ISSUES IN SOCIAL PROTECTION

Discussion paper 16

Social security for all:
Investing in global social and economic development

A consultation

August 2006

Global Campaign on Social Security and Coverage for All

Social Security Department
International Labour Organization



Copyright © International Labour Organization 2006
First published 2006

Publications of the International Labour Office @njcopyright under Protocol 2 of the Universal Caglyt Convention.
Nevertheless, short excerpts from them may be dejed without authorization, on condition that soeirce is indicated. For
rights of reproduction or translation, applicatishould be made to the ILO Publications (Rights amdmissions),
International Labour Office, CH-1211 Geneva 22, 2aiitand, or by emaipubdroit@ilo.org The International Labour Office
welcomes such applications.

Libraries, institutions and other users registérethe United Kingdom with the Copyright Licensingéncy, 90 Tottenham
Court Road, London WI1T 4LP [Fax: (+44) (0)20 7631 &5 mail: cla@cla.co.uk], in the United States wvifie Copyright
Clearance Center, 222 Rosewood Drive, Danvers, MA ®1Bax: (+1) (978) 750 4470; email: info@copyrigoin] or in
other countries with associated Reproduction Ri@rganizations, may make photocopies in accordaritte the licences
issued to them for this purpose.

ILO, Social Security Department

Social security for all - Investing in global social and economic development. A consultation.
Issues in Social Protection; Discussion Paper 16

Geneva, International Labour Office, 2006

ISBN 92-2-119269-5 & 978-92-2-119269-5 (print)
ISBN 92-2-119270-9 & 978-92-2-119270-1 (web pdf)

ILO pub, social security, social security policylerof ILO.

ILO Cataloguing in Publication Data

The designations employed in ILO publications, whice in conformity with United Nations practicedathe presentation
of material therein do not imply the expressionaaf/ opinion whatsoever on the part of the Inteamati Labour Office
concerning the legal status of any country, arderoitory or of its authorities, or concerning thelimitation of its frontiers.

The responsibility for opinions expressed in sigadttles, studies and other contributions resislgaith their authors, and
publication does not constitute an endorsemenhéyriternational Labour Office of the opinions eegeed in them.

Reference to names of firms and commercial prodartsprocesses does not imply their endorsemertiéoynternational
Labour Office, and any failure to mention a paftiedirm, commercial product or process is notgnsif disapproval.

ILO publications can be obtained through major tsatlers or ILO local offices in many countries, direct from ILO
Publications, International Labour Office, CH-121&r@va 22, Switzerland. Catalogues or lists of nelligations are
available free of charge from the above addresiy @mail:pubvente@ilo.org

Visit our websiteswww.ilo.org/publns andwww.ilo.org/public/english/protection/secsoc/

Printed by the International Labour Office, Geneswijtzerland



Preface and acknowledgements

In 2005 the Social Security Department of the IL@barked on the process of
substantial reorganization and integration of uaisocial security activities conducted by
separate units over the preceding five years.

Integration has to be built around a joint cohengolicy vision of the Department;
and building such a policy vision requires debatds process started a year ago and this
paper is a report on the interim results of thdtade. This publication is a contribution to
the assignment that the International Labour Cemnfeg bestowed on the International
Labour Office, i.e. to launch a major campaign tfoeg extension of social security to all.
For us in the Department, this ambitious mandateerdenes all our activities. The
discussion on the concrete ways to achieve soetairgy for all will continue.

This paper is thus of a consultative nature. Weehbpt it is the beginning of a wider
debate between social security stakeholders, rds&ar, practitioners and decision-makers
as to how to provide some form of social securitythe majority of the world's
populations and to ensure that the human righttoak security (article 22 of the United
Nations Declaration of Human Rights) can be madeadity in the shortest possible time.
In the course of that debate we shall almost ceytdiave to modify our views, but we
hope that the basic approach that underpins omkitig — i.e. a rights-based approach that
advocates universal access to social securityflexthle and open enough to achieve a
wide consensus on the two central objectives abtsecurity: poverty alleviation and the
granting to all people of the opportunity to liveeir lives in the absence of debilitating
material insecurity.

Many people contributed to the paper — either [aftohg major parts of the paper, or
providing comments in writing or orally during vauds meetings. Equally important has
been the support by Department staff and colleatiwesigh their practical and conceptual
work for the Department or as social security spests in the field; through research on
various topics; or through work carried out in #entext of the 30 or more technical
cooperation projects in various parts of the wdHdt the Department conducts at any
point in time. All this experience has helped uavdthe policy conclusions presented in
this paper. Central messages have been airediousdorums within and outside the ILO,
in meetings with ILO stakeholders and donor agendigring the last 12 months, as well
as most prominently in the context of the DirecB@mneral’'s Report to the 95th Session of
the International Labour Conference in 2006anging patterns in the world of work

This paper was made possible by inputs, contribstiand feedback provided on all
or parts of the paper by the people listed belovemimers of the Social Security
Department of the ILO, our colleagues in the fialtd a number of friends working in
other agencies: Bernard Andre; Pascal Annycke; BtaetgAntosik; Clive Bailey; Sandrine
Baronetti; Pauline Barrett-Reid; Christina Behremtdtbio Bertranou; Guy Bezou; Michele
Bhunnoo; Gylles Binet; Christine Bockstal; FlorerBennet; Iréne Brown; Ana Teresa
Carrion Chavarria; Michael Cichon; Charles Crevidyno Da Cunha Meira Simoes;
Simone Da Encarnacao Palma Rosa; Marie-Josée {2a iibeiro; Anne Drouin; Ginette
Forgues; Elaine Fultz; Luis Frota; lvon Garcia; Wayuwvan Ginneken; Victoria Giroud-
Castiella; Fabio Duran Valverde; Germaine Guissdes@ndro Guliano; Krzysztof
Hagemejer; Ken Hirose; Aidi Hu; Christian Jacquigtephen Kidd; Ursula Kulke; Florian
Leger; Olivier Louis Dit Guerin; Philippe Marcade/ina Maria Mendez; Sokhna Ndiaye;
Tharcisse Nkanagu; Karuna Pal; Vinicius Pinheinminkanuel Reynaud; Carol Rodriguez
Burgess; Markus Ruck; Xenia Scheil-Adlung; Valésehmitt-Diabate; Wolfgang Scholz;
Nicolai Shinkov; Carmen Solorio; Marc Soquet; ReeBtadelmann; Emmanuelle St. Pierre
Guilbault; José Tossa; Philippe Vanhuynegem; Sexgtasco; Diane Vergnaud; Lynn
Villacosta; Valeria Von Blumenthal; John Woodallyéthi Yamabana.
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Introduction

This paper seeks to explore the framework withirictvithe ILO should promote a
principled, practical and responsive approach toiasosecurity policy’ in the new
millennium.

The most important single reference source is theerpl discussion held at the
89th Session of the International Labour Confereincdune 2001. The vision of social
security that emerged during this discussion g@aeeto a set of 21 conclusions, which are
reproduced in Annex 2.The conclusions confirmed the validity, within tHeveloping
paradigm of decent work, of the general approachsdcial security which had been
developed by the ILO throughout almost all its dwigtsince 1919. That approach is rights-
based and formulated in terms of a specific satootingencies, most of which threaten
the capacity of an individual worker and her orfaiily to generate their own income.

In keeping with the multi-dimensional nature of isbcsecurity, the conclusions
adopted at the 89th Session of the Conference mefsome detail to diverse aspects of
social security; these may readily be seen to ifath a number of groups which are
elaborated below.

Aspects of rights and principles

Social security has been a core element of the db®@andate, virtually since its
creation in 1919. At the ground-breaking 26th Smssof the International Labour
Conference in Philadelphia in 1944, the ILO engdints recognition of the need to
provide an adequate level of social protectionhe Declaration of Philadelphia. Both
before and after 1944, the Organization has deeelop series of Conventions and
Recommendations concerned with social security.r @wee, the notion of social security
as a basic human right has gained wide acceptandehas been progressively developed
in many other forums and Conventions. Moreover, dbetral role of social security is
evident in the light of increasingly structured egaches to poverty prevention and
alleviation, such as the development by many ciestof Poverty Reduction Strategy
Papers (PRSPs), and the targets set by the relddlennium Development Goals
(MDGs).

Aspects of social solidarity

It is evident that there is no single right “modeadf social security which is
appropriate to all countries and all eras. Ideale best way individual workers may
provide income security for themselves and thainilias is through decent work that is
adequately remunerated. Nevertheless, a vital fmlesocial protection is to provide
income security in the event of such contingenassold age, sickness, invalidity,

1 A global framework, yet one within which the ILGould work with its member States to develop
appropriate national policy perspectives and imsémnts.

2 |LO: Report of the Committee on Social Secumgcord of Proceedings, International Labour
Conference, 89th Session, Geneva, 2001; see AlSoSocial security: A new consendi@eneva,
2001), pp. 1-6.
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maternity and unemployment — in addition to thevigion of appropriate medical care for
all.

However, a number of issues have come to the fonedent years which impact
social security provision in many, if not all coties, particularly those which are
economically less well developed. Foremost amotigste is the need to extend social
security provision to those lacking coverage, whe largely represented in the so-called
informal economy and generally very difficult torehin formal systems of social security.
For this reason, the conclusions adopted by theéfe@amce in 2001 not only highlighted
the need to embrace a wide range of organizatiapptoaches right down to the local
level, where the potential of micro-insurance scéemshould be explored, but also stressed
the overall responsibility of the State in the pation, facilitation and extension of
coverage.

There are a range of gender-related issues whe&hpacific to social security. These
relate not only to the principle of gender equaditithe workplace but also to the problems
encountered by women if family responsibilities gwele them from accruing adequate
benefits under social insurance.

A further set of issues, given less emphasis dudisgussions in 2001, but which
have become increasingly significant in very regadrs, relate to labour migration — the
protection of migrants themselves and their famitimaining “at home”.

Aspects of demographic transition and change

The most obvious of these aspects is that of tigeifw” of society, a phenomenon
found in virtually all countries, albeit at differerates. The general increase in longevity
and a gradual shift towards an age distributionradtarized by a high proportion of
elderly (often, but not always, retired) individsalhas evident implications for both
pension systems and the provision of appropriatesaf health care.

Other factors impacting strongly on social securiticlude the prevalence,
particularly in certain regions, of HIV/AIDS, leadj to questions as to the role of social
security in providing not only for individuals wHmecome ill but also the management —
which is becoming increasingly possible but witkaasated costs — of the infection before
actual illness takes hold.

Aspects of economic viability and sustainability

Discussions on the development of social securnityé present and the future tend to
focus on determining the level of provision whish‘affordable” and finding how the cost
will be distributed. The degree to which the cdstidd be — and is — borne collectively,
underpinned by social solidarity, has always bemphasized in the ILO’s approach to
social security, but varies to some extent, quatirally, from one society to another — as
does the extent to which collective financing (aading, at least in the social insurance
model) may be complemented by individual savinggatals pensions and other benefits.
Whatever basis of financing is chosen in any irdiial country, it is essential to ensure
that the system as a whole, seeking to provide wtegbenefits, is financially viable
(which must be assessed by means of regular aaltwatuations), and that the financing
scheme is both sustainable and responsive to emmslitvhich will, inevitably, change to
at least some degree in the future. This set aEsss central to this paper.
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After covering the range of issues and challengeing§ social security systems
worldwide in the coming years, the discussion at@onference in 2001 then considered
the way social security systems evolved over tithe, manner in which each country
might develop a national strategy, and the roléheflLO in working effectively with its
member States towards extending social securityaft agreed that ILO activities should
be anchored in the Declaration of Philadelphia,deeent work concept and the relevant
ILO social security standards and that the ILO #hooaintain an advisory and a research
role. Finally, a major initiative was recommendead the form of a campaign to be
launched to promote the extension of social secuaverage.

* * %

Guiding principles

In summarizing, the following principles, which shd underlie the ILO’s future
work in social security, may be distilled from tt@nclusions adopted in 2001:

m  coverage should be universal and benefits adequate

m the State bears the ultimate and general resplitysdf guaranteeing a framework of
good governance and the assurance that benefitsenilaid as and when due;

m  social security should be organized on the bakisooial solidarity between, inter
alia, men and women, different generations, thosad out of work, and the rich and
poor;

m  social security systems must be sustainable;

= the rule of law must prevail at both the naticauadl international levels.
In support of these specific principles, wider hgles are also needed to:

m the principles enshrined in ILO legal instruments;

m the further principles enshrined in the conceptdetent work, the promotion of
which will ensure an additional linkage with allhet ILO activities, in particular
employment generation;

m  strong and well-functioning social dialogue, inxial social actors — specifically the
ILO’s social partners — in building and managingiabsecurity policy.

The first two chapters of this report explore tlasib for understanding social security
as a human right and the need and demand of woaketsheir families for the type of
protection offered by social security (Chaptersnt 2). The subsequent two chapters
(Chapters 3 and 4) consider the range of challetmdse met in developing a modern
approach to social security policy. Chapter 3 paldrly considers what may be seen as
the prevailing paradigm as regards the issue ofettenomic “affordability” of social
security systems, in particular in the context ef/&loping economies, and argues very
strongly that the general perception fails to iefl@bjective reality. Chapter 5 looks at the
way in which these themes point towards an appatgrmpolicy vision; and Chapter 6
briefly concludes the findings of the report.
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1. Social security is a basic human right

Everyone has the right to a standard of living adsguor the health and well-being of
himself and of his family, including food, clothjmgpusing and medical care and
necessary social services, and the right to segurithe event of unemployment,

sickness, disability, widowhood, old age or ottzekl of livelihood in
circumstances beyond his control. Motherhood ariftlcood are
entitled to special care and assistance.

