods: geographic aftmns and family assessments based
on per capita incomes”. The geographical target@kgs place at two levels: federal and
local. Family assessments are performed byGheastro Unicoregistry using unverified
means-testing to determine individual eligibilitigi¢., p. 35).

Families enrolling in the programme must agreensuee that three main requirements are
fulfilled: (i) prenatal and postnatal monitoring) fiutrition and vaccination monitoring for
children from 0 to 7 years old; and (iii) at le&8t per cent school attendance for children
aged 6 to 15 years old and 75 per cent for teeadgem 16 to 17 years old (ibid.). At
present, some 795,000 (7 per cent) families hawk thair benefits blocked pending
investigation as to whether they are fulfilling ttenditions of the programme.

A recent change to thBolsa Familiaprogramme has been its integration with the Child
Labour Eradication Programme (PETI). Approximatel$0,000 families have been
identified as including children who are workingndain 2008 the programme addressed
the needs of 875,000 children (Ananias de Sous@9)20This change has led to
particularly close monitoring of the benefit comalit that families ensure their children’s
attendance at school. This, and the other “cormitibes” of the programme are not, in
fact, seen as (necessarily) punitive, but as indisathe non-fulfilment of which can serve
to identify cases of vulnerability and facilitatédoatter understanding of families’ needs in
terms of the utilization of services (ibid.).

Bolsa Familiareports that its targeting is relatively accurated hence that it achieves a
high level of effectiveness in benefit delivery: &®r cent of its reported benefit
expenditure is paid to families living below thevpay line (half of the minimum wage

per capita) (Soares et al., 2006, p. 1). This assest is corroborated by Lindert et al. who
state that the programme has shown exceptionattiaggresults: “with 73 per cent of

transfers going to the poorest quintile and 94gast going to the poorest two quintiles”
(Lindert et al. 2007, p. 116). However, there isdexce elsewhere of considerable
leakage. In another study conducted by Soares. €2@D7b), the inclusion or leakage
error, defined as the ratio of non-poor (the bermfies) to the total number of

beneficiaries, was measured at 21 per cent in 208445.1 per cent in 2006.

The rates of school attendance, drop-out and sefeaol progression indicators have all
been found to be improved for children assistethyprogramme as compared to children
living in similar non-beneficiary households. Acdorg to the impact assessment
performed by CEDEPLAR (2007), the probabilities afildren’s non-attendance and
dropping out are respectively 3.6 and 1.6 percengagnts lower, for families within the

programme, as compared with their non-benefitingnterparts. However, it was found

that the children in participating families arefatt four percentage points more likely to

'8 Furthermore, very poor households can receivetiaddi variable benefits for each child up to a

maximum of three children (0-15), for adolesceri§-17) and in case of pregnancy. Very poor

families can receive up to R$182 per month in tdfalouseholds have a monthly income between
R$60 to R$120 they can receive additional varidtdrefits depending on the number of children,

adolescents and pregnant women. The transferemmétit can be as much as R$120. However, in
such cases, there is no entitlement to the baaitt.gBource: Ministério do Desenvolvimento Social

e Combate a Fome. 2009. www.mds.gov.br/bolsafatmili@rograma_bolsa_familia
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fail to advance in school. One probable reasonhigris that most of the children, who are
targeted by the programme, have never attendedalsahd thus start their schooling with
a lower level of educational attainment, with theuit that they have difficulty in keeping
pace with their peers.

Surveys, such as that conducted by the UniversityPernambuco, indicate that
beneficiaries oBolsa Familiaspend the majority of the money on food (in ruaetas
approaching 90 per cent), children’s health andcation (school books and stationery)
and children’s clothing (Duarte et al., 2008).

As Lindert et al. (2007) point out, the programnas lemonstrated a significant impact on
poverty and inequality. Results of the “annual letwdd survey (PNAD, 2004) show that
the BFP accounted for a significant share (20-25 gent) of Brazil's recent (and
impressive) reduction of inequality and 16 per adrihe recent fall in extreme poverty”.

No significant negative impacts on labour supplydisincentives to work have been
demonstrated. The International Poverty Centreutatied, on the contrary that, in 2004,
the labour force participation rates in beneficidaynilies were 2.6 percentage points
higher than for non-beneficiaries. Female labourketaparticipation is 4.3 percentage
points higher in beneficiary families compared tm+beneficiaries, and the differential
was found to be as much as 8 percentage pointehigh beneficiary families in the

poorest income decile (Soares, 2008).

B.3.2. Mexico (Progresa/Oportunidades)

Progresa(Programa de Educacion, Salud y Alimentagjémas first launched in 1997. It
was developed as a conditional cash transfer pmogeafor poor rural households in
Mexico, aimed at poverty reduction and preventioi2002 the programme was renamed
Oportunidadesand extended to urban areas with some additiaraponents of training
and micro-enterprise support.

Oportunidadeshas now become the principal anti-poverty progranoh the Mexican
government. The programme has an authorized buafgeS$3.6 billion that represents
approximately 0.32 per cent of GDP. The deliversts@f the programme amount to about
4 per cent of transfer payments (SEDESOL, 2009)stated objectives include helping
poor families in rural and urban communities toestv in human development by
“improving the education, health, and nutritiontloéir children—leading to the long-term
improvement of their economic future and the coaseatireduction of poverty in Mexico”
(World Bank, 2009, p. 1).

The programme is a conditional cash transfer (Q@®@yramme covering about 5 million
poor families in Mexico (SEDESOL, 2007, p. 7). Gooed payment of benefits is
conditional on parents (usually the mother) engutirat their children make regular clinic
visits and receive key vaccinations, and that thentain a specified level of school
attendance. Benefit levels are increased as chilgrew older and enter higher-grade
groups, the intention being to keep older childreachool and out of work, and therefore
preserve the goal of human developmEnThe programme is targeted on the poorest

" Oportunidadesprovides monetary educational grants to partigigatamilies for each child less
than 22 years of age who is enrolled in school betwthe third grade of primary and the third
grade of high school. The grant consists of thdofahg: US$12.5 per family consumption
supplement; US$ 8-16.5 per child in primary schp@d month and US$15.5 school materials per
year; US$24-30.5 per child in secondary schoolmpenth plus US$20.5 school materials per year;
up to a maximum of US$75 per household per montaregge household benefit is 21 per cent of
household consumption (Barrientos et al., 20088)p.
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Impact

communities, and eligibility is determined througfoxy means testing and community
reviews.

The International Poverty Centre (2007, p. 1) obserthat the targeting of the
programmes has been “outstanding”. Soares et@D7¢ p. 14), state that: “80 per cent of
income from Oportunidadesgoes to the 40 per cent poorest Mexicans”. However
exclusion and inclusion errors are relatively higthe proportion of all of the poor in
Mexico who receive benefits fro@portunidadess estimated at only 30 per cent, while in
terms of the inclusion error, some 36 per centenfdficiaries can be categorized as non-
poor (Soares et al., 2007b, p. 2-3). Furthermomh Progresa and subsequently
Oportunidadeshave made an important contribution to decreasieguality. While the
share of total income represented@yortunidadeshas been very small, at about 0.5 per
cent, analysis by the UNDP's International Pové&entre indicates that the programme
has been responsible for about 21 per cent inggualiuction, as measured by the Gini
index, which fell by approximately 2.7 points dgithe period in which the study was
conducted (Soares et al., 2007a, p. 1).

The Progresa/Oportunidadegprogramme has improved child health, had a sicpnifi
impact on increasing child growth and has redudedprobability of child stunting for
those in the critical age range of 12—-36 month®(8&s, 2005, p. 56). It has engendered
similarly positive results for adult health, asesssnents show members of beneficiary
households to be significantly healthier than thpegers. On average,Pfogresa
beneficiaries have 19 per cent fewer days of difficwith daily activities, 17 per cent
fewer days incapacitated, 22 per cent fewer dayed) and are able to walk about a 7 per
cent longer distance than non-beneficiaries”(ibid.)