All children, whether born in or out of wedlock, Bremjoy the same social protection.
(Universal Declaration of Human Rights, United ag General Assembly, 1948)

Social security is a basic human right
(International Labour Conference, 2001)

In order to capture adequately the scope of thesumea and provisions for
discussion, this paper is based on a rather broaeérstanding — rather than a precise
definition — of social security as:

m the set of institutions, measures, rights andgatilbns whose primary goal is to
provide — or aim to provide — according to spedifielles, income security and
medical care to individual members of society.

This formulation may be interpreted in relationsticieties — nations — as a whole, to
social groups and to both formal and informal eeconies. On an operational level, social
protection or social security systems may therelb@enderstood as incorporating:

m those cash transfers in a society that seek teigwoincome security and, by
extension, to prevent or alleviate poverty;

m  those measures which guarantee access to medieahealth and social services;

m  other measures of a similar nature designed ttegiréhe income, health and well-
being of workers and their families.

From a global legal perspective, the recognitiorthe right to social security has
been developed through universally negotiated and@ed instruments that proclaim that
social security is a fundamental societal rightwtbich every human is entitled. This
principle is laid down in:

—  Article 22 of the Universal Declaration of HumRights; and
— Article 9 of the International Covenant on Ecommrocial and Cultural Rights.

Social security as a human right is part of the '’ Mandate and is enshrined in a
series of ILO Conventions; most prominent amongehs the Social Security (Minimum
Standards) Convention, 1952 (No. 102), which becé#meeblueprint for the European
Code of Social Security and is referred to in otlegional instruments such as:

— the European Social Charter;

— the Treaty of Amsterdam of the European Unioml an

— regional instruments being developed in Africd aatin America.

Discussion Paper 16.doc/v3 5



The right to social security has been recognized itumber of countries as a right
protected by the Constitution itself; this is, fostance, the case with the German and
Brazilian Constitutions.

The universal, regional and national perspectivedamly reflect what has been
developed and promoted within the ILO itself. Th&lConstitution, the Declaration of
Philadelphia and — more recently — the resolutiod aonclusions concerning social
security, adopted at the 89th Session of the Cenéer in 2001, have all confirmed the
dedication of ILO member States to social secuwritya fundamental basic human right and
their commitment to “... the extension of social sggumeasures to provide a basic
income to all in need of such protection and cotngnsive medical care” .

This perspective implies that any State that hasddd to become a member of the
United Nations and the ILO has the general and dorehtal legal obligation to put in
place decent social protection for its people.

The overall objective of the ILO is to seek sogiadtice worldwide through the
promotion of decent work for all — and one of itspipal means of action to achieve this
goal is the setting of international labour staddaiThis standard-setting activity reflects
the world community’s conviction that social jugtibas to be dealt with collectively and
that it should not be left to accidental bilatemgreements between States. The standards
themselves serve as guidelines or benchmarks éoadbption of national social policies;
most importantly, once a member State has ratdiedternational labour Convention, it
undertakes to make it binding under national latan8ard setting is therefore a potentially
powerful instrument in global social policy.

In accordance with the mandate laid down in its itution in 1919, the ILO has
always attached considerable importance to soe@lrgy issues. In fact, the Preamble to
the Constitution states that the ILO mandate isnforove conditions of labour through, for
example, “(...) the prevention of unemployment, (.h¢ protection of the worker against
sickness, disease, and injury arising out of hipleyment, (...) provision for old age and
injury ”.

The International Labour Conference adopted thest fiinternational labour
Conventions on social security at its very firgssen in 1919. The flagship Convention on
social security, the Social Security (Minimum Stard$) Convention, 1952 (No. 102), was
adopted in 1952. The most recent Convention infibid was adopted in 2000 and covers
maternity protection. Since its creation, the IL@shadopted 31 Conventions and
23 Recommendations on social security. In 2002|tleGoverning Body confirmed that
eight out of these 31 Conventions remain fully aglate, including Convention No. 102.
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2. The need and demand of people for
social security

It is time for a renewed campaign by the ILO toriowe and extend social security
coverage to all those in need of such protectiom .order to overcome a
fundamental social injustice affecting hundredsdfions
in member States.

(International Labour Conference, 2001)

A large majority (about 80 per cent) of the glopalpulation live in conditions of
social insecurity, i.e. they have no access to &braocial security beyond the limited
possibilities of relying on families, kinship graaipr communities to secure their standard
of living. Among these 80 per cent, 20 per cent lir abject poverty — the cruellest form
of insecurity. While the global poverty headcounigim slowly improve, poverty and
social insecurity remain rampant and stagnant inynarts of the world, most notably in
Africa. Progress towards achieving Goal 1 of thdlévinium Development Goals (MDGS)
(“halving poverty by 2015”) is too slow and the & achievement of that goal is in
doubt.

Social security systems providing transfers in caisin kind (such as medical care)
are key instruments for the prevention and rapidlitdn of poverty. There is a growing
interest in, and literature on, “social transferalthough some authors use this term in a
narrow sense, referring to payments which are fipeioi one or two contingencies and
targeted in nature. In this paper, social secusitgnvisaged as a set of rights- and rules-
based payments, dealing with a full range of sauéalds, and it is this broader concept of
social transfer payments to which reference is nhextein.

An alternative model of poverty prevention and \d@fiéon relies largely on the
positive “trickle down” effect of economic growthVhile a variety of approaches may
well complement each other, there is no doubt tthatbenefits of the trickle-down effect
will take much longer to reach those in need unjeskcies of direct and immediate
poverty relief though social transfers are in pladee ILO estimates that only 2 per cent of
global GDP would be needed to provide the entirddigpoor with a minimum package
of social benefits and services (access to basilttheare, basic income transfers in case of
need and basic education). Most of these resooméd be raised nationally. Nonetheless,
substantial global transfers would be needed tp tied poorest countries with a GDP per
capita close to — or below — the global povertg lia cope with their problems.

There is clear evidence from Europe and OECD c@msithat social transfers
successfully reduce poverty and social insecurnitg #hat there is a strong correlation
between the size and levels of these transferstladtrength of the poverty reduction
effect. As a recent OECD study pointed out:

The relationship between government policies anceggwoutcomes is striking: across
countries, relative poverty rates among the wordgg population are lowest where (non-
health) social spending on the working-age poputats highest. Within each country, the
combined effect of the tax and benefit systems ibftt out of relative income poverty more
than half of the population at risk, on averageisHifect, which ranges between around one-
fourth of those below the poverty threshold betasees and transfers in the United States and
more than two-thirds in Denmark, declined howewerahe second half of the 1990s in most
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OECD countries, as the growth of real benefits noft&n lagged that of median disposable
H 3
income.

Experience with social transfers in developing ddas is more ambiguous, since
overall transfer volumes are comparatively smatbwdver, some basic social protection
transfers, such as benefits of social health ima&aand basic non-contributory pension
schemes, have proven to be potent means in thiedfigtinst poverty. lll health is the main
reason for poverty: not only does it lead to hights — e.g. in the form of user fees — but it
is likely to impact significantly on income geneeat It has been observédhat social
health protection can effectively address healthted poverty if benefits are adequate and
affordable. Recent experience with modest univepgaision systems in a number of
developing countries has also shown positive pguweducing effects for whole families.
They not only provide benefits for the old and disd but also use this disadvantaged
group — whose status in families is greatly enhdrtbheough the cash income they receive
— as effective agents of social transfers for whafailies. Pension recipients redistribute
cash income in the household, finance school fedsnaedication, eté’.Strong evidence
of positive experience comes from countries likaZr Mauritius, Namibia, Nepal, South
Africa and Zambia® It is calculated that such a benefit in most cdastwould cost
between 1 and 2 per cent of GDP or 5 and 10 peraferational budgets.Implementing
this benefit would be, for many countries, a fasitfstep towards attacking a chronic
poverty pocket. Another ILO simulation exercise\whdhat even a very modest universal
pension, costing about 1 per cent of GDP, wouldicedhe poverty gap in Senegal and the
United Republic of Tanzania by more than 20 pet.den

3 M. Forster and M. Mira d’Ercolelncome distribution and poverty in OECD countriestlie
second half of the 19900ECD Social, Employment and Migration Working Baplo. 22 (Paris,
2005), p. 28.

* X. Scheil-Adlung et alWhat is the impact of social health protection @muess to health care,
health expenditure and impoverishment? A comparasimalysis of three African countries
(Geneva, ILO, ESS Paper No. 24, 2006).

® See: HelpAge Internationakge and security: How social pensions can delivégctife aid to
poor older people and their famili¢kondon, 2004).

® See: H. Schwarzer, and A.C. Queriridon-contributory pensions in Brazil: The impact on
poverty reduction(Geneva, ILO, ESS Paper No. 11, 2002); F. Duranéfdk: Anti-poverty
programmes in Costa Rica: The non-contributory pemsicheméGeneva, ILO, ESS Paper No. 8,
2002); F. Bertranou and C.O. GrushKdie non-contributory pension programme in Argentina:
Assessing the impact on poverty reducti@eneva, ILO, ESS Paper No. 5, 2002); A. Barrientos
and P. Lloyd-SherlockNon-contributory pensions and social protectitssues in social protection
series, Discussion paper 12, ILO Social Protectiector (Geneva, 2003); E. Schleberger:
Namibia’s universal pension scheme: Trends andlehgés(Geneva, ILO, ESS Paper No. 6,
2002); F. Bertranou, W. van Ginneken and C. Soidfidne impact of tax-financed pensions on
poverty reduction in Latin America: Evidence from Amgina, Brazil, Chile, Costa Rica and
Uruguay”, inInternational Social Security Revid@eneva, ILO), 57(4), pp. 3-18.

" See: K. Pal, C. Behrendt, F. Léger, M. Cichon, l&geimejerCan low-income countries afford
basic social protection? First results of a modd]liexercise Issues in social protection series,
Discussion paper 13, ILO Social Security Departni&etneva, 2005).

8 See: F. Gassmann, C. Behrer@ish benefits in low-income countries: Simulating ¢ffects on
poverty reduction for Tanzania and Senedsdues in social protection series, Discussiqgepa5,
ILO Social Security Department (Geneva, 2006).
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The recent tsunami in Asia and hurricanes in nonth®merica have shown how
important public social services are — including ooly easily accessible health care but
also social security cash transfers in case ohdeigability or unemployment — in coping
with consequences of such mass natural disastea8m¥ suffer badly if these transfers
are not in place. These events have shown oncen dbai social security is also an
important foundation of social cohesion. If systdaikin such situations, the trust people
may have in the institutions is undermined — arel ahility of the society to cope with
other crises deteriorates significantly.

Social security is by no means a marginal neededpfe. Human beings are by
nature risk-averse and highly desire safety andriggc“People desperately want security
— at work, in the family and in their neighbourheod@hey hate unemployment, family
break-up and crime in the streets. But the indigidiannot, entirely on his own, determine
whether he loses his job, his spouse or his wdlielepends in part on external forces
beyond his control.® Feeling secure is strongly related to the trusippe have in other
people, in their community, in their society andtfinstitutions.

An important dimension of overall human securite@nomic security — and one of
the main aspects of economic security is incomersigc Income security is about living
in a situation in which basic needs, such as ftodising, health care and education, can
be secured in an uninterrupted way. This not oatyuires having both an adequate and
regular source of income; it also requires beinguesd that if something unexpected
happens to the regular source of income — sucheoss of a job or livelihood due to
sickness, disability, unemployment or natural diasor if unexpected needs arise on
account of death, sickness or other family-relatedatural events — which are impossible
to cover with the regular source of income, there mechanisms in place. These
mechanisms should be able to provide income repiantto close the emerging income
gap and/or to guarantee access to goods and snecessary to meet those unexpected
needs.

Even in countries with a strongly entrenched madamnomy, there is overwhelming
support for national social security systems. WEenopeans in 30 countries were asked
in the Eurobarometer survéyin May-June 2005 to name what they consideredrtbst
positive economic concepts, “social security” rathKiest (72 per cent approval), closely
followed by the terms “company” (71 per cent), Hrdarade” (70 per cent), and
“competitiveness” (69 per cent); the most negagivated terms were “monopoly” (18 per
cent approval) and “protectionism” (33 per cent rappl). Most interestingly,
“globalization” had a 37 per cent approval ratethdlgh people overwhelmingly support
market economies, they seem to have a pragmatierstasiding that market economies
require a strong social security system. In thetédhiStates, two-thirds of the public
favours keeping the social security programme deséc as possible” to the current
system! In developing countries, people believe in publipport in the event of certain
contingencies. In South Africa, for example, abiwua-thirds of the population believe in

° R. LayardHappiness: Lessons from a new sciefi@mdon, Allen Lane, 2005), p. 7.

1 European CommissiorEurobarometer 63. Public opinion in the Europeanidin(Brussels,
2005).

1 AARP/RTV and Joint Centre for Political and Econortadies:Public attitudes toward social
security and private accounfg/ashington, 2005).
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full public support in the case of old age, invilidill health and unemployment. Similar
figures apply to Ethiopia, Gujarat in India andatelightly lesser extent Indonesia.

The following questions may then be raised: whthis reduction or containment of
social expenditure a predominant preoccupation afcyp-makers in many countries
around the world? Why then do the majority of pedplthe world have no access to even
basic social security? Why are many of those whavide advice to poor countries
reluctant to support major transfer programmes? \ghhere not enough support within
the countries themselves? The answers seem to éie economic paradigm that has been
taking hold since the late 1970s or early 1980sthrdacademic debate on the economic
effects of the welfare state since that time.

12 1LO: Economic security for a better wor{Geneva, 2004).
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3.

Social security and economic
performance

Social security, if properly managed, enhances petidity by providing health care,
income security and social services. In conjunctidth a growing economy and
active labour market policies, it is an instrumémt sustainable social and
economic development. It facilitates structural aachnological changes

which require an adaptable and mobile labour forités noted that while
social security is a cost for enterprises, it isahn investment in, or

support for, people. With globalization and struefiadjustment

policies, social security becomes more necessairy ¢ver

(International Labour Conference, 2001)

National social protection systems and their pesxbi effects on economic
performance have been subject to intense policyatdsbin many countries over recent
decades. There are experts who claim that socésys redistributing up to 35 per cent of
countries’ GDPs are no longer affordable. Sociatgution expenditure at and beyond this
level is seen as an impediment to growth, with tiegaeffects in both the short and the
long term. Others hold an opposite view and comsdeial protection — if well managed —
to be a genuine productive factor. A team of ILQOtevs concluded recently® “Once all
the arguments are on the table, the outcome ofthberetical debate on the potential
positive versus negative economic effects of théane state appears to be a draw ...".

For the policy analyst and the decision-maker aonelusive debate is of limited
help. Social transfers may well have a direct pasimpact on growth; but the key issue is
to recognize that substantial levels of social exitere and economic growth can
coexist'* and that such transfers are the tool to make ¢baamic growth equitable, thus
strengthening its sustainability.

The substantial global economic growth rates in ynemuntries over recent years
have not translated into an equally fast declingpawerty or social insecurity. Indeed,
social insecurity has been increasing in many c@msalongside cuts in social protection.
About the middle of the 1970s many countries enteae period of welfare state
containment. Nevertheless, major welfare State® siscAustria, France, Germany, the
Netherlands and others broadly maintained theirab@xpenditure, as measured by the
percentage allocation of GDP, at the levels reaahdéue mid-1970s.

In fact, all social expenditure containment measweflect the new paradigm of
economic policy, that has been increasingly dormgapolitical and socio-economic
discussions and analyses over the last 20 to 25;yaecording to this way of thinking,
low European growth rates have come about mainha agsult of social protection
provisions which are too high and wrongly desigrieds not clear yet whether this “new
paradigm” will lead to even further reductions at&l spending. All that can be observed
at present is that social expenditure in the OE@Dntries (measured in percentage of
GDP) has stabilized at long-run levels — and tpgias equally to low and to high growth
economies. It is evident that policies of this kimalve not brought about higher economic
growth. Economic growth rates have generally dedito moderate levels since the mid-
1970s. With regard to social protection, governmesft major countries have, over the

13 M. Cichon, W. Scholz, et alFinancing social protectiofiGeneva, ILO, 2004), p. 121.

14 P, Lundert:Growing public: Social spending and economic grositite the eighteenth century
Vols. I and Il (New York, Cambridge University Pse2004).
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past 30 years, taken measures repeatedly to nmastaial protection spending at country-
specific constant levels, alongside the generdirdei GDP growth rates over the same
period.

Nevertheless, countries continue to implement mdiaclesigned to contain public
social expenditure. The reasons quoted for so dosuglly concern the affordability of
social security systems. It is stressed that poanties simply cannot afford any major
transfer programme. They need, it is argued, t@ keeir taxes and public spending at low
levels to allow them to be competitive in the glole@onomy (low social security
contributions and low taxes in general will heljinrin foreign investments and maintain
cheap exports) as well as to keep work incentivigh.hThe same arguments are put
forward in the developed countries. Additional feare triggered by the expected
consequences of ageing societies on the leveke$tand contributions.

Some believe that too much security, particulargoime security, undermines
people’s incentives to engage more in economicvide and to be inventive and
productive. But the truth is likely to be exacthetopposite: the less secure we feel, the
more averse we are to take risks. Studies revaalpior people are risk-averse. Rational
risk-averse individuals will only take a risk if ghpotential loss is relatively small
compared to their wealth. The poor are usuallyeagfer to risk even small amounts as this
threatens their very survival. Wealth provides si#guand more can be risked. For many
people, social security substitutes wealth. Those tave no access to relevant protection
mechanisms against numerous social risks will atetkthg any additional economic risks,
as they have to focus on protecting themselves.

Social protection, however, is not only about rieknagement. Providing income
security to the poor is one of the important medran to provide greater equality of
opportunity, income and wealth than that at presspierienced in the world — and that
likely to be produced by market forces, if lefttteemselves. More equity is required so
that the poor might share in the outcomes of ecian@rowth — which, in turn, might
increase the acceptance of globalization.

Social transfers are usually expected to resut ghistribution of income in society
that differs from the one brought about by marketés. No private market mechanisms
can redistribute income in this way. Income redstion has to be provided mainly
through public social security interventions (alomgh the tax systems) and cannot be
delegated to private arrangements — either manke$ or even traditional ones based on
extended family or community income sharing. Thidetamechanism is unlikely to
achieve the desired direction and degree of réligion. Extended families or small local
communities are usually relatively homogenous wi#spect to income levels. A
redistribution of income within such groups does significantly affect the redistribution
within society and thus does not create much greapeality.

The importance of equitable growth is meanwhileogmized widely. A World Bank
source states: “Others have suggested that greqtéty comes at the expense of lower
growth and that there is a trade off between groavii equity [...]. A large number of
recent empirical studies [...] have found that thisraot necessarily such a trade off and
that equity in its various dimensions is growth @mting”.“... most developing countries
will likely have substantial scope for enhancing tfuality of growth [...] through policies
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aimed at improving income distributiort” That is precisely what a well-designed social
security system does.

But how much social security is affordable? OECDirdaes spend between 10 and
30 per cent of GDP on social security — usuallyvMeen one-third and one-half of total
public expenditure. Countries at the same level ecbnomic development differ
significantly in how much they spend on social siéguas shown clearly in figure 3.1.

Figure 3.1.  Public social security expenditure: Relationship between size of the
government’s social security expenditure (vertical axis: expenditure
on social security as percentage of total government outlays) and
government total expenditure (horizontal axis: total government
outlays as percentage of GDP)
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Source: ILO calculations based on data from the IMF Government Finance Statistics database. Data on general government outlays for 65 countries,
2000-03.

The size of the social security system is obvioustaped mainly by prevailing
political attitudes towards redistribution ratheham stringent “economic laws”.
Affordability is a function of the societal willimgess to finance social transfers through
taxes and contributions. Social security systemghvperform in a way approved by the
majority of the general public are usually alsooedfible. On the other hand, systems
which perform badly from the point of view of thergeral public usually lose support and
acceptance and may become unaffordable even iivediasmall in fiscal terms.

Figure 3.2 shows that in the OECD region there istrang positive correlation
between social expenditure (per capita of the mdjmul) and labour productivity (GDP per
hour worked). The correlation between “simple” papita (per worker) productivity and
social expenditure (per capita of the populatienalso positive but less tight. While the
nature of the actual causality behind this coriefatmay not yet have been fully
researched, one conclusion is obvious: an extensb@al security system is not
incompatible with a highly productive economy.

15 3. Kingman (ed.)A sourcebook for poverty reduction strateg{eso volumes) (Washington,
DC, World Bank, 2002), Vol. 2, Chap. 12 (Macroecmmissues), sections 12.2.4 and 12.2.5.
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Figure 3.2. Labour productivity and social expenditure
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Source: ILO calculations based on OECD data.

A recent ILO study® shows that even in the poorest developing coumtiiasic
social protection accessible to everybody is witthiair reach, taking into account their
fiscal positions and donor involvements. From aitipal perspective, affordability
depends, however, on domestic choices as to theatitbn of available resources and —
taking into account the high level of dependencgahe of these countries on foreign aid
—on donors’ attitudes as to what should be pyigitending patterns.

16 K. Pal, et al., op. cit.
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4.

The main challenges to social
security systems

The demographic, economic and societal environmeritsin which national social
security systems are operating, are rapidly changimnd these changes obviously pose
challenges for societies and their social transystems. Consequently, new macro trends
in the structure of national social security sysidmve emerged during the last decade;
these can at best be described as “centrifugal” yatdheir causes are to some extent
interconnected.

The global demographic transition

Dependency rates constitute the key indicatorshferdemographic stress on national
social transfer systems. The demographic envirohwfes social protection system, which
includes the morbidity structure of the populatiwith which the health system has to
cope, co-determines the system dependency ratiat-is to say, it influences the ratio of
the number of beneficiaries (i.e. transfer recitsgim the system to the number of people
financing these transfers or earning the natiomadine out of which the transfers have to
be financed. Demography is not the exclusive dateng factor, as governance too has a
marked impact on dependency. Biological factoreifagas expressed in dropping fertility
and mortality rates, morbidity and mortality) aldetermine to a large extent the potential
number of beneficiaries and financiers of the maticsocial protection system; in other
words, they explain the pure demographic dependemtip. Demographic factors,
therefore, do not account for the full size of syst dependency: the economy
co-determines the number of unemployed while natidaw, which is a governance
factor, co-determines the number of people who raeteed and of those receiving
education. This last number is influenced, for epkenby legal provisions governing the
minimum number of years of compulsory schoolingobrstudies required for the first
university degree. Actual — “system” — dependeratios in many social security schemes
are also much higher than potential demographicsaue to evasion and non-compliance
in paying contributions and taxes financing thoggems.

The other determinants — economic development anrgance factors — being
equal, ageing is the most important factor of ieflce on social transfers to elderly
populations (both formal and informal) which ameturn, the biggest expenditure items in
developed national social protection systems. Ting&ct is especially strong in mature
systems in societies with a high proportion of did@eople covered by social security.
However, while developed regions are substantiallger” than less developed ones, the
pace of ageing is actually much faster in the dgyab world. The less developed
countries in relative terms will face an even msegious ageing problem between 2000
and 2050 and have to build strong transfer systeefigorepared to face this challenge.

Nonetheless, although pension schemes may faceeased demographic
dependency, the challenge appears to be much srfwlleverall social security systems:
the combined number of children, those of workigg aho are inactive and elderly per
100 economically active people is declining glopédlee figure 4.1). This is largely due to
a rapidly declining number of children in the dexehg world. The picture may again be
to some extent misleading as — for the time beiaglarge proportion of the economically
active belong themselves to the working poor. Tiesactual global transfer dependency
may be higher than that indicated by the figure.
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Figure 4.1.
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Source: ILO calculations based on the United Nations World Population Prospects: The 2004 Revision Population Database.

One of the most dramatic aspects of the demograpdmsition is rapidly dropping
fertility rates. The global average fertility ratépped within the three decades between
1970-75 and 2000-05 from 4.49 to 2.65, i.e. by &ald@uper cent. This is by no means a
phenomenon that only applies to developed countries

The ageing problem of societies cannot be reduzedpension problem. Overall and
per capita GDP growth rates are at risk when theuladion ages and the employable
labour force shrinks. The latest European Unionlipation, for example, submitted to the
EU Summit in October 2005, conceded that ageingusatatus quo conditions may act as
a brake to economic growth, bringing it down onrage from between 2.0 and 2.5 per
cent per annum to half that ratélt is vital to achieve increased labour force joigrtition
rates for all ages over 18-20 years in order tontaa standards of living in ageing
societies. Migration can help to maintain a stat#eendency rate but will only provide
partial relief or lead to exploding populations. eTimaintenance of a sufficiently big
endogenous labour force remains crucialCreating suitable jobs for older workers
remains the real challenge for ageing societiesisustill one of the key policy tools for
defusing the “ageing crisis”.

" European Union Communication from the Commission to the Europ&aliament, the
Council, the European Economic and Social Commited the Committee on the Regions:
European values in the globalized wo(Brussels, Oct. 2005, p. 11).

18 M. Cichon, R. Knop, F. Légeivhite or prosperous: How much migration does theiragy
European Union need to maintain its standard oflivin the twenty-first centurypaper presented
at the 4th International Research Conference oraBS8ecurity, Antwerp, Belgium, May 2003.
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The challenge posed by the global demographicitiango social transfer systems is
manageable — as shown by the results of recenéqiions for 25 EU Member States of
the costs of all age-related social transfers @@80."° There are obvious problem cases
but an average cost increase of less than foueptrge points of GDP over a period of
45 years appears to be a rather benign scenario.

Should European and other OECD countries be ablem#mage their own
demographic transition, they might even be in atposto free some fiscal space for the
alleviation of demographically triggered povertyoplems or health problems in other
parts of the world (inter alia, in regions with igth prevalence of HIV/AIDS).

Changes in health, society and the labour market

Public health issues

New public health threats constitute another fadt@mt may rapidly change the
demographic environment in which some national agaiotection systems operate — in
particular in developing countries. Among infecBodiseases expected to become a
pandemic, HIV/AIDS is the most acute. The projectetent of the HIV/AIDS pandemic
has been accounted for in the above global depegyd@éures — but nonetheless it will
create substantial problems in a number of regimnsome regions of Africa, the infection
rate is estimated to have reached almost 40 per This implies, in all probability, that
within the next five to ten years at the latest,pé@ple out of every 100 alive today will
have died, unless there is spectacular medicargsegnd — maybe even more importantly
for Africa — the cost of drug treatments does rotlgwn. A crisis of this magnitude must
have a dramatic effect on the cost of any natigonalal protection scheme. It is probably
fair to say that HIV/AIDS will wipe out all the fancial and fiscal room for improvement
in social protection that growth in Africa mightyeaproduced under normal conditions.
But it should not be forgotten that malaria, althlodess prominent and confined to the
poorest regions of the world, has an even more atianeffect on population structures
and morbidity structures — and developing countealtih systems, unlike those in
developed countries, have to cope with this problem

Employment and globalization

Domestic and export markets in almost all counttlest participate in the global
economy are experiencing increasingly tough glabahpetition. One reason is that, since
the early 1990s, the former Soviet Republics, thentries of Central and Eastern Europe,
as well as large parts of China and India, havaepithe global labour market with
relatively low labour costs, effectively doublirtg size. High technology communications,
as well as fast and cheap means of transport, migtfacilitate global production chains
but also the movements of goods, services and @€8flhe result is that technologies,
along with workplaces and skills, become obsolétamnaever-increasing pace. While the
perceived effects on job security are significéimé, direct measurable effect of workplace

19 European Commissiorithe impact of ageing on public expenditure: Projausi for the EU
25 Member States on pensions, health care, long-tare, education and unemployment transfers
(2004-2050) report prepared by the Economic Policy Committee the Directorate General for
Economic and Social Affairs (DG ECOFIN), Report N(2AD6 (Brussels, 2006).