The programme has had many positive educationactsff School enrolment has
increased. At the secondary school level, “there svg@roportional increase of enrolment
of boys from 5 to 8 per cent and of girls from Tl 14 per cent” (ibid., p. 50). It is
important to note, however, that enrolment showldhe confused with attendance. On the
measures considered, educational attainment atseased by 10 per cent (ibid., p. 51);
this statistic is of particular interest sincesitkinown that an improvement in educational
outcomes is correlated with increased earningsgiateonce children reach adulthood and
enter the labour market. Projections indicate Wiatn children “reach adulthood, they will
have permanently higher earnings of 8 per cent assalt of the increased years of
schooling” (ibid.).

Whilst the reduction of child labour was not inadgdamongst the explicit objectives in the
design ofProgresa it has nonetheless been associated with a redewet of working
among those aged “8 to 17 by 10 to 14 percentlatioa to the level observed prior to the
programme” (Rawlings, 2005, pp. 149-50). Moreovére impact was higher for boys
aged 12 to 13, although there was no significashictton [observed] among boys aged 16
to 17. For girls, there was a significant reductsnwell” (Tabatabai, 2006, p. viii).

As in the case of Brazil'Bolsa Familig no statistical evidence has emerged to suggest
that the programme might be associated with waskhdentives. The regular reports show
“no reduction in labour force participation ratéther for men or for women” (Skoufias,
2005, p. 38). However, according to Molyneux (2007,29) “the programme did not
generate employment opportunities for school leavbat would enable the cycle of
poverty to be overcome”. This could indicate a nded more direct measures to
complement the scheme in order to overcome bataegatering the labour market.
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B.4. Income security — other cash transfers

The arrival of cash transfer programmes, hailed asw “family” of benefits in the broad

arena of social security, merits specific attentard further discussion. Considerable
evidence is by now available regarding the imppatticularly of CCTs, mainly because
they have been implemented in countries with sooational statistical systems and
household surveys covering periods of referenceorbefand after the programme.
Moreover, many CCTs are subject to regular evalnattudies.

Evidence from Latin American programmes shows tG&Ts have been able to
successfully achieve the twin objectives of incieg{smoothing consumption and
investing in human development goals. Their impaatklation to other forms of capital
(land, productive assets in the agriculture andamgmiculture sectors) is much less clearly
understood. There is a danger that certain devedoprobjectives (long-term human
development through access to services) may be asig@u at the expense of others (such
as food security, and investment in higher-retiwrelihoods by poor households offering
the prospect of pro-poor economic growth).

These have been credited with achieving significadtictions in child labour, even where
this is not an explicit objective of the programne Ecuador estimates indicate that the
main CCT,Bono de Desarrollo Humandas been influential in reducing the prevalerfce o
child labour by some 17 percentage points (Schady,e2006, p. 1). Evidence of a similar
impact in relation to reduced levels of child lab@an also be found with the Cash for
Education Scheme in Bangladesh (Ravallion et 8891p. 6-17), th&amilias en Accion
programme in Colombia (World Bank, 2006, p. 16) d&ed de Proteccién Sociah
Nicaragua (Maluccio, 2004, pp. 46-47). Brazil, ¢w tother hand, has implemented a
dedicated programmela Programa de Erradicagao do Trabalho Infati(“The
Programme for the Eradication of Child Labour”) efmhas been effective in reducing not
only general child labour, but also, specificatlye worst forms of child labour (Yap et al.,
2002, pp. 13-14 and 27). Nevertheless, the eviddtrateCCTs are by themselves effective
in reducing child labour is not conclusive and lfiert research is needed into the possible
inter-relation with other factors which may, jointr separately, account for the observed
declines.

CCTs are strongly associated with significant intpagn household consumption and
nutrition. For example, in families benefiting fraime programmé-amilias en Acciénn
Colombig by comparison with those in non-benefiting fanslieehildren under 2 years
grew taller by 0.78 cm in urban areas and 0.75rcmuial areas. Rural children aged 2-6
grew 0.62 cm taller” (Briere et al., 2006, p. 1Byrthermore, “in rural areas, children aged
2-4 gained an additional 300 grams while the sageewaiban children gained nearly 500
grams” (ibid.).

The same CCTFamilias en Accionhas provided strong evidence of improved social
bonds and social goodwill in eligible neighbourheod study by the Institute of Fiscal
Studies has found a higher willingness to contabiat the public good by individuals
living in neighbourhoods covered by the programm#ahasio et al., 2008). However,
evaluations of other CCTs have given more ambiguesslts regarding their effect on
social bonds (Skoufias, 2005, p. 38).

The gender dimension of CCT programmes, partigularLatin America, is significant in
terms of their potential to address social exchusio Oportunidadesfor example, benefit
payments are made to mothers rather than fathedsjtds claimed that in so doing it
empowers women in their households; there is egigldhat many women do find this
payment valuable for their self-esteem. Equally,wéneer, some argue that the
programme’s potential to enhance these aspect®wiew's status is undermined, both by
some of its conditionalities (notably a requiremémit female beneficiaries undertake
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unpaid community work, so adding to their “triplerden”), and its very focus on women
as those responsible for children and the domsgptiere. In practice, the mundane fact is
that the payment arrangements simply are an efeeetay of ensuring that benefits reach
children.Oportunidadegloes, however, address some gender-related cencatably by
paying a higher stipend for girls’ educational attence than boys’. Nevertheless,
commentators have noted that the scheme desigtteth somewhat stereotyped view of
the respective family roles of mothers and fatl{stslyneux, 2007, p. 27). The argument
is put forward that there are advantages, not @nlctical but also having regard to
cultural attitudes, in paying benefits designeddbild support to the principal caregiver
without stipulating gender, as in the South Africahild Support Grant (Razavi, 2007,
Molyneux, 2007).

In summary, a substantial number of cash transfagrammes are now well-established,
are likely to continue for the foreseeable futumed, if impact evaluations continue to be
favourable, may well be replicated in more coustri@/hile the majority of programmes
are broadly of the CCT type, research and debdikeiy to continue as to the true value
of conditionalities.

B.4.1. South Africa

Impact

The Child Support Grant (CSG) is a major publiamded cash transfer programme in
South Africa, designed to reduce poverty amongdoil in poor households. The CSG
was introduced in 1998 and was originally paid anemns-tested basis. However, the rate
of take-up fell considerably short of expectatigmsssibly to the extent of as many as 90
per cent of potentially eligible children, and pably as a result of the onerous
requirements for registration and proving eligtgiliincluding, for example supplying
“proof of immunization and health clinic registat, and proof of efforts to secure
employment” (Samson et al., 2006, p. 8). As a tesuthe deliberations of the Taylor
Commissiort® of 2000, and to ensure satisfactory take-up, therse was converted to an
unconditional basis. Following this change, takestithe grants is estimated to have risen
by 58 per cent (Samson et al. 2006, p. 9).

The grant currently covers about 7.5 million chéldraged 0-14, and amounts to about
ZAR190 per month (approximately US$20), which isdpto carers or guardians of
children; the overall cost represents about 0.7ceet of GDP (Barrientos et al., 2008a,
p. 83).

The improvement in the programme’s operational otiffeness following its
transformation from a conditional to an uncondidibiasis is thought to reflect the
removal of a range of formal and informal admirtre bottlenecks (Standing, 2002,
p. 208; Orton, 2008, p. 45; Samson et al., 2008).p.

Woolard (2003, p. 9) assessed the scheme in nelatiohildren under age 7 and estimated
that “assuming that all those eligible ... regismarthe CSG, household poverty would fall
to 28.9 per cent, ... that poverty among childreisfabm 42.7 per cent to 34.3 per cent
and ultra poverty falls from 13.1 per cent to 4ét pent’. More broadly, his estimates
indicate: “the grant system also strongly reducegjiality — the Gini coefficient (on [the

18 |n 2000 the South African Cabinet appointed a Cittes of Inquiry into Comprehensive Social
security ... which examined the shortcomings of thisteng system”. The inquiry was led by Prof.
Viviene Taylor (see Samson et al. 2006, p. 8).
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basis of] per capita household expenditure) faisnf 0.67 before grants to 0.62 after
grants” (ibid. p. 11).

In 2002 the CSG was associated with an “8.1 peagentpoint increase in school
enrolment among 6 year olds, and a 1.8 percentagg {mcrease among 7 year olds”
(Case et al., 2005, p. 14). The CSG has also beannsto have a positive impact on
nutrition, growth and hunger. A study by Woolardakt(2005) found that receipt of the
CSG for two-thirds of the period of a child’s lifefore the age of 26 months resulted in a
significant gain in height, an important indicatdrnutritional status. Aguéro et al. (2007)
show that the CSG has a positive and significafecebn the statistic of child’s height-for-
age, and estimate that the improved nutrition cédié in these height gains will yield a
discounted rate of return of between 160 per cadt280 per cent on the original CSG
payments. The CSG programme can thus be regarddwhasg the character of an
investment, with exceptional returns not just iiab but also in financial and economic
terms.

B.4.2. Zambia (Kalomo District pilot social cash tr  ansfer scheme)

Impact

The aim of the programme, implemented in the Kald@isirict of Zambia as, in effect, a
“pilot” for wider extension, is the reduction of teeame poverty, hunger and starvation,
with a focus on households headed by the elderty thnse caring for orphaned and
vulnerable children. The scheme is a cash tranpfegramme for critically poor
households, relying until now on funding by Zambidbnor partners, and is unconditional
in the sense that benefits are not determined tye&gt means test of income or wealth.
Households at the outset of the scheme receivedlalmenefit of Zambia Kwacha (ZMK)
30,000 per month (equivalent to about US$6, présentreased to ZMK50,000 per
month), paid to the head of household (Barrientosle 2008a). This sum had been
estimated to cover the cost of a meal a day, arsl v expected to lift people out of
general poverty, but to preclude critical poveAythe outset, coverage amounted to 1,027
households numbering 3,856 individuals (Save thdd@m et al, 2005, p. 21). The
coverage is targeted (and at present limited td'capped”) at 10 per cent of the most
vulnerable population in the area covered, 10Qpat of critically poor and 20 per cent of
the poor (Barrientos et al., 2008a). The cost ekdag all destitute households in Zambia
has been estimated at US$16 million, which equat&s4 per cent of GDP, or 4 per cent
of annual aid flows (ibid.).

Assessing the effectiveness of delivery, Schul#804, p. 9) suggests that there is a low
leakage rate to the non-poor, but low coveragehef goor reflecting the capping of
enrolment to the poorest 10 per cent of households.

School enrolment rates have improved in the progrararea, particularly for 5-6 year-
olds and for 14-15 year-olds (MCDSS & GTZ, 20063@). The number of households not
sending at least one of their children (7-18) thost were reported to have decreased,
following the implementation of the scheme, from44fio 33.8 per cent (ibid., p. 37). In
addition, overall absenteeism from school has dedlby 16 per cent (DFID, 2005, p. 18).

Nutritional indicators have improved quite subskht The proportion of households
living on one meal a day is reported to have dese@éom 19.3 to 13.3 per cent, while the
proportion having two meals a day remained the samgehouseholds having three meals
a day increased from 17.8 to 23.7 per cent (MCDSGT&, 2006, p. 43). Similarly, the
percentage of households in which members repatifidfeeling hungry after a meal
decreased from 56.3 to 34.8 per cent, and the p@@e of households who felt able to eat
“enough or just enough” rose from 42.6 to 65.2qmatt (ibid., pp. 43-44).
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An increase in productive activities has also bebkserved, with individuals allocating
cash to investment in income-generating activittesecent evaluation found that as much
as 29 per cent of the transfer was spent on ligkqigoats for breeding, oxen to help with
ploughing) and agricultural inputs (Save the Cleifidet al., 2005, p. 27; DFID, 2005, p.
18). Female beneficiaries also created a “jackpot” Chilimba” system for investment,
of the rotating savings type, based on groupsvef fiembers, each of whom contributes
ZMK5,000 (approx US$1) per month at the time of @€ scheme distribution, paid to
one member, who in this way has a sum availablZMK50,000 (being the monthly
benefit of ZMK 30,000 plus ZMK20,000 from the othgnoup members), which can be
effective as an investment in small-scale econ@uitvity. In subsequent months, each of
the group members in turn has access to thistia¢8chubert, 2004, p. 10).

Estimates indicate broadly that household debthhged since the programme’s inception
and asset ownership has increased; correspondihglypercentage of households selling
assets decreased from 17 to 13 per cent, at basetieaning that fewer households
diminished their productive means which can adgmrtant safety buffers during times
of shocks. In general, a decreased dependenceeasvell amongst beneficiary households
and a smaller burden of support for the wider comtg(MCDSS & GTZ, 2006, p. 53).

Less positively, there is some anecdotal eviderce sense of exclusion and resentment
among non-beneficiary members of the communitys Thay, in part, have resulted from

the programme’s selection mechanisms not beingspament and confusion over the

selection criteria (Save the Children et al., 200533). There is no evidence, however,
that traditional safety nets, already weak, havenbfirther weakened by the scheme.
Neighbours still, for example, collect water an@iood for the infirm (ibid., p. 34).

B.5. Income security — working age population

B.5.1. India (NREGS)

The Indian National Rural Employment Guarantee 8eh@NREGS) was established in
the passing of the corresponding Act (NREGA) in2Ghd its design strongly reflects the
earlier employment guarantee scheme limited toState of Maharashtra (MEGS). As
Samson et al. (2006, p. 104) suggest, it is hopatlthe NREGS “will create valuable
infrastructure, supporting pro-poor economic depelent ... [and] change the relations of
power in rural communities, supporting rights fbe tpoor that may foster greater social
equity”. A feature regarded as being of criticabortance is its establishment under an
Act, which confers statutory rights on beneficiarizshereas a “scheme” lacking statutory
authority may be prone to short-term change acogrth the demands of expediency. In
theory, the Constitution of India safeguards thghtrito work, that forms part of India’s
Constitution, although questions are emerging alloait“rights” perspective underlying
NREGS, particularly because poor, often illiterdteuseholds, cannot easily turn rights
into practice.

Under NREGS, a rural household is entitled to demamto 100 days of employment per
year, which is made available on agreed schemepubfic works. The programme
undertakes projects facilitating land and wateronese management, together with
infrastructure development projects such as roadtoaction. The wages paid are equal to
the prevailing (and officially declared) minimum gea for agricultural labourers in the
area. If work is not provided within the stipulati@the, the applicant is entitled to receive
an unemployment allowance. The programme is degdigna manner which is effectively
self-targeting, since the wage specification ishsiinat while the poor will choose to enter
the programme, the non-poor will abstain from pgttion.
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Impact

The allocation for the programme from the natiomaidget for the financial year
2006-2007 was Rs11,300 crores (approx US$2.5bithiof.3 per cent of GDP). Official
cost estimates of the scheme once fully operatisanfje from Rs40,000 to 50,000 crores,
suggesting that the budget for the scheme couldd ped.5 per cent of GDP; there are
differing views on the affordability of the programe.

As the scheme has developed, some concerns hameskpreessed, for example that the
types of projects undertaken are more beneficiaicteer than poorer households, and in
regard to possible gender-biased exclusion (desgige inclusion of provisions to
encourage women’s participation), since many woareriess able to travel long distances
to find work.

The programme is regarded as one of the largddsrlzpsed social protection initiatives in
the world, reaching around 40 million householgit below the poverty line. Owing to
its relative newness, few large-scale evaluatiagetyet been published. However, some
insights into the possible effects of the NREGA niieygleaned from evaluations of the
MEGS in Maharashtra.

Firstly, the MEGS programme is associated with alide in income variability, and
possibly therefore with a significant impact ons®al malnutrition. Dev (1995, p. 127)
presents evidence showing that the labourers lageis covered by the programme “had
income streams that were almost 50 per cent lasabl@ than those of labourers in non-
MEGS villages”.

As a scheme for employment creation, as much asdoal protection, MEGS “created

90 million person-days of employment in 1997” (Samset al., 2006, p. 13), while

creating few disincentive effects “ — workers sde@her wage employment and take
advantage of better opportunities when they becavadable” (ibid.). Concerns have been
raised, however, as to the quality and conditidritt@ work provided through the scheme,
and the possibility that it may have unduly inducédd labour.