20 |LO: Changing patterns in the world of worReport of the Director-General, ILC, 95th Session,
Geneva, 2006, pp. 23-24.
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Migration

migration is smaller than might have been expetteel unemployment rate in all OECD

countries increased from 6.1 per cent in 1990 wuab.9 per cent in 2004) and only an
estimated number of about half a million jobs iwveleping countries are identifiably jobs

that produce goods and services for consumptigheardeveloped world. However, in the

longer run, global competition will be much lesablower absolute labour costs than
about productivity and institutional and social radtructure that facilitate economic

activity and boost productivity. Many studies hamcluded that social security systems
are indispensable elements of such infrastructure.

and family composition

The ILO estimates that, at the beginning of the nentury, about 175 million people
worldwide were living outside their country of thiror citizenship?* among which about
90 million were migrant workers. At the same tirtiteere has been a movement of people
from rural to urban areas. From 1995 to 2005, bagesof rural employment in total world
employment fell by three percentage points, or iadd@0 million workers, to about 40 per
cent. Together with migrating dependents, the totehber of persons moving from rural
to urban areas might be in the order of 200 millmeople within decades. There are
obvious signs that figures will increase dramalycdule to rural-urban migration in China.
Internal and external migration is triggered byaaiety of reasons ranging from national or
international conflicts and natural disasters teraployment and poverty.

In many cases, however, only one family member aégy to seek security or a
better-paid job in urban areas or in other coustrighis compounds the disruptive effects
of HIV/AIDS and other diseases on family units atdictures. Not infrequently, migrants
remain excluded from mainstream societies — withthed associated risks for their own
health and well-being this brings in its wake; ieitey societies are also vulnerable.
Including migrants in national social security gyss is one way of helping them integrate
into their new countries or the cities in which ythehoose to live. A recent ILO report
stressed that it was important for migrant workerg1) have the same access to coverage
and entitlement to benefits as nationals; (2) na@nacquired rights when leaving the
country (including the export of benefits); and f@nefit from the accumulation of rights
acquired in different countrie®

In addition, the remittances of migrant workers éndbecome the major source of
income for many families in a large number of coiast These financial flows might help
to finance more income security in the “labour-exipg” countries and regions.

Informalization of labour markets and economies

The Director General's Report to the Internatiohabour Conference in 20068
refers to the expectations nurtured by the “duahemy “ model that assumed — drawing
on the experience of the early industrializing does — that most agricultural workers
would move from rural into urban areas into higheyductivity manufacturing jobs. This
assumption simply no longer holds true. Manufaotyihas ceased to be a major sector of
employment growth in many regions and the ruralkioan movement of labour is largely

2 ibid., p. 26.

22 |LO: Towards a fair deal for migrant workers in the gibbeconomy Report VI, ILC,
92nd Session, Geneva, pp. 77-78.

% Changing patterns in the world of wowp. cit., p. 28.
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absorbed by trade, in particular informal pettydeaHence the expectations that there
would be a gradual movement towards the formabmatof the largely informal
agricultural labour force have also not been mbe LO has estimated that, at the end of
the 1990s, the share of informal employment in agrieultural employment was 48 per
cent in North Africa, 72 per cent in sub-Saharancaf 51 per cent in Latin America and
65 per cent in Asig*

Globalization and the new uncertainty

The increased economic integration during the dastades of the twentieth century
coincided with rising income inequality in some otries — and increasing unemployment
among the low skilled, mainly on the European cmit. What matters in this context,
however, is — in addition to the impact of intefoaslization on wages and employment,
which reduces the national tax base — the extewhtoh it affects the capacity of national
governments to set their own targets with respectdcial protection. Critics of the
“welfare state” have argued that increased int@nat openness creates difficulties in
raising sufficient revenues, and therefore requaedownsizing of the “welfare state”.
There is some evidence that countries are curremfjaged in tax competition — although
the effects seem to be much smaller than mighpeated. In the case of tax competition
triggered by globalization, we would expect to olisedeclining capital tax rates and
rising labour and consumption tax rates. In a nurob@©ECD countries, average tax rates
on labour are indeed seen to have increased, ghhihis is at least partly explained by the
need to compensate for the shrinking tax base.

According to the economic paradigm of the 1980s #red1990s, expenditure cuts,
even in the face of new social security needs érngd by the need for adjustments in the
face of globalization, seemed to be the logical vmaseduce fiscal pressure on national tax
bases. Consequently, while it is only graduallyeaging in developing countries, the level
of social security in industrialized market econesnis declining. The cost containment
policies of the last decades are taking their tédlalth-care systems are excluding services
and increasing out-of-pocket outlays; benefit lseviel unemployment and other cash
benefit systems are also declining.

Paradigmatic pension reforms changed establisheterag from defined benefit
schemes to at least partially defined contributomotional defined contribution schemes.
Parametric reforms changed benefit formulae, redipension adjustments and increased
retirement ages. Both types of reforms directlynalirectly sought to “offload” some of
the fiscal burden for financing income securityold age, disability and in the event of the
loss of the breadwinner from public or quasi-publiigets to private pockets.

There was a strong belief in some quarters tharef@ms converting widespread
defined-benefit pension schemes, financed on aapayou-go basis into pre-funded
defined contribution schemes, would help to enshesavailability and affordability of
pension schemes. On the one hand, there was athapsuch reforms would prevent
contribution rates and other costs of the pensimtems growing as a result of ageing
populations: unless people contributed longer astided later, benefits would go down,
keeping the overall costs of pensions more ordesstant. On the other, there was also a
strong belief that such reformed systems, closakilg amounts contributed with future
benefits and relegating redistributive componeptssaocial assistance schemes, would
provide very strong incentives to contribute, eeara voluntary basis. Such systems were
thus seen as a major instrument to increase therage of all those uncovered,

2 ibid., p. 28.
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particularly the self-employed. Privatization oétmanagement of the funds was supposed
to strengthen these incentives — by providing higlhges of return and also by gaining
higher public confidence than allegedly bankrugdilguschemes.

The Chilean pension reform, introduced alreadyhathieginning of the 1980s, was
the first attempt to implement policies followinigis new paradigm. The World Bank’s
publication, Averting the old-age crisif1994), announced this new pension policy
paradigm as relevant globally. Over the past fearyethe ILO has undertaken numerous
studies of the reformed pension systems, partigutsfrthose in Latin Americ& and of
the transition countries in Central and Easternofer® These studies confirm that
outcomes of the reformed pension schemes may: eeth&e income security of those
covered when they become old; reduce the actuettefé coverage of those previously
covered; and fail to meet expectations with respethe increased coverage of those not
previously covered and the expectations with resigeinicreases of national savings rates.
ILO concerns have in the meantime been echoed éyAtbrld Bank’s own Independent
Evaluation Group (IEG). The Group’s report on theleation of the World Bank’s
assistance to pension reforiflsconcluded, inter alia: “There is little evidenceat
privately funded pillars have succeeded in incregasiational savings or in developing
capital markets ...” and “... the Bank’s preoccupatiwith fiscal sustainability tended to

% Prospectiva de la prevision social: valuacién fingma actuarial del Sistema Integrado de
Jubilaciones y Pensiones 2005-20%&rie de publicaciones de la secretaria de Stgli$ocial,
ANOF, Ministerio de Trabajo, Empleo y Seguridad 8bgi Servicio de Actividades Financieras,
Actuariales y Estadisticas de la OIT (Buenos AiréX)52; Argentina: Valuacién actuarial del
Sistema Integrado de Jubilaciones y Pensione sald8ldiciembre de 2001Organizacion
Internacional del Trabajo, Ginebra, Servicio de ¥idades Financieras, Actuariales y Estadisticas,
Programa InFocus sobre Respuesta a la Crisis ynR&aocion, Oficina de la OIT en Argentina,
2004; F.M. Bertranou (ed.XCobertura previsional en Argentina, Brasil y Ch{8antiago, ILO,
2001); F.M. Bertranou, C. Solorio, W. van Ginnekéds.): Pensiones no contributivas y
asistenciales Argentina, Brasil y Chile, Costa Riddryguay(Santiago, ILO, 2002); A. Arenas de
Mesa and P. Benavides Salaz&roteccion social en Chile — Financiamiento, cobemtuy
desempefio 1990-20@8antiago and Geneva, ILO, 2003); F.M. Bertranod A. Arenas de Mesa
(eds.):Proteccion social, pensiones y género en Argentimasil y Chile(ILO, 2003);El sistema
de pensiones en Chile en el contexto mundial y dériéa Latina: Evaluaciéon y desafios,
Ponencias del Seminario Internacional, Oficina Ini&esional del Trabajo, Ministerio del Trabajo y
Seguridad, Social Fundacion Chile Z8antiago, 2004); M. Nitsch and H. Schwarz@ecent
development in financing social security in Latin ékita, Issues in social protection series,
Discussion paper 1, (Geneva, ILO, 1996).

% E. Fultz: “Pension reform in the EU accession coest Challenges, achievements and pitfalls,
in International Social Security Revieweneva, Vol. 57, No. 2, Apr. 2004, pp. 3-d4e gender
dimension of social security reform in Central aBdstern Europe: Case studies of the Czech
Republic, Hungary and Polandollection of papers by various authors editedbifultz, M. Ruck,

S. Steinhilber (Budapest, ILO, 2003ension reform in Central and Eastern Eurppéol. 1
(Restructuring with privatization — Case studie$?ofand and Hungary)and Vol. 2(Restructuring

of public pension schemes — Case studies of CzqubReand Slovenia)collection of papers by
various authors edited by E. Fultz (Budapest, ILAD2); E. Fultz and M. Ruclension reform in
Central and Eastern Europe: An update on the restrimjuof national pension schemes in
selected countrie@Budapest, ILO, 2000); K. Hagemejer: “The transfation of social security in
Central and Eastern Europe”, in K. Miller, A. Ry#,-J. WagenerTransformation of social
security: Pensions in Central-Eastern Europdeidelberg-New York, Physica-Verlag, 1999);
M. Cichon, K. Hagemejer and M. Ruckocial protection and pension systems in Central an
Eastern Europ€Budapest, ILO, 1998).

27 World Bank:Pension reforms and the development of pensionmsysién evaluation of World
Bank assistanc@/Nashington, DC, 2005) pp. xvi and xvii.
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obscure the broader goal of pension policy, thattésreduce poverty and improve
retirement income adequacy within a fiscal constrai

Some countries in Europe have introduced — or @nsidering introducing — reforms
similar to those in Latin America, aimed mainlyretlucing future costs of pensions to the
public budgets in the hope that such systems wibarage later retirement. ILO studies,
guoted above, also point to high and long-lastiragditional costs, high administrative
costs and expected low replacement rates, espedmllwomen or other persons with
short, broken careers and lower incomes (or thoke w like the self-employed —
obligatorily contribute only a certain low minimuamount). Figures 4.2 and 4.3 show
expected theoretical replacement rates for seldetédMember States as reported in their
national pension strategy reports. From these gritpis obvious that not only countries
that embarked on so-called paradigmatic reformbsg® replacement rates going down —
unless people contribute significantly longer aatire much later. From the examples of
France and the Czech Republic, it may be seerethat so-called parametric reforms may
reduce future replacement rates quite considerably.

Figure 4.2. Theoretical gross replacement rates in selected European Union Member States:
Average earnings, 40 years of contributions, retirement at 65
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Sweden (1): national pension system only; Sweden (2): including occupational pensions.

Source: Own comparative analysis of data included in national pension strategy reports as available on http://europa.eu.int/comm/
employment_social/social_protection/pensions_en.htm.

Figure 4.3 encapsulates the emerging new unceytaifite general vehicle to
accommodate revenue reductions is cuts in bereits. These cuts often result in added
uncertainty for those hardest hit by global andoma adjustment processes. The expected
turbulences on national labour markets — with respechanging patterns of work sharing
in an increasingly globalizing labour market — clewdp with the global adjustment
processes, may lead to “broken” careers for maplee Such careers may be dotted with
spells of unemployment or periods of retraininguiegd by new labour market conditions.
Figure 4.3 demonstrates that people with brokereerar (i.e. with longer spells of
unemployment due, inter alia, to increasing labmarket volatility) will in future most
likely face replacement rates that may no longeretmihe requirements of ILO
Conventions.
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Figure 4.3. Theoretical gross replacement rates in selected European Union Member States:

Average earnings, 30 years of contributions (broken careers)
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Source: Own comparative analysis of data included in national pension strategy reports as available on http://europa.eu.int/comm/
employment_social/social_protection/pensions_en.htm.

Between universalism and pluralism:
The changing pattern of solidarity

In contrast to the demographic challenge, the ptessletrimental effects of global
tax competition on the level of social security §dome countries are less easily
manageable. What is required is international reitmgn — and corresponding agreements
— that the extension of social security coverage @ne ensuing eradication of poverty
would be an investment; this would avoid the resemit that creates national social unrest
and potential global security problems. Such adstaauld emphasize the importance of
long-term stable increases in welfare for all osfeort-term economic gains. But the tools
to achieve that situation are simply missing. Figdihem remains a central challenge for
the global society.

The past few years have witnessed new developnrettiss area. There seems to be
increasing recognition of the role of social setyuais an investment in poverty alleviation.
There is growing support for a new social seculligyelopmental paradigm based on the
introduction of basic universal benefits. Followitlgg “new consensus” on social security
reached by the International Labour Conference0idil2and the launching by the ILO in
2003 of the Global Campaign on Social Security &ualerage for All, the World
Commission on the Social Dimension of Globalizatipnomoted the idea of a
socio-economic floor for the global economy andidated that social security and wider
social protection had to become an important corapbof such a set of minimum social
standards.
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Box 4.1
Socio-economic floor

A minimum level of social protection for individuals and families needs to be accepted unequivocally as
part of the socio-economic “floor” of the global economy. Donors and financial institutions should contribute to
the strengthening of social protection systems in developing countries. !

In his Report to the International Labour Conference in 2004, the Director-General identified four major
areas in which the ILO had found positive experiences. He considered that they could make a major
contribution to developing the concept of a socio-economic floor:

First, community-based health insurance. The demand for health insurance is strong, particularly
among those without any form of protection. One option for workers and families in low-income countries
is community-based social security schemes. The ILO has acquired experience and knowledge on the
strengths and weaknesses of such funds. Their financial viability is often called into question if one
considers these funds in isolation. However, innovative modalities have been introduced in some cases,
combining local contributions, public expenditure and international assistance. Linking local initiatives with
national insurance schemes is another method that merits further exploration.

Second, minimum pension schemes. A number of countries have shown that minimum pension
schemes financed from tax revenues for poor elderly persons, disabled people, single mothers and
orphaned families affected by the HIV/AIDS pandemic are affordable. The manifold benefits of these
schemes — from gender equality to family cohesion and school attendance - are well documented. The
ILO could consider extending assistance to demonstrate the viability of these programmes in other
countries and develop guidelines. Where fiscal constraints currently prevent such an option, proposals for
international financial assistance should be elaborated.

Third, cash grants for primary education. Scores of millions of children are unable to go to school or
complete basic education because of family poverty. Most of them are driven into some form of child
labour. A few countries, most notably Brazil and South Africa, are considering or experimenting with
schemes for cash grants to poor families tied to school attendance for their children. The ILO’s
International Programme on the Elimination of Child Labour (IPEC) has gained considerable experience
with schemes that combat child labour by combining family support for education and other essential
needs. There is scope for scaling up these successful initiatives to national levels and extending them to
other countries facing similar problems. A combination of national efforts with generous international
assistance is required.

Fourth, reorienting public expenditure for expanding basic coverage. Statutory social security
systems, even with modest coverage, are faced with severe constraints of overall governance, technical
and administrative capacity and financial viability. Although higher social expenditure can be financed
through faster economic growth, the costs are often perceived to exceed fiscal capacity in the short term.
In many countries, the first objective is not to increase spending but to reorient present expenditure
towards basic coverage. There is sufficient knowledge and experience worldwide to enable social security
systems to achieve long-term financial and administrative viability. The ILO can assist in making such
expertise available when and where required. A code of good practice or basic principles in the
management of social security schemes could be considered.?

Notes: ' World Commission on the Social Dimension of Globalization: A fair globalization: Creating opportunities for all
(Geneva, ILO, 2004) p. xiii. 2 ILO: A fair globalization. The role of the ILO, Report of the Director-General on the World
Commission on the Social Dimension of Globalization (ILC, 92nd Session, Geneva, 2004), pp. 36-37.

A recent report of the Commission for Afrigdechoes the concerns expressed by the
ILO in its 2005 report. It puts forward, inter alithe following recommendations that
clearly suggest that there should be a shared medplity of the African governments and
the donor community in extending social protectiomerage:

m  African governments should invest in rebuildingsteyns to deliver public health
services. Donors should provide US$7 billion ovee fyears for this, behind the Health
Strategy and Initial Programme of Action of theiéén Union’s NEPAD Programme.

8 The Commission for Africa:Our common interest(London, 2005) pp. 215-217;

http://www.commissionforafrica.org/english/repartfoduction.html.
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m  Donors and African governments should urgentlyestvin training and retention to
ensure there are an additional 1 million healthkers by 2015.

m  African governments should meet their commitmentfiocate 15 per cent of annual
budgets to health and put in place strategieshiereffective delivery of health services.
Donors should increase their funding to supporséhstrategies, making up the shortfall,
from an additional US$10 billion annually immedigteind rising to US$20 billion
annually by 2015. The assistance should go predmtiinthrough national budgets.

m African governments should develop social protectistrategies for orphans and
vulnerable children, by supporting their extendeghifies and communities. Donors
should commit to long-term, predictable fundingtioése strategies with US$2 billion a
year immediately, rising to US$5-6 billion a yegr2d15.

Donors should support the African Union’s NEPAD dteonme to develop a rights and
inclusion framework and support countries to depetocial protection strategies by
2007.

m  Donors and African governments should endorse iampdement the United Nations
Framework for the Protection, Care and Support lef Orphans and Vulnerable
Children.

m  Donors and African governments should provideafibeidgetary support to pan-African
organisations to support their work in protectingmeen and children’s rights.”

Almost unnoticed, the global community has alreaggumed more responsibility for
the provision of basic services in a humber of t®iag countries. In Ghana and the
United Republic of Tanzania, for example, directdet support from donors already
accounts for substantial proportions (i.e. 40 mart@nd 50 per cent, respectively) of the
national health budget. A “White Paper” on inteioaél development, entitled “Making
governance work for the poor” and published by @mernment of the United Kingdom
in 2006, commits “at least half of all future UKreitt support for developing countries to
public services, to get children into school, immdhealth care, fight HIV and AIDS,
provide more clean water and sanitation, and affeial protection”®

In March 2006, the Government of Zambia and theicAfr Union held an
intergovernmental conference on social protectiorLivingstone, Zambia, that brought
together ministers and senior representatives ft8nAfrican countries. The delegates at
the conference called fof®

—  greater cooperation between African and othentms in the sharing and exchange
of information, as well as experiences and actionsocial protection and cash
transfers;

— social transfer programmes, including the sogp@hsion and social transfers to
vulnerable children, older persons and people dighbilities and households to be a
more frequently utilized policy option in Africamentries;

29 Department for International Development (DFIDBiminating world poverty: Making
governance work for the padiWhite Paper on International Development (Lon@&9)6).

30 Government of Zambia and the African Unightransformative agenda for the 21st century:
Examining the case for basic social protection inigsr Intergovernmental Regional Conference,
Livingstone, Zambia, 20-23 March 2006 at http://wweldage.org/News/Latestnews/@27954/
maincontent/Livingstoneall for actionMarch2006.pdf., accessed on 20 Aug. 2006.
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— national and international commitment to sociadt@ction, and to the building of
consensus within different ministries and instaotl coordination in order to agree
national plans;

— African governments to put together costed nafi@ocial transfer plans within
two-three years that are integrated within natiod@elopment plans and within
national budgets, and that development partnerseaplement;

— increased investment in institutional and huresource capacity and accountability
systems;

— reliable long-term funding for social protectiopgoth from national budgets and
development partners;

— the institutionalization of a biannual conferenae social protection under the
auspices of the African Union.

At the same time, the question of the respongjbdit the State in providing basic
benefits is once again central to the debate taklage in countries which undertook a
partial “privatization” of their social security sems in the 1980s and 1990s .

Some say that the acceptance of the concept afasihyi is deteriorating as many
social protection schemes are broken down intolsmahd smaller risk pools (right down
to the financing of risks by individual account®thers observe that the commonly
accepted notion of solidarity is simply changingwnfocusing more on the attainment of
basic security for more people rather than equelirsty for a few. In any case, social
security systems are becoming more pluralistic sPenschemes are turning into systems
in which the basic public provision of income sétyumechanisms is topped up by social
insurance or privatized savings arrangements vétiefits that have a much closer link to
earned insured income — which in turn are toppedbypvoluntary or mandated
arrangements. The consequence is a wide rangdfefetit income levels at retirement
between varying population groups.

In health care — the second biggest expenditurekbin overall national social
expenditure of developed countries and the biggesteveloping countries — pluralistic
health systems are emerging in which the provisibhasic services through the State is
complemented by social health insurance schemescaminunity-based schemes. The
World Health Assembly in May 2005 explicitly ackniedged the role of social health
insurance schemes in national health systems:

[The World Health Assembly] recognizing the impottaole of State legislative and
executive bodies in further reform of health-finiguge systems with a view to achieving
universal coverage,

1. URGES Member States:

(1) to ensure that health-financing systems incladenethod for prepayment of
financial contributions for health care, with a wido sharing risk among the
population and avoiding catastrophic health-cagessiture and impoverishment
of individuals as a result of seeking care;

(2) to ensure adequate and equitable distributidn good-quality health-care
infrastructures and human resources for healthhab the insurees will receive
equitable and good-quality health services accgrtbrthe benefits package;

(3) to ensure that external funds for specific thegdrogrammes or activities are
managed and organized in a way that contributésetdevelopment of sustainable
financing mechanisms for the health system as dayho
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(4) to plan the transition to universal coveragehgfir citizens so as to contribute to
meeting the needs of the population for health e improving its quality, to
reducing poverty, to attaining internationally asgtedevelopment goals, including
those contained in the United Nations Millenniumc2eation, and to achieving
health for all;

(5) to recognize that, when managing the transiiionniversal coverage, each option
will need to be developed within the particular ne@conomic, socio-cultural and
political context of each country;

(6) to take advantage, where appropriate, of oppdies that exist for collaboration
between public and private providers and healthrfting organizations, under
strong overall government stewardship;

(7) to share experiences on different methods dltihefinancing, including the
development of social health-insurance schemes,pandte, public, and mixed
schemes, with particular reference to the insthdl mechanisms that are
established to address the principal functiondeftealth-financing systert.

Community-based schemes are springing up everywinetbe developing world,
most frequently in Africa and parts of Asia. At geat, the global coverage of such mutual
schemes is estimated to be about 40 million persbimsre is certainly room for further
growth and qualitative improvements in governandeth@se schemes. They cannot
constitute or substitute a universal basic layes@furity based on national solidarity.
However, these insurance schemes can create arierffy and quality enhancing
payer-provider relationship in the health sectaratidition, financial links (subsidies for
the poor and underwriting of bad risks) have tocbeated with a central national or
international agency to ensure their long-term Nitgb The new Health Insurance Law in
Ghana is the first instance of which we are awdrere this principle has been given legal
force. Community-based schemes have the potentiakctease the overall resource base,
at the national level, for social security. Thegoaprovide a means to compel at least some
contribution from the informal economy towards tlsgate’'s financing needs. The
development of these schemes represents a fipstatward to the “formalization” of the
informal economy. Informal workers may thus pap#te in some form of national
solidarity. Community-based schemes may furthey pla even more important role in a
handful of countries where nation States fail.

31 World Health Organization (WHOBustainable health financing, universal coverage social
health insurance Resolution WHA58.33, adopted at the World Head#sembly, 48th Session,
Geneva, 2005.
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5. A policy vision: Establishing
the appropriate paradigm

A comprehensive policy response is needed to asithhesabove challenges — and this
has to be developed by actors at the communityomal national and international levels.
A change in attitude towards social security isrargquisite to this response. It also
requires a developmental vision of social secutiiigt may be applied to countries at
different stages of development.

Changing attitudes: From social cost
to investment in people

The ILO has always maintained, as confirmed atrnternational Labour Conference
in 2001, that “social security, if properly managethances productivity by providing
health care, income security and social serviceq.if is an instrument for social and
economic development [...]. It is noted that whileiabsecurity is a cost to enterprises, it
is also an investment in, or support for, peopleithWjlobalization and structural
adjustment policies, social security becomes meessary than ever.” Social security, or
in a larger sense social protection (including alodransfers but also safe and fair
conditions of work, private social safety nets,)eis one of the main pillars of the decent
work concept.

It is obvious that the adaptation of national labouarkets to the challenges of
demographic transition, new health hazards, glafigkation, changing family structures,
changing values and globalization cannot procedtowt investments in well-designed
social transfers that:

maintain the productivity of workforces (notabBgeing workforces) through
investments in health care that, inter alia, conmieat global health risks;

make adjustments in employment by, for instapceyiding training, retraining and
job search arrangements, as well as by facilitatiegntegration of migrants;

— achieve a fair distribution of the proceeds obbglization, hence increasing
acceptance of the process of global change;

— help to maintain social peace and global secutigt are necessary for stable
long-term economic growth, thereby creating theemal basis for enhanced welfare
for all.

All these measures, however, presuppose soundrapdrfy managed social security
institutions. Some people may not want to belidwag social security is a prerequisite for
growth because it is impossible to demonstrate d@kact logical causality. This is
regrettable — but a leap of faith is not needede Ehidence, simply, that economic
performance and solid social security can and dxxisbis compelling® These schemes
undeniably reduce poverty and inequality and helppte adapt to changing circumstances
in their own lives and in the life cycles of thewocieties. In the final analysis, what matters
is people — and people are better off with societusity. Many European and
non-European OECD countries would not have expee@nsuch great economic and

%2 p. Lindert, op. cit.
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social development as they did during the postpeiod had they not introduced such
comprehensive social security programmes.

Seeing social security expenditure only as an mhdit cost that may negatively
affect economic performance is short-sighted. $@gaurity responds to the basic needs
and clearly expressed preferences of societiesbbcpgood that people are willing to pay
for in terms of taxes and contributions — providbdse are well spent. Social security
transfers are the only direct means to overcomenpand social insecurity in the short
term. If people agree to the redistribution of imebrought about by such mechanisms
and the ensuing change in income distribution gerdrby market forces based on social
values, there is no reason to believe that socamisters will have negative economic
effects — provided they do not constitute micro@goit incentives to withhold labour
from the labour market. No democratic society carore that preference for long.

The view of social security as a powerful tool tooksh poverty, as well as an
investment in the long-term welfare and securitynafions and the global community,
requires a redefinition of the roles of individyatsommunities, social partners, civil
society as a whole, nations and the global soestggents of change.