Dev (1995, p. 136) observes that MEGS has beewriasso with reducing poverty, noting
that: “microstudies reveal that the share of tattome that comes from MEGS
(microstudies) has ranged from one third to twedhi Although MEGS income may not
have allowed participants to ‘cross the povertg’lint has helped reduce the intensity of
poverty”. Samson et al. argue moreover that theggramame has contributed to higher
market wages for agricultural workers, improved resuic power and solidarity. He
suggests that: “the scheme successfully improvesnitome stability of poor households,
reducing their reliance on usurious credit, prothecasset sales and hunger as responses to
income shocks” (Samson et al., 2006, p. 13).

Further indirect advantages have been observedgahbeneficiaries who are enabled to
invest and engage in entrepreneurial activitiesrofy relatively advantageous risk-reward
ratios. For example, the income security provideden the MEGS enabled farmers to
plant high-yield crops, rather than the low-yiaddpught-resistant varieties used elsewhere
(Devereux, 2002, p. 666). Devereux concludes byoddht the programme has a
livelihood-promoting outcome and encourages ridlkag behaviour, in moderation, by
smoothing income streams against adverse entrapieheutcomes.

Nevertheless, commentators have observed a nunfberoblems in relation to the

scheme. One such is that the scheme may not beideadio female participation, for

reasons including a failure to provide childcarscdminatory wages and the particular
burden long distances to work sites place on wofBamson et al., 2006, p. 13).
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Secondly, assessments indicate that the effecegenfedelivery of the MEGS is relatively
poor, noting for example that: “from 1979 to 1983 non-poor participation rate rose
from 39 per cent to 55 per cent while the proportibthe poor not participating rose from
81 per cent to 86 per cent” (Samson et al.,, 200613). The level of administrative
efficiency and high level of costs (at times, upl&D per cent of paid benefits, perhaps
reflecting corruption and financial leakages) his® deen criticized. (ibid.; Barrientos et
al., 2008a, p. 49).

Finally, it is noted that the programme largelyiddito overcome unnecessary barriers to
participation by the most socially excluded andoagged stigma (Dev, 1995, p. 118);
Deolalikar et al., 1993, pp. 22-23).

B.5.2. Chile (Solidario)

Impact

The stated purpose of this programme, which waednted by the Government in 2002,
is to eradicate extreme poverty in Chile. Whent filéroduced, the programme covered
approximately 165,000 households, and now covefs0BP households (IPC, 2007),
representing the estimated number of indigent Hmlde in the country. The overall cost
is equivalent to approximately 0.02 per cent of GBRrrientos et al., 2008a, p. 32). It
provides an integrated programme of support to éloelsls in extreme poverty in Chile.
The cash transfers to eligible households are deditp enable them to meet the fixed and
variable costs of water and sewage (up to a cgitogether with a “schooling subsidy” for
each child actually attending primary and (part ofjddle-school education. The
maximum initial level of transfers is equivalentabout US$20; the amount reduces over
the first two years and is payable for a maximurb géars. (lbid.).

A feature of the programme is that the supportaeskeholds in extreme poverty by way of
cash transfers is complemented by a period of ‘fpesacial support” provided by a local
social worker. Over the first six months, participg households are assigned a social
worker with whom they work to identify and addrelssir deficits in several dimensions:
registration, health, employment, income, educatiomd household dynamics (Barrientos
et al.,, 2008a). Minimum levels are set as targetsefich of the different dimensions
(common to all households in the programme), witle expectation that, through
achieving these minimum levels, households shoultcmme extreme poverty. Thus the
objective of the scheme is seen as going beyonthglegheme approach towards a
“system” based on “bundled” provisions tailorednteet the specific needs of households
that are hard to reach. (Galasso, 2006, p. 3).

The effectiveness of benefit delivery and targetiag been favourably assessed as high
(ibid., p. 14).

The fact that social workers work directly with Isetolds participating irbolidario
means that there is a high level of general awagengésocial services in the community,
which has been assessed as being in the order20 pér cent relative to non-participants
(ibid., p. 20.), and is regarded as usefully féatiing “empowerment”. Public satisfaction
with the programme is favourably assessed.

Owing, however, to the small size of this CCT,ashmade a very modest contribution to
decreasing inequality. Soares et al. state thatde®d, among all inequality-reducing
factors in Chile, cash transfers were the leasoimapt” (Soares et., 2007a, p. 17), and
statutory social security incomes are assesseckiag Imany times more effective than
CCTs in this regard. However, the same commentdiserves that: “if the CCT share of
total income in Chile was larger, we would expeattrapact as high as that observed for
Brazil and Mexico” (ibid.).
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Individuals enrolled in the programme exhibit aystrong take-up of the labour market
programmes it includes. There have been signifigaereases in participation in public
employment/labour reinsertion and training prograsnt-or example, “participation rates
increased by around 30 percentage points in urteasaand about 14 percentage points in
rural areas for self-employment programmes” (Gala8606, p. 15). However, to insert an
important cautionary caveat, while there is a gneatillingness to participate in labour
market programmes, which might increase the emptoynprospects for participating
households in the medium term, “the results dotrasislate into current gains in their
labour supply. There is no sign of improvementstled share of members who are
employed, nor on the share of members who havelestamployment” (ibid.).
Nevertheless, rather than quell the willingnesswvtok, the programme seems to have
encouraged individuals to seek to improve theieptial employability.

Evaluations of the programme’s educational effettggest a significant and consistent
increase in the likelihood of having children age#l years old enrolled in pre-school. In
both rural and urban areas the effects for predchorolment are in the range of 4-6
percentage points. School enrolment of childrerda@d5 years has improved between
7-9 per cent, relative to non-participation in fegramme (ibid., p. 18). As part of the
bundle of schemes included in the programme, theiea statistically significant take-up
of literacy and education programmes. The impacthef programme on health is less
significant than education. It seems to have prechdhe enrolment of beneficiaries into
the public health system by 2-3 per cent in urb@asand 3 per cent in rural areas. Health
visits for preventive care were also up by 4-6 petage points for children below 6 years
old and 6-7 percentage points for women (ibid.19). The programme has impacted
positively on the psychology of those covered. @edehouseholds seem to have an
improved outlook and are more optimistic aboutrthgure socio-economic status.

B.5.3. Bangladesh (Targeting the ultra poor)

Impact

This section reviews the multi-dimensional socialsistance programme known as
Challenging the Frontiers of Poverty Reduction +deting the Ultra Poo(CFPR/TUP),
which has been implemented in Bangladesh since 2§0the large non-governmental
organization, BRAC, in partnership with the Goveeminof Bangladesh, and funded by
Bangladesh’s Donor Consortium.

CFPR/TUP was designed to reach the very pooregil@aéo rural Bangladesh, a group
which assessments showed not to have benefitedastibfly from earlier interventions,
despite their overall value in combating povertythe country. The programme design is
described as being based on “laddered stratediadia’, combining cash transfers (grants
rather than loans) with skills training health paiimon, and a range of wider social and
advisory components. An example of the latter gmlledvice on issues such as marriage
and domestic violence; this is particularly relevas a large proportion of the “ultra poor”
are women. The TUP is also designed in such a \sayp dacilitate the “graduation” of
participants to a stage at which they may be abjeit a microcredit programme, which is
a further component of BRAC's portfolio. By 2006getcost of CFPR/TUP per household
was approximately US$300 and around 70,000 houdshatre covered.

Targeting of the programme is assessed as havieg wery effective, with the baseline
finding that 98 per cent of participants selectad food consumption below the poverty
line (Barrientos et al., 2008a, p. 18).

The welfare benefits of CFPR/TUP have been obseieghrticular, in terms of reduced
“food deficit” and malnutrition amongst participanBarrientos et al. (2008a, p. 18) and
DFID (2005, p. 19) report that project assessmimtsd CFPR/TUP participants to have
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B.6.

fared better than comparison groups, in terms g@raved quantity and nutritional quality
of food, to the extent that “households withoutwgioto eat had been reduced from 97 per
cent to 27 per cent within two years”, and a reidmcin severe malnourishment among
children under five by 27 percentage points fottipgrants as against 3 percentage points
for the comparison group. The income generatinge@spf the programme was also
assessed as having been successful, with casHetsara levels around US$100 per
household in 2002 enabling the accumulation oftagaskies of up to US$300 by 2005
(Barrientos et al. 2008a, p. 18).

The CFPR/TUP programme has been linked with impd@axess to credit. In comparing
a sample of beneficiary households against a sawileon-selected households, the
findings suggest that “beneficiary households shibgignificant improvements over time

in the incidence and size of loans they held, i egplained by their access to the micro-
credit component of the Programme” (ibid.).

Other studies, such as Hossain and Matin (2004, gfhave empirically observed less
tangible but nevertheless beneficial outcomes ef TWP programme in terms of local
democracy, an increase in “social pride” and aesefisocal autonomy, and “inclusion” in

a number of aspects. There is evidence, for exantplt ultra poor women who

previously had no prospect of access to local gowent resources (warm clothes in the
cold weather, relief goods) are now better placeskture such statutory rights (ibid.).

BRAC’s own evaluation (Rabbani et al.,, 2006) foutitht, on average, by 2005
participants’ incomes had grown beyond those whoewnot quite poor enough” to be
selected for the programme in 2002, although theyewstill poor, but regarded this
finding as unsurprising over a relatively shortipeérof time. The participants made
progress in several key areas related to vulnérafmotably livelihood assets, savings and
health), and appeared more confident in their tgbido withstand serious shocks or
livelihood “crises”, such as the serious illnessaofincome earner. An illustration of the
ongoing challenges facing poor rural householdkasevidence that, now possessing new
assets such as livestock, they have become vuleei@ta number of new risks (such as
livestock death or illness).

Income security — self-employed

B.6.1. Three Latin American countries

In Argentina, Chile and Uruguay (ACU), approximgt€l 24 per cent of the employed
labour force can be classified as independent wsrkeost of whom work in the informal
economy. An analysis by gender of independent werkethese countries shows that the
percentage of women in own-account employmentvigidhan for salaried employment.
Amongst employers, the percentage is even lower,gifeat majority being men. For
example, in Argentina women account for 44 per acérdalaried employment, but only
33 per cent of self-employment and 26 per centgileyers. Likewise, in Chile the share
of females in total employment, which by region@nslards is very low, is about 36 per
cent, while for self-employment the proportion iyo27 per cent. While men predominate
in self-employment, the numbers of women are muelatgr in employment in domestic
service, This reflects a strong element of occopalisegregation.

¥ The share of self-employment in those countrie§lisguay 27.8 per cent (for 2005), Argentina
25.3 per cent (for 2005) and Chile 23.1 per cemtZD03).
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Table B.5.

Table B.5 below presents social security coveraga 8y employment classification for
the three countries. In Argentina and Uruguay, Whitave mandatory affiliation and
contribution schemes, coverage of independent wsiikeslightly over 35 per cent; while
in Chile, where contributions are voluntary, ityntaches 27 per cent.

Coverage of social security contributions: independent workers — Argentina, Chile and
Uruguay percentages

Argentina (2005) Chile (2004) Uruguay (2006)
Salaried 57.2 85.2 773
Salaried with a contract 96.8
Salaried without a contract 243
Independent workers 374 27.0 35.7
- Employers 714 64.3 85.3
- Own account 31.6 20.6 25.6
Own account without installations 6.4
Own account with installations 33.2
Total 54.2 70.3 65.5

Sources: MTEyYSS-ILO (2007); Bertranou and Vasquez (2006); Lanzilotta (2007).

The ACU countries have launched initiatives to wdithe level of exclusion of
independent workers from social security coverddpe rationale for doing so is based on
a range of considerations, including the following:

independent workers represent an important stiare@mployed labour force;

employment in these categories, which has longiesd outside the scope of social
security coverage, is observed to increase duringjscperiods and economic
downturns that are in fact the times when socialgmtion is most needed;

social protection systems as traditionally strreduand administered have generally
overlooked rights and obligations in relation torkers;

providing social security coverage to independemirkers should facilitate the
progressive transition to formalization;

such legal provisions as to grant social secugtyerage to independent workers tend
to be scattered throughout the social and labogisl&ion, and should now be
rationalized?°

@) Argentina

Currently, there are three different schemes, twv@ anational level and one for the
provinces.

(i)

General national scheme for independent workerai{thomos”)

A structural reform of the retirement and pensigstem was undertaken in 1994 to
establish a national mixed scheme called the Iatedr Retirement and Pension
System $istema Integrado de Jubilaciones y Pension8$JP). Later, in 2008, the
private component of the scheme was taken intoigabhtrol, integrating the mixed

% For example, this is shown in the case of Argeniinone of the reference studies for this article:
MTEySS-OIT (2007).
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(b)

(c)

scheme in a single defined-benefit publicly managedgramme calledSistema
Integrado Previsional Argentin¢SIPA). This system covers workers aged 18 years
or above who work in an employment relationshipthie private and the public
sectors or who carry out independent for-profihétags.

(i) Simplified scheme for small contributors (Mdilouto)

Independent workers who fit the definition of “siabntributors” may choose to
register in the “simplified scheme” for small cabtitors known asvVionotributo
(“single tax”). This is a national system that gnates a simplified scheme for both
income and value-added taxes with the pensionmyste

(iif) Provincial social security funds covering weisity graduates

There are a number of provincial social securitydidesigned to cover professional
workers who are exempt from making contributionshi® national system. There are
about 76 such funds for professionals with apprexaty 500,000 university
graduates affiliated.

The current structure results in a wide varietycofferage and benefits for different
categories of workers, including salaried employéegparticular, access to benefits such
as family allowances has not been contemplatedate tbr independent workers. The
general scheme does not provide health coveragmdependent workers, although it is
contemplated in the simplified scheme. Similar ésswnaturally reflecting their respective
national situations, are observed in both Chileldngyuay.

Chile

Until the 2008 pension reform, independent workeese not mandatorily required to join
the pension system in Chile although affiliationswaossible on the basis of voluntary
contributions. Under the reform, however, thoseepehdent workers who file income tax
returns are being gradually enrolled into mandatmgmbership, in a process that is
expected to take seven years starting in 2009.

The reform is aimed at providing a comparable detights and obligations for both
salaried and independent workers in the formal esgnand, at the same time, increasing
social security coverage levels to achieve bettatieption for old age. Under the reform, it
is proposed that independent workers determineribotibns to the pension system
annually through their income tax statement orrretlihe income on which contributions
for these workers is calculated is established hen lasis of income declared for tax
purposes in the previous calendar y&andependent workers lacking declarable income
are exempt from mandatory contributions, but maytr@oute on a voluntarily basis.

Uruguay

There are three systems open to independent woekgeneral scheme for so-called “one-
person economic units”, tiMonotributoScheme and the pension funds for professionals.

(i) General scheme for “one-person economic units”

The retirement and pension system, managed bydbialSSecurity InstituteBanco
de Prevision Sociat BPS), was reformed in 1996, thus instituting aedj three-tier

% Income from practising in liberal professions ay @ther for-profit profession or occupation that
does not represent a salary, bonuses, wages, awadlo¥gances, gratuities and participations. This
includes agricultural workers, and taxi drivers ware not owners of the vehicle.

124

TMESSC-2009



system. The first tier operates on a defined beBAYG) basis and is called the
“intergenerational solidarity pillar’. It is manafjeby the BPS. The second tier
comprises a mandatory defined contribution schenganized through individual

savings accounts (capitalization system) that aemaged by private firms. The
legislation also contemplates a third tier, simitarthe second one, channelling
voluntary savings for workers with incomes ovepadified level.

(i) Monotributo scheme

This system was established in 2001, and centres @pecial system, called
“Monotributd, of tax treatment for very small businesses, i according to the

number of workers, the size of the installationsd dntal sales. While this is

fundamentally a special-purpose tax scheme, réflaer a social protection system, it
does give access to the relevant independent wotkeall social security benefits
(except for unemployment insurance).

(iif) Pension funds for university graduates

Two such funds have been established, one of wirim¥ides for university graduates
who work on an independent basis in their variowggssions. It is organized as a
defined benefit scheme based on “presumptive” ircaonmtributions falling into 10
bands, and primarily provides coverage for old ageyivorship and disability. The
second fund specifically covers notaries, and plewi benefits for retirement
pensions, sickness pay and funeral expenses.