The role of the agents of change
The role of individuals and communities

Each society must determine how best to ensure mesegurity and access to health
care. These choices will reflect their social andtwral values, their history,
their institutions and their level of economic diepment.

(International Labour Conference, 2001).

Many social insurance schemes provide income-repiaat payments in the event of
certain contingencies. The replacement rates cfetheenefits are inevitably lower than
unity, i.e. there is no perfect income smoothingtimes of unemployment, sickness,
maternity, invalidity or old age. A 100 per centdme replacement is unrealistic and
would most likely provide adverse incentives. Ineoraplacement beyond a certain level
therefore has to be provided for by individualsotlgh secondary and tertiary security
systems or the accumulation of assets that mayred into income streams when such
contingencies strike. While the ultimate respotigybiof the State is indispensable,
paternalism that restricts individual responsipilg highly unlikely to be compatible with
modern societies. Community-based initiatives —netiee top-down approach through the
nation State is not forthcoming and particularlyewhthe State is failing — might be a first
step towards developing national social securigtesys through a bottom-up approach,
potentially paving the way for a gradual developmeh governance ethics and good
practices. All members of a society are not onlgpamsible for themselves and their
families but also share a responsibility for largemmunities and society as a whole. This

wider responsibility is usually expressed through ¢ompliance in paying contributions
and taxes due.
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The role for social partners and civil society

In order to be effective, initiatives to establ@hextend social
security require social dialogue.

(International Labour Conference, 2001)

There is clearly a new challenge for social pagrend civil society as a whole to
ensure that the vast power base emerging in finhntarkets is being used to ensure that
investments: take proper account of national ecanameeds (inter alia, the need for
development capital of small and medium-sized @niges); cause no long-term damage
to the environment or public health; and are cohduto securing and expanding the
national formal sector employment base. At the same, community-based civil society
organizations need to develop the necessary skildevelop good governance practices
from bottom-up in order to substitute effectivetyr a deficient functioning of the nation
State — or for tasks not carried out by the Stateaf variety of reasons. As financial
markets are interacting globally, civil society 8arly has to embark on a global learning
process.

The social partners, implying all associations wipiyers, workers and protected
persons, are the guardians of the good and derm@atvernance of social security
programmes and the overall national social secusytstem. With this role also come
responsibilities. In many countries, employers’amgations and trade unions are already
strongly involved in actions aimed at improved cdiamze in registering establishments
and workers and paying contributions to social ggcischemes — actions which are
effective ways to enhance actual coverage.

Reconfirming the responsibility of the nation State

The State has a priority role in the facilitatiqgpromotion and extension
of coverage of social security.

(International Labour Conference, 2001)

While private schemes and arrangements can imprbee level of income
replacement in the event of certain contingencégsvarious groups in a society, basic
social security, i.e. a fair distribution of incoregen in times of economic distress, can
only be underwritten by societies at large. Thekbanoe of social security thus has to
remain overall societal solidarity, in its locaktional and nowadays global dimensions.
Income security requires social protection in thenf of public social security
interventions. Indeed, core security remains a faskhe State — which is also the only
institution that can formulate an overall natiosatial security development plan.

Private insurance fails to deal adequately withiadaisks: not only are many such
risks simply uninsurable in full or in part, by of problems of moral hazard or
adverse selection, but — crucially — the pooretices of the population are excluded by
the fact that the premiums theoretically chargeabéegenerally far beyond their ability to

pay.

It is also not enough to rely on informal, tradi@ social protection arrangements to
provide basic security through extended family andhmunity networks. Not only are
these traditional arrangements slowly disappearmmy account of urbanization and
industrialization but they very often provide satyumt a high cost and are not usually
based on altruism. Support often comes togethdr immiliation, restriction of freedom
and an obligation to reward the protection muchobeyits actual worth. A participatory
poverty assessment study carried out in the UriRedublic of Tanzania revealed that
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traditional family and community structures wereakening and did not provide effective
social protection to all.

In addition, mutual support by families and comntigsi tends to be distributed in a
very unequal way. In other words, poor people caually only expect support from their
almost-as-poor families and communities; providisgpport (e.g. in the case of
catastrophic health costs) may, in fact, forcererfamilies and communities into lasting
distress. Only if larger systems of redistributiare sought can these mechanisms be
sustainable and lead to the desired redistribuboresources. In this way, families and
communities would be strengthened and able to imdah a better way.

Public social protection thus provides mechanisonselp the vulnerable “live” with
the risks of life. It presupposes public intervens reducing risk, such as preventive
health-care services, basic education and prevemithe area of occupational safety and
health; interventions mitigating risks, like thos€ social security schemes for health,
sickness, maternity, employment injury, old agsadility, death, family and children; and
last-resort interventions to help individuals ara@milies cope when prevention or
mitigation programmes fail to work. Those intervens include all forms of social
assistance providing cash and in-kind conditioraaigfers.

To finance programmes providing these “intervergiomovernments require fiscal
space opened up by the ability to collect taxes emmtributions from all citizens and
enterprises. Government spending and fiscal pslieiee important dimensions of the
world of work. On the one hand, decent work reciee State of a certain size (size
measured in terms of public expenditure as pergermé& GDP). It is simply not feasible to
implement appropriate programmes and establishngmessary institutions to secure
decent work in countries where governments are afwé to collect the taxes or
contributions needed to provide for basic publicd asocial services and basic
infrastructure. On the other hand, citizens mudtarmdy have the capacity to pay those
taxes and contributions (if they have a sufficiéstel of income) but — maybe more
importantly — they have to be willing to pay theB8uch willingness is closely tied to —
among other things — confidence in the governmant this can only be built in a
democratic environment.

An emerging global responsibility for social security

Social security is a human right enshrined in th@versal Declaration of Human
Rights that has been given specific form in ILO @amtions and Recommendations, most
prominently in the Social Security (Minimum Standigr Convention, 1952 (No. 102).
Social security is necessary to lead a dignifiechduu life. It gives freedom to individuals
and their families — freedom from the fear abouairtfuture subsistence but also freedom
from being dependent on patriarchs of the exteffiadies, village chiefs and others.

If globalization were to lead to tax competitiomiiing the fiscal space for social
transfers, then a “decent globalization” would reguglobal measures to prevent that
competition. To finance public social expenditugeyernments need to collect taxes and
contributions from workers and employers — fromzeits. Government spending and
fiscal policies are important dimensions of the iaf work. And this is not just because
taxes and contributions affect incomes and the @wam decisions of workers and
employers, but — which is at least equally impdrtanbecause public spending and
effective fiscal policies are major elements definthe room for manoeuvre of national
governments.

If the global community embraces globalization ba dbne hand and sets global goals
in the social sphere on the other, it has to omgatiie global economy and the global
society in such a way as to enable nation Stateghgeve nationally and internationally
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defined policy objectives. One way of tackling thisuld be to study how the traditionally
open smaller economies in Europe, that were alveay®msed to competitive pressures,
have maintained their fiscal space for social tfienssand to see whether their strategies
could be emulated. But most likely, it would meaarehing for ways in which the global
community might protect the fiscal space of theamState. This could be done in two
complementary ways.

First, the global community could increase thedisspace of national governments
through the global subsidization of sound anti-ptwpolicies. The global community has
just begun to accept that responsibility. PRSPIist ddief, ODA through budget support —
all signal a new beginning, but more needs to beed&econd, agreeing on minimum
national tax levels and social expenditure levedsild, in the future, make many of these
international transfers superfluous. Perceivingadaecurity not just as “repair” expenses
in market economies, but rather as an investmefdrig-term growth likely to result in
diminishing long-term needs for global transferspuld help to create worldwide
acceptance of such levels.

The nature of rights derived from ILO and other
international instruments

ILO activities in social security should be anchibre the Declaration of Philadelphia,
the decent work concept and relevant ILO socialisgcstandards.

(International Labour Conference, 2001)

Member States of the United Nations or the ILO hdevirtue of having accepted
the ILO Constitution and the Universal DeclaratishHuman Rights, the obligation to
provide some degree of social security to all tlofizens. But the exact nature of that
level of protection is not clearly defined in bindi instruments. Although Convention
No. 102 covers the full range of social securitydfés, it allows that only a prescribed
minimum percentage of all residents is coverediwighselected (at least three) prescribed
types of benefits (branches of social security)e Thcome Security Recommendation,
1944 (No. 67), and the Medical Care Recommendali8a4 (No. 69), nonetheless advise
member States to provide the full range of so@alisty benefits to all residents (i.e. cash
benefits in the event of sickness, maternity, iy, old age, death of breadwinner,
unemployment, emergency expenses, employment injayeral neediness and benefits
in kind in case of the need for medical care). €hlesnefits may be provided through a
combination of social insurance, social assistano@jersal benefits and public services.
Almost 60 years after these instruments had beeptad, the conclusions of the general
discussion on social security at the 89th SessidheoConference in 2001 confirmed that
“each country should determine a national strafegyvorking towards social security for
all” and that “a major campaign should be launchredrder to promote the extension of
coverage of social security”. These recommendatioksconclusions — admittedly weaker
and non-ratifiable instruments — are still a destian of intent of the International Labour
Conference (consisting of tripartite delegatiormrfrl70 member States) and commit the
ILO to pursue the universal scope and coverageahksecurity. In addition, the Social
Policy (Basic Aims and Standards) Convention, 1962 117), requires member States to
develop progressively “broad systems of educatiorgcational training and
apprenticeship”.

However, the above instruments say very littlelmdctual levels of protection and
the order of priority by which they should be pwduthus leaving room for discretion to
the ILO and member States.
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The ILO interprets the entirety of the above instemts as a mandate to define a
basic minimum protection package (that could alsodbscribed as a “minimum social
floor”) to fulfil the international recommendatigngotably the requirements of article 22
of the Universal Declaration of Human Rights. Theof should, in fact, consist of a
hierarchy of floors that has to be reached at diffelevels of development.

Setting global floors for social rights and sodi@nsfers may halt “the race to the
bottom” — when it comes to curbing social rightsl @ocial spending — at an acceptable
decent level. ILO social security standards witsupport of core labour standards can be
seen as a tool in the global process to protecfisisal space of social security systems.
New and wider instruments might have to follow.

Building a policy vision: Development approach to
social security — towards universal coverage

There is no single right model of social secullitgrows and evolves over time. There
are schemes of social assistance, universal schesmeal insurance and public or
private provisions. Each society must determine best to ensure income security
and access to health care. These choices witcttheir social and cultural values,

their history, their institutions and their levefl economic development.

(International Labour Conference, 2001)
The ILO policy development vision focuses on buitdicountry-specific effective
and efficient national social security systemspmaféble to countries at different levels of
development. Such an approach has thus to be:

(a) flexible, to accommodate to national circumestes

(b) progressive, i.e. it has to permit a gradudldbup of more comprehensive systems as
societies mature (in an economic sense); and

(c) normative, i.e. it has to accept the benefiels and entitlements defined by the ILO’s
minimum standards (for example, Convention No. 182)an ultimate minimum
desired level of protection.

The principal objectives of the social security elepment approach are:

— the fastest possible achievement of universaksscdo basic benefits to combat
poverty;

— the reduction of income insecurity to the exfgodsible (and in line with Convention
No. 102) and compatible with economic performance;

— the reduction of inequality (of access to oppuittes);
—  the provision of benefits as of right;

— ensuring the absence of discrimination on théshaEsationality, ethnicity or gender;
and

— ensuring fiscal affordability, efficiency and gisability.
Such a basic social protection package would hawejar impact on the reduction of

poverty and the improvement of living standardsceéss to basic social services, notably
health care and education, undoubtedly has marfedt® on increasing productivity and
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reducing poverty in the short and long run. In &ddj cash transfers can play a major role
in providing basic income security to those whordit have any earnings capacity, as
shown in a GTZ-sponsored pilot project in the Katodistrict of Zambia®* Recent ILO
micro-simulations reveal, in the case of the Unitedpublic of Tanzania, that the
combination of basic universal old-age pensionsdrildl benefits to school children and
orphans under the age of 14 would reduce overat iy rates by about one-thiry.

Stepping up efforts to provide basic social protecis a viable way of reducing
poverty and insecurity in countries in sub-Sahakhita, also with a view to achieving the
first Millennium Development Goal by 2015. The riégswf recent ILO research have
shown that this can be both affordable and effectithis is a commitment which each
individual nation needs to make, and some Africanntries have already undertaken to
enhance social protection in their national povegguction strategies. Nevertheless, many
countries cannot achieve this without external sufpfor at least some time to come.

As countries mature economically, higher levels pobtection can gradually be
achieved. The possible path of extending the safmocial security coverage with the
level of economic development is drawn in tabutantin Annex 1, table 1.

The key objective is universality. That is the comandate of the ILO global
campaign on social security and coverage for al.nfentioned above, The International
Labour Conference in 2001 unanimously entrusted Hb@ with conducting that
campaign.

Universality does not mean uniformity. It is noalistic to believe that all societies
can — left to their own devices — achieve the skwel of social protection irrespective of
their level of economic development. National sbeicurity systems inevitably have to
grow with the fiscal space that is made availabi®ugh growing economies. What is
critical, however, is that systems are in a ratiovey progressive, i.e. they address priority
needs in a logical order and are built in such g et the level of security can be
increased as economic development progresses. AV&hi overall national resource
envelope, at different stages of development, dmurttons and taxes allocated to social
security priority expenditures have to be defindd. developing countries social
expenditures should be prioritized with respecttheir contribution to achieve an
acceptable level of health, their contribution tvgrty reduction and their contribution to
the reduction of social insecurity.

“Universality” may refer to the various dimensiooissocial security. Here, the main
emphasis is on universality of access of individualformal systems of social protection.
The notion of a universal benefit, payable withdistinction to all qualified members of a
scheme, on the other hand, fits well into the cphoé a rights-based scheme, but may in
practice have to tempered by some form of targedfrmgsources, when these are limited.