It is expected, broadly, that self-employment wilkrease rather than decrease in future
years, as a result of both patterns of economieldpwments and technological changes in
areas such as communications, and growing prefesefar non-traditional modes of
working, with less emphasis on fixed work placeshwpre-established working hours.
Social protection policies and the associated sseieurity models must reflect and adapt
to this changing environment in order to increasguision and the level of protection.
Social protection systems in Latin America aretreddy well-placed to respond to these
needs, but need to adjust the legal frameworksraddsign their financing schemes in
order to progressively incorporate independent exxrland to minimize the consequences
of possible distortions associated with participatand employment.

Each of the three countries discussed in this @edtias taken steps along this road,
although there remains some way to go in makingaids to extending social security
coverage widely to informal workers. One useful elodeveloped in these countries is
that of the simplified schemes designed for snmeles contributors, including independent
workers.
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Supplement C. Options for a new policy guiding mech anism

As discussed in Chapter 1 of part A of this repant] elaborated in Chapter 2, the general
international human rights instruments and thepesusory mechanisms have remained
mostly silent as to the definition of the rightdocial security and its specific content. It is

the ILO, as the specialized United Nations agerd@rged with the mandate of extending

social security to all in need, which has been meslponsible for establishing the

parameters and substantive provisions of the righsocial security and for assisting

member States in the implementation of this righthe pursuit of this mandate, it may be

recalled that the ILC launched the Global CampaigrSocial Security and Coverage for

All in June 2003, the core content of which shduddthe promotion of a minimum set of

basic social security guarantees.

The most important means of action of the ILO tog fichievement of its constitutional
mandate and objectives, as laid down in the ILO dfibrtion and the Declaration of
Philadelphia, are the international labour stansfasshd other guiding instruments which
provide a legal basis for the ILO’s policies anti@ats. Each of these instruments has been
discussed and approved by the International LaBoumference or, at least, the Governing
Body and found the support of the clear majoritytted respective bodies. The standard-
setting activity of the ILO can thus be underst@sdthe world community’s conviction
that social justice has to be dealt with colledfivand that it should not be left to
accidental bilateral agreements between States. iffteenational labour Conventions
themselves serve as guidelines or benchmarks éoadoption of national social policies
for member States which have not yet ratified th&fost importantly, once a member
State has ratified a Convention, it undertakes tkemit binding under national law.
Standard setting is therefore a potentially powenfistrument in global social policy.
Together with its constitutional mandate, standdods the basis of the ILO’s advice to
its constituents and are the ultimate source afuthority.

In the field of social security, the ILO has adaptebody of social security instruments,
the conceptual spine of which is the Social Seguinimum Standards) Convention,
1952 (No. 102). This Convention was a follow-upi@ttto the basic Income Security
Recommendation, 1944 (No. 67) and the Medical Baeommendation, 1944 (No. 69),
both adopted at the same time as the Declarati®hitdidelphia. Recommendation No. 67
provides for social security cash benefits for eighthe classical contingenciethrough
social insurance. Additionally, it lays down foro#e who are not covered by social
insurance systems, the provision of basic socsik&sce benefits through residual State
responsibility. Thus, by providing for complementasocial insurance and social
assistance mechanisms, Recommendation No. 67 hwgeith Recommendation No. 69,
establish a network of comprehensive social secymibtection for all those in need.
However, while codifying the universality principdd social security coverage, this pair of
Recommendations does not provide any clear indicatis to the prioritization of a
minimum set of basic social security guaranteesefisnfor countries with limited
resources and capacities.

The ultimate goal of Convention No. 102, which wigveloped from Recommendations
Nos. 67 and 69, is also the achievement of uniVexsaal security coverage. However,

! International labour standards can take the fofneither Conventions or Recommendations
(Article 19 of the Constitution of the ILO).

2 The contingencies covered by Recommendation Noar@7 Sickness benefit, unemployment
benefit, old-age benefit, employment injury bendéimily benefit, maternity benefit, invalidity
benefit and survivors’ benefit.
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while the Convention provides sound guidance onnir@mum level of social security
benefits, largely from a social insurance pointvidw, the universality principle of
Recommendations Nos. 67 and 69 was never transhaeaé legally binding obligation,
neither in Convention No. 102 nor in any other absecurity Convention. In particular,
the social assistance aspect of Recommendation 6Mp.complementing the social
insurance component and providing for basic sasaistance benefits for the population
not otherwise covered, was never further develapeide form of a more concrete guiding
and binding mechanism. Thus, neither Convention Ni2 nor any other of the social
security Conventions prescribe on a mandatory blaasic social security benefits for
those who are not covered by social insurance mgstéor example, casual workers or
workers in the informal economy and their familigsaddition, none of these Conventions
provides for the prioritization of social securlignefits in the form of a minimum set of
basic social security guarantees.

While the ILO’s campaign to extend social secutityall in need has a clear constitutional
basis, the question arises as to whether it doe® l@m appropriate instrument or
mechanism to back its concrete policy advice onimimum set of basic social security
guarantees. From an analysis of existing socialrggcinstruments, it is apparent that
Convention No. 102 forms a solid foundation forippladvice with respect to a higher
level of social security benefits, provided largdty formal sector workers and their
families. The Convention embodies an internatignaticepted definition of the material
scope of social security and, as such, it has teEmgnized as a symbol of social progress.
It plays a key role in defining the right to sockacurity under international human rights
instruments and in particular under Article 9 of timternational Covenant on Economic,
Social and Cultural Rights.

The practical impact of Convention No. 102 at thaional level is also of highest
significance. Together with the other social sdgu@ionventions, through ratification, it
plays a fundamental role in helping countries thalg workers’ social security rights and
serves as a safeguard against the erosion of thal $mamework in times of economic
turmoil. Even when not ratified, these instrumeatge still of great importance for
countries in the elaboration of their national abgiolicies. It should also be stressed that
existing social security Conventions, and Conventim. 102 in particular, have had and
continue to have a positive impact on the develayroé social security schemes in most
countries all over the world and serve as modealgdgional instruments. Strengthened
promotional activities in recent years have condidnthe interest of ILO member States in
the ratification of the “flagship” Convention NoO2 together with more recent social
security Conventions. In this respect, it is evident that an increasedwkedge and
awareness among constituents of the Conventionsfatieir specific provisions leads to
an increase in the number of ratifications. Anotihgportant feature is that they constitute
effective tools for the worldwide extension of sdcsecurity to all by setting long-term
objectives in respect of the levels of protectionbe reached in every country. In this
regard, the requirements of Convention No. 102hasfundamental instrument, must be
considered as a useful objective for the realipatiibthe right to the level of social security
envisaged once a basic set of social security gtega has been implemented.

Despite the pivotal importance of Convention No2 1&hd the ongoing need for its
promotion, it appears that the existing social secConventions are not in fact sufficient
in themselves to underpin the achievement of usalercoverage through the
implementation of a minimum set of basic socialusiég guarantees. To date, they have
not proved fully effective in guiding countries tamds a framework for prioritization and

% For example, Bulgaria which ratified Convention.N@®2 in 2008; Brazil which has done so in
2009; China and Mongolia which have requested IkSistance regarding its possible ratification.
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ensuring the provision of a basic set of minimuroiaosecurity guarantees to all those in
need. In this respect, the relatively low levebkotial security coverage worldwide on the
one hand, and the low rate of ratification of sbekecurity Conventions by developing
countries on the other hand suggest the need fadditional tool to ensure every person’s
right to social security.

Against this background, the international commuritis yet to adopt an orientation,
broad enough to ensure that the ILO makes full afstne main and most authoritative
means of action it has at its disposal, namelyseténg of international labour standards
and related policy mechanisms. Only then will it ipea position to provide optimal
guidance to its constituents for the establishnoéiat minimum set of basic social security
guarantees and for the subsequent extension towawts comprehensive social security
protection, including a higher level of income sitguand improved medical care benefits
as national economies continue to develop. As #teneion of social security requires
long-term planning and commitment on the part efstakeholders in each country, it is of
the utmost importance to codify a long-term visianthis regard in the form of a new
mechanism, providing guidance relating to prioatian and progressiveness and to
complement the existing social security standa@ady through a lasting commitment can
the long-term sustainability of social securityengion efforts and measures be ensured.
Such a new mechanism would also enhance the digdiénd authority of the ILO’s
policy and advice to its constituents, a purposikwhbould not be achieved through means
which may be of a short-term character only. Moegpin a time, such as the present, of
global crisis, all ILO constituents recognize theed for a global regulatory framework for
ensuring that “the rules of the game” are obserirethis light, a new mechanism, which
would accompany the set of existing ILO social si¢gstandards, would serve towards
the completion of the global social security frarmekvand would provide the world
community with the full range of tools for givinglsstance to the right to social security.

The primary objectives of the new mechanism toursyed should thus be twofold:

— firstly, to realize the extension of social séyuto all, namely to those who are not
yet covered by any existing social insurance systédmough theprovision of the
minimum set of basic social security guaranteesd as a means to achieve this, aim
directly at poverty alleviation. As such, it woubdnstitute a tool for securing the
basic needs of individuals. Rather than being w@eted around the classic
contingencies of Convention No. 102, it should lzsdn on people’s needs and
designed in such a way that it can help people®srgance from poverty;

— secondly, it should help countries to advancéhefstaircase” of social securityby
establishing progressive steps towards higher dewélsocial security protection,
specifically adequate income security and accebgatih services to all people in the
global society, in a manner properly reflectingaorsl standards of living, values and
affordability, as laid down in Convention No. 10Bdathe other social security
standards.

This implies that the levels of protection alreagdyeed upon in the existing social security
Conventions have to be maintained and to be stiengt so as to assist the global labour
force, the global population and national econortdeadapt to the pace of change set by
globalization. The global society with its globaarkets requires global standards of social
security more urgently than ever before. It is kellf that globalization will be universally
accepted and its full welfare-enhancing potentidlyfexploited if people are kept in
constant fear of the consequences of change. Adwite level playing field for social
conditions needs to be established through starskttohg so as to prevent the levelling
down of social security systems at the nationatlle& new mechanism could be part of
such an international legal framework, and it cduldhermore serve as a tool to ensure a
fair distribution of the proceeds of globalizatiamd prevent a race to the bottom by
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guaranteeing that certain standards are met. Arsics it could be a major contribution

to the reinforcement of social security systemaasmatic social stabilizers and to their
protection from erosion, which is of utmost importa in times of economic crisis. This

objective would require that higher levels of pobien than those defined by a minimum

set of basic social security guarantees shouldrpgeimented as countries reach higher
levels of economic and social development. As stidh new mechanism must not

diminish the continued relevance of the existingn¢amtions in particular No. 102, and the
existing framework of social security principlesit bather serve as a first step to a wider
ratification and application of higher-level sociglcurity standards.

A key requirement is that the new mechanism shbaldtructured in a way that allows for
flexibility in its application, thereby allowing catries to achieve higher-level social
protection targets progressively. With regard, haeveto theminimumset of basic social
security guarantees, while providing for flexikjlin the ways and measures needed for its
implemented, steps should be taken immediately eégirbthe process of reach the
objective. In this respect, while alternative meahassessing the levels of benefits and
scheme implementation may be considered, the neshanésm should focus on its
desired outcomes, the most important of which shawdnsist in ensuring effective
coverage and an appropriate level of protection.

The new mechanism should also follow the rightedaspproach and use human rights
instruments as an ethical basis and for legalitegity while providing substance to the
right to social security for all, as laid down imetILO constitutional documents and the
UN human rights instruments. In this way it woulklfhnmember States in fulfilling their
international obligations in relation to the right social security under a wider range of
instruments.

The rights based approach requires core sociatigepunciples to be encompassed in the
new mechanism. These core principles stem from itlernational human rights
framework and ILO social security instruments. Thahould consist of those already
presented in Chapter 2 of Part A, which include,simmary, universality, equity,
adequacy and appropriateness, progressiveness amaprahensiveness, general
responsibility of the States for good governanadidarity, collective financing and
redistribution, equality, rule of law and particijpe of protected people.

To ensure that the objectives and the desired mgsmf the new mechanism are reached,
the ILO must play an active role in guiding andigt8yy its constituents in the process of
implementation. In return, it is envisaged that ihiernational community will wish to
play an equally active role in providing the neeegsresources for its successful
application.

In view of the role of the minimum set of basic isbsecurity guarantees in the effort to
combat poverty and exclusion, the adoption of a neghanism should be regarded as a
major contribution of the ILO to the achievementtu MDGs.

For the way forward, there is a range of theoretigaions for possible responses to the
observed gaps in the present set of existing ssewlrity standards. These would range
from a “do nothing” option, i.e., hoping that théologlizing world will — without a
normative procedure — endorse and progress towdedsnt work with decent social
security practices, through the introduction of evnmechanism to effectively achieve
gradual implementation of the existing standard® §tep by step what is necessary”), to
the complete revision of all social security staddaor the consolidation of all important
provisions into a new comprehensive standard (“tloali”). In order to explore
constituents’ views in this regard, the ILO arrashgeseries of informal consultations in
2007 and 2008.
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The “do nothing” option was not endorsed by couostits, and historical experience shows
clearly that it is inappropriate. Market forceset dlone those ruling global markets — are
not likely to be conducive to good social practioedo the prioritizing of rapid poverty
alleviation without external normative guidelineslegal frameworks. Actors in global
markets and societies alike need a set of “ruleth@®fgame” to create a “level playing
field” that ensures fair competition and protectivate and public investments against
what is, in effect, a form of unfair social and goamental “dumping” from other
countries. Without social rules for private entesps, any tendency to pursue short-term
profit objectives alone would be counterproductisgeembarking on a long-term stable
growth path through long-term investments. In sumynalo nothing” is not therefore an
viable option in a changing global economy whedividuals need protection.

At the opposite extreme, “do it all’, namely thensolidation of all social security
instruments in one single overarching instrumeannot be seen as a realistic option. The
network of social security legislation which haseleped worldwide over the last century
has become highly complex, reflecting the inhemmhplexity of the subject matter, i.e.,
the large number of contingencies and the wide ewariof different individual
circumstances that have to be catered for. It 18l @& envisage that all social security
contingencies, ranging from the provision of amigprty benefits to complex rules
governing invalidity pensions, can be codified ineosingle standard that, moreover,
should be dynamic in character and respond to &wellof economic and social
development of a wide range of countries. An owdnag international standard
encompassing all areas of social security could timly be of a very general nature and
may in fact have no more defining influence on ecete national benefit levels than that
exercised by Convention No. 102, which has imfjiair explicitly (as in the case of the
European Code of Social Security) provided benchsnfor benefit levels and entitlement
conditions in many pieces of national legislatiorr@gional standards. Moreover, if, as a
result, Convention No. 102 became formally or dffety obsolete, its functions in
relation to the attainment of national benefit levend conditions (that are under presently
under review in many countries, often as a resptmggcreasing competitive pressures on
global markets) would inevitably be weakened, addesse trends in legislation may
accelerate in a dangerous way. It is for this ssmbaated reasons that any dismantling of
the provisions of Convention No. 102 and prospectihange its status is resolutely
opposed by the global union movement and many lseeaurity experts. A weakening of
the political and policy achievements symbolizeddmnvention No. 102, particularly at a
time when social security levels in many counti@es being revised downwards, could
only undermine any modernization process. Accolging “do it all” approach is not
likely to be a feasible option in the coming years.

Indeed, the revision of Convention No. 102 was rejhp rejected by most of the
constituents during the informal consultations|eaist on the basis that the provision of
universal social security benefits would then fallthe rather broad outline offered by
Recommendations Nos. 67 and 69, even while allofangew social security concepts to
be incorporated, for example, the promotion of biglevels of economic activity and the
avoidance of benefit dependency as well as closmme known gaps in Convention
No. 102. Furthermore, the language of a revisedv@ution could reflect today’s needs
and social realities and remedy other shortcomafgSonvention No. 102. This option,
however, carries the same dangers as the consofidgition, namely the reduction of the
explicit benefit levels of Convention No. 102, d&®re is no guarantee that a revised
Convention will maintain equal levels of protecti@i the same time, it could weaken the
defence of adequate minimum benefit levels at & timmen national benefit levels are
under review in many countries. As indicated beftine opening of Convention No. 102
would also have indirect negative effects in sodarsuch a process would weaken the
legal and political standing of other internationalregional legal instruments for which
Convention No. 102 provides a basic references lalso undesirable that a substitute
instrument runs the risk of proving unattractiveaagehicle for ratification, a danger which
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is exemplified by the case of the European Cod8aafial Security, itself revised in 1994
in order to respond to new challenges expressexliirent social security policies, but
which has not subsequently been ratified by any begrtate of the Council of Europe,
with the result that 15 years after its adoptiohas$ not yet come into force to update the
1964 Code.