Attention should first be focused on building umefits with a strong investment
character. These might include: child benefitslitating access to basic education to help
break the poverty cycle; access to health caremasams to help families remain above the
poverty line by relieving them of the financial bden of medical care; housing which
stabilizes populations and their health; and, fnahcome support that avoids poverty and
creates the security people need to live a dighiffe.

% See, B. SchubertSocial cash transfers — reaching the poorest. A rdmution to the
international debate based on experience in Zar{bgechborn, GTZ, 2004).

3 See, F. Gassmann, C. Behrendt, op. cit.
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We thus believe that social security in the poocesintries can gradually start with
basic elements such as:

— access to basic health care through pluralistional systems that consist of public
tax-financed components, social and private inmgammponents, equity funds and
community-based components that are linked tocamgtcentral system;

— a system of family benefits that helps to condbalid labour and permits children to
attend school;

— a system of targeted basic cash transfers progesnof social assistance associated
with public work programmes and similar labour nergolicies (like cash for work
programmes) that helps to overcome abject povertthe able bodied; and

— a system of basic universal pensions for old agalidity and survivorship that in
effect support whole families.

From that basis, national social security systerag grow and provide progressively
higher levels of income security and access tebéiealth care as countries develop and
national fiscal space grows accordingly. A typipaktern of such growth that might be
taken as a benchmark for a developmental pattesinaen in Annex 1.

Extending access to health care, if necessary stgapby additional donor financing,
should undoubtedly be a priority everywhere — bautipularly in countries affected by
mass diseases like malaria and the HIV/AIDS pandemi

The provision of free or affordable access to bagialth services should, in the first
place, be extended to children, the disabled hactlderly.

Extending access to affordable health care shdstulze linked to employment and
income policies, as well as to occupational satetg health policies, with a particular
stress on providing security in the event of an legmpent-related sickness, injury or
accident. This applies both to employees and tlees®loyed. With respect to the first
category, awareness should be raised about theogenpl existing legal obligations to
provide insurance in the event of employment irjdtythermore, employees should be
supported so that they might obtain better legadtqmtion, as well as increased
enforcement of this statutory provision, and enagad to organize mutual insurance,
community-based schemes providing such protecé@nregards the self-employed, the
focus should also be on awareness raising anddla¢ian of mutual insurance schemes.

Family/children cash benefits (conditional or nat school attendance and/or
participation in preventive health programmes) Ww#l effective only if combined with an
attempt to make the health and education humamphysical infrastructure available — not
only hospitals and schools but also doctors andhtra. These services must also be
accessible and affordable. All these factors togetimay be a major input of social
protection to policies aimed at eradicating or preing child labour.

Expanding social protection/social security systems always tantamount to
integrating those in the informal economy into méoemal structures. Alongside this
“formalization” and subsequent economic developmeatial protection may gradually
extend beyond the minimum package described abdabeur market policies may not
only involve job placement but training and retia@) cash benefits for the unemployed
may be put in place; and earnings-related old-dgability and survivors’ programmes
topping-up the basic minimum benefits may covemgng shares of the labour force.
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As stressed by the International Labour Conferenc2001, social security should
promote and be based on the principle of gendealibgu

... this implies not only equal treatment for men aamen in the same or similar situations,
but also measures to ensure equitable outcomewimen. Society derives great benefit from
the unpaid care which women in particular providechildren, parents and infirm family
members. Women should not be systemically disadgaat later in life because they made
this contribution during their working years. ... 8cecurity and social services should be
designed on the basis of equality of men and worlklasures which facilitate the access of
women to employment will support the trend toweagdsnting women social security benefits
in their own right, rather than as dependants.idtare of survivors’ benefits needs to be kept
under review and, in the event of reform, apprdprteansitional provisions must be made to
protect women whose life course and expectations baen based on the patterns of the past.
... In most societies, continued inequalities in eays between men and women tend to affect
women’s social security entitlements. This undedithe need for continued efforts to combat
wage discrimination and to consider the desirabiitintroducing a minimum wage, where it
does not already exist. Where either parent prevadee for children, social security benefits
for childcare purposes should be made availabkhaocaregiver. Furthermore, each society

should consider introducing positive discrimination favour of women where systemic
discrimination is faced.

Technical cooperation principles

The ILO’s technical cooperation with governmentd #re social partners
should include a wide range of measures, in paidicu

—  extending and improving social security coverage;

— developing innovative approaches in the areabofad security to help
people to move from the informal economy to thmdbeconomy;

—  improving the governance, financing and admiaistin of social security schemes;

—  supporting and training the social partners tatazpate in policy development and to
serve effectively on joint or tripartite governibgdies of social security institutions;

—  improving and adapting social security system®aponse to changing
social, demographic and economic conditions;

— introducing means to overcome discriminationuicomes in social security

(International Labour Conference, 2001)

ILO technical cooperation activities are aiming d@chieve the above-described
paradigm in a realistic framework, as guided by tomclusions of the International
Labour Conference in 2001. This can be summarizedhaving two main objectives:
extending social protection coverage and improgagernance.

Extending coverage guarantees increasing accesgaot governance ensures the
logistical and fiscal sustainability of systems.eTprime vehicle for the promotion of the
ILO model is the global campaign on social secuaityl coverage for all. The main tools
are country-based social security actions planishthee to be developed in the context of
decent work country programmes (DWCPs), the UnNetons Development Assistance
Framework (UNDAF), Common Country Assessment (C€xgrcises, as well as PRSPs.
National social security action plans have to beettigped through a process of national
dialogue supported by ILO methodology — for examgiheough social protection
expenditure and performance reviews (SPER) andhlsbadgeting. A detailed technical
cooperation strategy is spelled out in a separpen
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Extending coverage means concretely that socialriée@riorities are identified in
countries (for example, lack of affordable accesisasic health-care services, high-income
insecurity of certain groups of the population sashthe disabled, elderly, orphans, etc.); a
coverage map is then drawn up that identifies wpigpulation groups — and their location
— have no systematic access to that commodity.if8peteasures may subsequently be
developed to close successively the “white areass.-the gaps — in that map. In the case
of housing, a public housing programme might begthesl, as might specific programmes
for special groups — such as time-bound progranforesoldiers returning from conflict.
In the case of health care, it might be establidgh@d a health insurance scheme, which
covers employees in the formal economy, could beneled to reach a much wider
segment of the population. The remaining sharé@pbpulation could then be covered by
a tax-financed system, such as that existing inildim&, or by a subsidized community-
based national health insurance system, as is gdafor Ghana. At each stage of the
developmental plan, a “reality check” by way otcfit affordability and potential resource
mobilization strategies has to be developed. Onthekey outcomes of the process is to
convince national governments that some level feicéf’e social protection is feasible and
affordable at any stage of the plan and to convtheeinternational community that it is
worth spending global development assistance ressuio subsidize well-designed and
responsibly managed social security schemes.

Many countries in Africa — but also in some othe&gions — are generally
characterized by the following: economic featuresmprising limited productivity,
persistently high-inflation rates, high and inciegsinformal economy employment,
skewed income distributions; demographic charasttes, including uneven population
densities, low life expectancies, high birth ratasg issues of governance, relating to weak
subsystems of administration. In short, there lsc& of medium- and long-term planning
and goal-setting. The different country systemsemsentially diverse, with many of the
systems still in an underdeveloped state, whilesthgal security arrangements within a
country are characterized by fragmentation andattle of a clear vision. Although there is
a great need for social security in Africa, factsush as HIV/AIDS, limited and declining
formal economy employment and high rates of inflatmake meeting this need, even
partially, particularly difficult. The low produgtity limits the necessary fiscal space — and
weak and undeveloped systems of governance posenens challenges to efficient
delivery and administration. The coverage of tadepopulations tends to be narrow,
leaving the most vulnerable, in particular thoseural areas, without any form of social
protection. There is therefore a very limited catyato provide adequate social protection.
High levels of unemployment and underemploymeniyel as the inadequacy of current
labour and social protection standards, hampemd#iieery of social protection in these
countries.

In order to tackle the above problems, a stratbgylsl be adopted that starts with:
— advocacy, above all with regard to the extensiosocial security;

—  capacity building at all levels of the adminisitta but also of the social partners and
non-governmental organizations;

— building or strengthening organizations of vasiatakeholders and building links
between them;

—  support of innovative schemes with a high po&fitir coverage; and

— improving and strengthening systems of governancerder to improve service
delivery and regain trust and appreciation of éxgsschemes.
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Although some countries in other regions — sucN@sh Africa and the Arab States
— have quite well-developed and established sa@alrity systems, these systems face
major challenges. These countries are young in deaphic terms, with high youth
unemployment and a high number of migrant workdise major concerns in these
countries should be: extending coverage to migramrkers; gender equality in
employment and social security; the extension afisdosecurity to rural workers; the
extension of the scope of social security to ensumeuch broader access to health care;
and the development of effective labour marketqbedi integrating training, employment
creation and job placement, with various formsngbime security for the unemployed.
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6.

Conclusions

Social security systems are powerful tools to cangmverty and social insecurity
and to achieve greater levels of income equaligopgfe need and want social security.
Social security systems foster long-term economéfgomance, social peace and
international security. In themselves, nationaltesys are changing with respect to the
differential in protection levels for different sgtoups and overall benefit levels. Social
insecurity is increasing at least in some partsttef world. There seems to be a
simultaneous development towards more universatrame of basic systems and a more
differentiated coverage in secondary and tertiantyemes. At the same time, the more
fragmented national systems are acquiring a vastpwver base in domestic and global
capital markets.

There is a need to arrive at a new consensus omeponsibilities of the global
society, the nation State, communities, social neas, civil society and individuals.
Clearly, global minimum social standards and gldlancial transfers are to some extent
substitutes. The key role of the national Statedegeconfirmation. The complementary
and supporting role of the global community has ke defined. The wider the
implementation of minimum social standards at thBomal level — enabled by sufficient
fiscal space — the less international transfersnaexled to combat poverty. It is evident
that social security investments based on prinsipté socially and economically
responsible investment may also substitute for sofméhe lost fiscal space of national
governments. If global minimum standards — defegdinreserving fiscal space for social
transfers — are accepted, then the challenges eh@gHIV/AIDS, other infectious
diseases and other national adjustment processesnoch of their threat.

The ILO global tripartite structure is optimal fimitiating a global debate with a view
to reaching a necessary consensus on the newardethe potential new instruments. It is
also the ideal place to empower the different pisye social security with knowledge and
skills that might contribute to sound national ghabal governance of social security.

But first and foremost the ILO seeks a comprehensigion of a national and global
social security: a system that is flexible to adapthe state of economic development and
yet pursues the key objectives of universality, ggoy alleviation, the containment of
social insecurity through social rights, the proimotof long-term growth and national and
international security and a fair distribution aicome and non-discrimination. The
discussion at the International Labour Conferenc20i01 was a step in that direction. This
paper follows up on the conclusions of that deldatedefining policy priorities and
identifying concrete measures that would help tduce social insecurity, poverty and
unfair inequality of access to opportunities instiglobalizing world. We are convinced
that, in this prospering world, poverty and the stdiorms of social insecurity can be
stamped out and that national social security systean make a major contribution to the
achievement of the Millennium Development Goalswadl as to the improvement of
working and living conditions of all people.
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Annex 1

Development approach of social security

Table 1.

Social security at different stages of economic development

Low-income countries

GNI per capita (2005), less than US$900

Possible range
of public social
spending as %
of GDP

Children/adolescents  Active age population Old age Total 7-12
Access to health care Universal access based on pluralistic financing structures; if necessary supported by 3-5
international financing, separate subsystems for formal and informal sector possible
Access to education/ Universal access, Access to employment 2-4
training supported by cash services
transfers
Income security Orphans benefits; Maternity protection; Universal basic pensions 2-3

child/family benefits,
universal or conditional
on school attendance

universal invalidity and
survivor provisions; self-
targeted public
employment schemes
assisted by targeted cash
transfers if feasible

with national and
international financing;
additional social insurance
for formal sector if possible

Middle-income countries

GNI per capita (2005), US$900-11 000

Possible range
of public social
spending as %
of GDP

Children/adolescents  Active age population Old age Total 10-15
Access to health care Universal access based on pluralistic financing structures 4-6
Access to education/ Universal access Access to lifelong learning 3-4
training to improve employability
and facilitate structural
change
Income security Universal child benefits Maternity protection; Universal access to old- 3-5

universal access to
invalidity and survivor
provisions; labour market
policies including income
support for unemployed;
social assistance

age pensions with
reliable income
replacement levels

High-income countries

GNI per capita (2005), more than US$11 000

Possible range
of public social
spending as %
of GDP

Children/adolescents Active age population Old age Total 15+
Access to health care Universal access based on pluralistic financing structures 5-10
Access to long-term care
Access to education/ Universal access Access to lifelong leaming ~ Access to services 5-8
training to improve employability maintaining working
and facilitate structural capacity if desired
change
Income security Universal child benefits Maternity protection; Universal access to old- 5-10
universal access to age pensions with
invalidity and survivor reliable income
provisions; full range of replacement levels
labour market policies,
including unemployment
benefits, social assistance
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Table 2.  Selected international legal instruments to support development of social security

2.A. Instruments related to access to health care

Access to health care

Children/adolescents

Active age population

Old age

Selected relevant ILO
Conventions

Social Security (Minimum Standards) Convention, 1952 (No. 102)
Medical Care and Sickness Benefits Convention, 1969 (No. 130)

Employment Injury Benefits
Convention, 1964 [Schedule |
amended in 1980] (No. 121)

Occupational Health Services
Convention, 1985 (No. 161)

Selected relevant ILO

Employment Injury Benefits

Recommendations Recommendation, 1964
(No. 121)
Medical Care and Sickness Benefits Recommendation, 1969 (No. 134)