While it is clear, following the consultations withe constituents, that neither the “do
nothing” or “do it all” options are suitable, ndiauld the existing benefit standards set by
Convention No. 102 be weakened, wide acknowledgemes accorded to the need to
promote a minimum set of basic social security gotaes for all through the ILO Global
Campaign, using the different policy instrumentshat disposal of the ILO to achieve this
objective.

In this light, a series of graduated options haaerbdeveloped, seeking to explore how the
means available to the ILO can be used to purseamndndate to extend social security
coverage to all by reinforcing promotional actesifor ratification and application of
existing standards or, what is equally feasible pedhaps most efficient, subject to
approval by the by the constituents, by complemegnthe existing standards by a new
mechanism. The choice of means seeks to adhehne fwinciples of:

m  poverty alleviation as a social policy priority;

m  ensuring progressively higher levels of protectiorline with national, social and
economic development;

m  the creation of a level playing field in the glbbaonomy; and
m  political feasibility.

Option 1: Designing a promotional strategy for wider ratiftcan and gradual application
of existing standards with the objective of extegdiocial security to all.

There is a discordance between the fact that CoioveiNo. 102 and the subsequently
adopted social security Conventions are recograzegp-to-date legal instruments and the
reluctance of many member States to ratify thems Thay be due to a deficiency in
knowledge about these instruments. Some membezsStady not fully understand their
content and importance or may overestimate thegatlins resulting from ratification;
others may encounter difficulties in delivering thtatistical information and reports on
applications required on a regular basis. In thesspective, it may be suggested that
increased promotional activities carried out by th® could lead to an increase in
ratifications. The promotional measures taken is tbspect should be addressed not only
to the ILO constituents’ representatives, but &sa much broader audience. This would
contribute to the creation of a level playing fiatld the global economy through the
strengthening of existing social security Convemdioand in particular Convention
No. 102. It would not, however, effectively estahlia “level playing field” regarding a
minimum set of basic social security guaranteesvemuld not provide guidance regarding
the prioritization of social security benefits. Whpromotional activities may be costly for
the ILO, it must be borne in mind that standaragsthe main means available to the ILO
for the realization of its mandate and, therefdhet their promotion should receive
adequate financing. In that sense, Option 1, lilethree following options, emphasizes
the principle of poverty alleviation as a sociallipp priority. Increased promotional
activities could further attract additional finangj not only for the promotional campaign
but also for the extension of social security ftbr lMoreover, the fact that the impact of
promotional activities is closely linked to the itichl priorities of member States should
not be seen as an obstacle to their undertakingalasced policy decisions at the national
level require a full range of information. For sugtrposes, a new promotional strategy
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should be developed within the framework of the KaloCampaign that could include
activities such as:

m the promotion of the universal human right to absecurity, the mandate to promote
universal coverage along the lines defined in tleel&ation of Philadelphia and in
Recommendations Nos. 67 and 69 as a basis for anonm set of basic social
security guarantees, and national social secueitjgth processes;

m  the provision of technical assistance to membateStto enable them to ratify the up-
to-date social security Conventions and to prepaperts on the application thereof,
and if necessary to provide assistance regardingdhection of relevant statistics;

m the training of constituents on social securityn@mtions and on the implications
and obligations linked to their ratification;

m the drafting of the relevant information materi@d.g. legal commentary on
Convention No. 102, guide on best practices, etc.);

m the dissemination of information on social segustandards through the media.

Option 2: Development of a new stand-alone social secuniggriiment (Convention or
Recommendation) providing for a universal rightaominimum set of social security
guarantees for all in need (social assistance Cohaga or Recommendation).

Developing a new instrument to complement existiogial security instruments and
providing for a minimum set of basic social segugtiarantees would have the advantage
of enabling countries, which are not yet able tifya&Convention No. 102, to implement
the new instrument, thereby subscribing to the m@®gjve extension of social security
coverage as an explicit political objective. A sgpa instrument providing for basic
benefits may be more appealing to constituents thgmomotional ratification strategy
alone. They would be directly involved in the foldation of the instrument and could
provide input according to their needs, prioritee®l capacities for setting the benchmarks
and the progressiveness of reaching higher levelpratection. The adoption of the
instrument at the ILC would also confer a high @egof credibility to it. Regarding the
choice of instrument, a Convention would have thgniScant advantage of creating
binding obligations for member States and its aapibn would be subject to regular
supervision; thus, it would be the most effectiveams of guaranteeing the extension of
social security coverage to all. A binding legatmmment seems to be especially suited to
ensure a level playing field in the global econaahyll levels. It would also respond to the
twofold objective of, firstly guaranteeing the mmmim set of basic social security
guarantees and secondly advancing up the stait@gdmgher levels of protection, is met. A
Recommendation, in comparison, would have no bgdiorce and fewer political
implications and therefore, it may find wider adeewe. Whichever form the instrument
may take, it should complement Convention No. 182 guide member States towards its
gradual application, so as to serve as a tool Her grogressive application and future
ratification of Convention No. 102. In this regatde Minimum Age Convention, 1973
(No. 138), in conjunction with the Worst Forms ohild Labour Convention, 1999
(No. 182), may serve as a valuable example.

Option 3: Development of a new instrument linked to Coneantio. 102 (Protocol) and
providing for a universal right to a minimum setsaofcial security guarantees to all.

This option consists in adopting a Protocol to Gortion No. 102. Such a Protocol could
provide for a minimum set of basic social secugtyarantees to be implemented as a
matter of priority so as to extend social secutityall as well as strengthening the
progressive element of Convention No. 102. It calkb be used to rectify some of the
political irritations stemming from the Conventisnise of the 1950s’ language that some
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constituents perceive to be outdated or even “Sexihis option, however, bears the
disadvantage that a Protocol to the Conventiondcounly be ratified by member States
which have already ratified or which also ratify f@ention No. 102. In this respect, a
Protocol may offer little, or no, added value as thajority of the countries which have
ratified Convention No. 102 already have basicaassistance in place.

Option 4: Development of an overarching non-binding mechanigmultilateral
framework) setting out core social security prileg and defining the elements of a
minimum set of basic social security guarantees.

This option may be implemented by the elaboratidnaonon-binding multilateral
framework, modelled on the framework developed glation to the subject of labour
migration, and similar in content to Options 2 ahdthus setting out the core social
security principles, the minimum set of basic sbsicurity guarantees for all and the
progressive development towards higher levels atggtion. Such a mechanism would not
require a formal decision by the International LabGonference but could be approved by
the Governing Body. As in the case of Options 2 &nithis mechanism would still provide
the ILO Global Campaign with a more explicit maredétan the one formulated in the
Conclusions of the 2001 International Labour Cagriee, but it must be expected to carry
less weight in national policy design processestarithve less potential to create a “level
playing field” for countries competing in the glékeconomy. Moreover, it may prove to
carry less impact in ensuring progressively higaeels of protection by comparison with
the other options.

While the constituents unanimously acknowledgednided to promote the minimum set
of basic social security guarantees and to reieftine existing social security instruments
through intensified promotional activities, the rntiécation of the best option or
combination thereof for the realization of thesmtj@bjectives will require a careful and
thorough assessment and in-depth discussions dtiplagtite technical expert meeting..
The ILO has always been, since its creation in 181%he vanguard in defining the right
to social security through the elaboration and &dopof international social security
standards. The present time is opportune for thgadzation to reassert its position of
leadership through the adoption of a new instrumemhechanism which would guarantee
the implementation of the minimum set of basic alosecurity benefits. In this way, the
ILO would be a major contributor to the achievemehfthe Millennium Development
Goals and would, through the role of the new imarot or mechanism as a poverty-
alleviation tool, strengthen the hand of governmentlow-income countries to negotiate
appropriate support from donors.
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