Other relevant Universal Declaration of Human Rights, 1948
instruments

Convention on the Rights

of the Child, 1989

2.B. Instruments related to access to education/training

Access to health care

Children/adolescents

Active age population

Old age

Selected relevant ILO
Conventions

Social Policy (Basic Aims and Standards) Convention, 1962

(No. 117)

Human Resources Development
Convention, 1975 (No. 142)

Labour Administration Convention,
1978 (No. 150)

Vocational Rehabilitation and
Employment (Disabled Persons)
Convention, 1983 (No. 159)

Employment Promotion and
Protection against Unemployment
Convention, 1988 (No. 168)

Selected relevant ILO
Recommendations

Vocational Rehabilitation and
Employment (Disabled Persons)
Recommendation, 1983 (No. 168)

Employment Promotion and
Protection against Unemployment
Recommendation, 1988 (No. 176)

Human Resources Development
Recommendation, 2004 (No. 195)

Other relevant
instruments

Universal Declaration of Human Rights, 1948

Convention on the Rights
of the Child, 1989
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2.C. Instruments related to income security and social security in general

Income security and access Children/adolescents  Active age population Old age
to social security in general

Selected relevant ILO Social Security (Minimum Standards) Convention, 1952 (No. 102)
Conventions

Employment Injury Benefits Convention, 1964 [Schedule | amended in 1980]
(No. 121)

Invalidity, Old-Age and Survivors’ Benefits Convention, 1967 (No. 128)

Employment Injury Benefits Convention, 1964 [Schedule | amended in 1980]
(No. 121)

Employment Policy
Convention, 1964 (No. 122)

Labour Administration
Convention, 1978 (No. 150)

Employment Promotion and
Protection against
Unemployment Convention,
1988 (No. 168)

Maternity Protection Convention, 2000 (No. 183)

Minimum Age
Convention, 1973
(No. 138)

Worst Forms of Child
Labour Convention, 1999
(No. 182)

Equality of Treatment (Social Security) Convention, 1962 (No. 118)
Maintenance of Social Security Rights Convention, 1982 (No. 157)

Selected relevant ILO Income Security Recommendation, 1944 (No. 67)
Recommendations

Workers’ Housing
Recommendation, 1961
(No. 115)

Employment Injury Benefits Recommendation, 1964 (No. 121)
Invalidity, Old-Age and Survivors’ Benefits Recommendation, 1967 (No. 131)
Maintenance of Social Security Rights Recommendation, 1983 (No. 167)

Employment Promotion and
Protection against
Unemployment
Recommendation, 1988
(No. 176)

Maternity Protection Recommendation, 2000 (No. 191)

Minimum Age
Recommendation, 1973
(No. 146)

Worst Forms of Child
Labour
Recommendation, 1999
(No. 190)

Other relevant instruments Universal Declaration of Human Rights, 1948

Convention on the Rights
of the Child, 1989
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Annex 2

Conclusions concerning social security, Internation al
Labour Conference, 89th Session, 2001

1.

In 1944, the Conference recognized “the solebligation of the International Labour Organization

to further among the nations of the world programmviich will achieve ... the extension of social

security measures to provide a basic income tinatleed of such protection and comprehensive
medical care”. It is time for a renewed campaigrthmsy ILO to improve and extend social security
coverage to all those in need of such protectidre Director-General is invited to address the
conclusions set out below with the seriousnessuagdncy they deserve in order to overcome a
fundamental social injustice affecting hundredsdfions in member States.

Social security is very important for the wedlifig of workers, their families and the entire

community. It is a basic human right and a fundaademeans for creating social cohesion, thereby
helping to ensure social peace and social inclustas an indispensable part of government social
policy and an important tool to prevent and alleipoverty. It can, through national solidarity and

fair burden sharing, contribute to human dignityuiey and social justice. It is also important for

political inclusion, empowerment and the developnodéremocracy.

Social security, if properly managed, enhancexyctivity by providing health care, income
security and social services. In conjunction witlgrawing economy and active labour market
policies, it is an instrument for sustainable sbarad economic development. It facilitates struakur
and technological changes which require an adaptaid mobile labour force. It is noted that while
social security is a cost for enterprises, it soahn investment in, or support for, people. With
globalization and structural adjustment policiesial security becomes more necessary than ever.

There is no single right model of social secutitgrows and evolves over time. There are schemes
of social assistance, universal schemes, sociaranse and public or private provisions. Each
society must determine how best to ensure incomerisg and access to health care. These choices
will reflect their social and cultural values, thdiistory, their institutions and their level of
economic development. The State has a priorityirotee facilitation, promotion and extension of
coverage of social security. All systems shouldfaon to certain basic principles. In particular,
benefits should be secure and non-discriminatociiesies should be managed in a sound and
transparent manner, with administrative costs asde practicable and a strong role for the social
partners. Public confidence in social security esyst is a key factor for their success. For
confidence to exist, good governance is essential.

Of highest priority are policies and initiativegich can bring social security to those who are n
covered by existing systems. In many countriesethieslude employees in small workplaces, the
self-employed, migrant workers, and people — mahyhem women — active in the informal
economy. When coverage cannot be immediately peovith these groups, insurance — where
appropriate on a voluntary basis — or other meassueh as social assistance could be introduced
and extended and integrated into the social sgcsyitem at a later stage when the value of the
benefits has been demonstrated and it is econdynisastainable to do so. Certain groups have
different needs and some have very low contribut@pacity. The successful extension of social
security requires that these differences be takém account. The potential of microinsurance
should also be rigorously explored: even if it qatrime the basis of a comprehensive social security
system, it could be a useful first step, partidylan responding to people’s urgent need for
improved access to health care. Policies and iivi¢is on the extension of coverage should be taken
within the context of an integrated national sosgdurity strategy.

The fundamental challenge posed by the informahemy is how to integrate it into the formal
economy. This is a matter of equity and social switg. Policies must encourage movement away
from the informal economy. Support for vulnerabl®ups in the informal economy should be
financed by society as a whole.

For persons of working age, the best way to idea secure income is through decent work. The
provision of cash benefits to the unemployed sholddefore be closely coordinated with training
and retraining and other assistance they may reguiorder to find employment. With the growth
of economies in the future, education and skillah&f workforce will be increasingly important.
Education should be made available to all childeratchieve adequate life skills, literacy and
numeracy, and to facilitate personal growth andyeinto the workforce. Lifelong learning is vital
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to maintain employability in today’s economy. Undayment benefits should be designed so that
they do not create dependency or barriers to emmoy. Measures to make work financially more
attractive than being in receipt of social secuhiyve been found effective. However benefits must
be adequate. Where it is not deemed feasible ablest a system of unemployment benefits, efforts
should be made to provide employment in laboumisitee public works and other projects, as is
successfully done in a number of developing coestri

8. Social security should promote and be basedherptinciple of gender equality. However, this
implies not only equal treatment for men and worretthe same or similar situations, but also
measures to ensure equitable outcomes for womanet@alerives great benefit from the unpaid
care which women in particular provide to childr@ayents and infirm family members. Women
should not be systemically disadvantaged lateiféndecause they made this contribution during
their working years.

9. As a result of the vastly increased participatitbwomen in the labour force and the changingsol
of men and women, social security systems originBkhsed on the male breadwinner model
correspond less and less to the needs of manytiesci8ocial security and social services should be
designed on the basis of equality of men and worbMgasures which facilitate the access of
women to employment will support the trend towagdanting women social security benefits in
their own right, rather than as dependants. Thereaif survivors’ benefits needs to be kept under
review and, in the event of reform, appropriatengitional provisions must be made to protect
women whose life course and expectations have besed on the patterns of the past.

10. In most societies, continued inequalities imnie@s between men and women tend to affect
women’s social security entitlements. This undeditie need for continued efforts to combat wage
discrimination and to consider the desirabilityimtroducing a minimum wage, where it does not
already exist. Where either parent provides carecliddren, social security benefits for childcare
purposes should be made available to the caregiwethermore, each society should consider
introducing positive discrimination in favour of wen where systemic discrimination is faced.

11. The ageing of the population in many socie8es phenomenon which is having a significant effect
on both advance-funded and pay-as-you-go pensistersg and on the cost of health care. This is
transparent in pay-as-you-go systems where a diraposfer takes place from contributors to
pensioners. It is, however, just as real in advdunded systems, where financial assets are sold to
pay for pensions and purchased by the working g¢ioer Solutions must be sought above all
through measures to increase employment ratesplpotd women, older workers, youth and
persons with disabilities. Ways must also be fotmdchieve higher levels of sustainable economic
growth leading to additional numbers in productveployment.

12. In many developing countries, particularly mb<sSaharan Africa, the HIV/AIDS pandemic is
having a catastrophic effect on every aspect ofepaclts impact on the financial base of their
social security systems is particularly acute hasvictims are concentrated among the working age
population. This crisis calls for a much more utgezsponse through research and technical
assistance by the ILO.

13. In pay-as-you-go defined benefit pension systensk is borne collectively. In systems of
individual savings accounts, on the other handk idsborne by the individual. While this is an
option which exists, it should not weaken solidasiystems which spread risks throughout the
whole of the scheme membership. Statutory pensitrerses must guarantee adequate benefit
levels and ensure national solidarity. Supplemgraad other negotiated pension schemes tailored
more to the circumstances and contributory capaditifferent groups in the labour force can be a
valued addition to, but in most cases not a sultetifor, statutory pension schemes. The social
partners have an important role to play with regardupplementary and other negotiated schemes,
while the State’'s role is to provide an effectivegulatory framework, and supervisory and
enforcement mechanisms. Governments should consideany support or tax incentives for these
schemes should be targeted towards low- or mednaonie earners. It is for each society to
determine the appropriate mix of schemes, takingp@ut of the conclusions of this general
discussion and relevant ILO social security stathslar

14. To be sustainable, the financial viability ohpen systems must be guaranteed over the long term
It is therefore necessary to conduct regular a@tugrojections and to implement the necessary
adjustments sooner rather than later. It is essetdi make a full actuarial evaluation of any
proposed reform before adopting new legislation.r&his a need for social dialogue on the
assumptions to be used in the evaluation and oxdkielopment of policy options to address any
financial imbalance.
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15.

16.

17.

18.

19.

Social security covers health care and fanglgdfits and provides income security in the evént o
such contingencies as sickness, unemployment,gadiavalidity, employment injury, maternity or
loss of a breadwinner. It is not always necessawy even in some cases feasible, to have the same
range of social security provisions for all categerof people. However, social security systems
evolve over time and can become more compreheirsikegard to categories of people and range
of provisions as national circumstances permit. Whbere is limited capacity to finance social
security, either from general tax revenues or doumtions — and particularly where there is no
employer to pay a share of the contribution — fisichould be given in the first instance to needs
which are most pressing in the view of the groupserned.

Within the framework of the basic principled seit earlier, each country should determine a
national strategy for working towards social segufor all. This should be closely linked to its
employment strategy and to its other social pdiciEargeted social assistance programmes could
be one means to commence the introduction of seemlrity for excluded groups. As government
resources are limited in developing countries,gheay be a need to broaden the sources of funding
for social security through, for example, tripatfinancing. Where possible, government support
might cover initial start-up costs, in-kind suppiorthe form of facilities and equipment, or sugpor
for low-income groups. In order to be effectiveitigives to establish or extend social security
require social dialogue. Any changes to establistmtal security systems should be introduced
with adequate protection for existing beneficiariesovative pilot schemes are to be encouraged.
Well-designed and cost-effective research is nacgsa order to provide objective evaluations of
pilot schemes. Research and technical assistaageeaessary to improve governance of systems.

ILO activities in social security should be amed in the Declaration of Philadelphia, the decent
work concept and relevant ILO social security statislaSocial security is not available to the
majority of the world’s people. This is a major Bbeage which needs to be addressed in the coming
years. In that regard the Conference proposes that:

— a major campaign should be launched in orderampte the extension of coverage of social
security;

—  the ILO should call on governments to give theésef social security a higher priority and
offer technical assistance in appropriate cases;

— the ILO should advise governments and the s@aehers on the formulation of a national
social security strategy and ways to implement it;

—  the ILO should collect and disseminate exampldxst practice.

Constituents should be encouraged to approach_tbddr special assistance to achieve outcomes
which significantly improve the application of sakisecurity coverage to groups which are

currently excluded. The programme is to be undentase soon as practicable and be subject to
regular reports to the Governing Body.

The main areas identified for future social siguesearch and meetings of experts are:
—  the extension of coverage of social security;

— HIV/AIDS and its impact on social security;

— governance and administration of social secgsistems;

—  equality, with an emphasis on gender and diggpili

— ageing and its impact on social security;

— financing of social security;

—  sharing of good practice.

These activities should form the basis for the frtthevelopment of the ILO policy framework on
social security and should be clearly linked to theher work programme, technical assistance
priorities and activities of the ILO in this area.

The ILO’s technical cooperation with governmegutsl the social partners should include a wide
range of measures, in particular:

—  extending and improving social security coverage;

— developing innovative approaches in the areapoiak security to help people to move from
the informal economy to the formal economy;
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—  improving the governance, financing and admiat&in of social security schemes;

—  supporting and training the social partners tdigpate in policy development and to serve
effectively on joint or tripartite governing bodiessocial security institutions;

—  improving and adapting social security systemeegponse to changing social, demographic
and economic conditions;

—  introducing means to overcome discriminationutcomes in social security.

20. The ILO should complete the programme of workeeemmended above and must report regularly
to the Governing Body on the results of that wdnkereby enabling the Governing Body to monitor
progress and decide how to proceed further.

21. The ILO should continue to develop interagenmyperation in the social security field, including
with the International Social Security Associatidie ILO should invite the IMF and the World
Bank to support the conclusions adopted by the €ente and to join with the ILO in promoting
social justice and social solidarity through théeesion of comprehensive social security.
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