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n recent years ILO work on social security has been conducted within the framework

of the Global Campaign on Social Security and Coverage for All, as mandated by the
International Labour Conference of 2001 and launched formally in 2003. The Cam-
paign focuses on the fact that there still remain many countries in the world where
social security coverage is low or very low, particularly among those with low- and
middle-income levels. The ILO believes that the best strategy for progress in countries
which have yet to develop comprehensive programmes of social security is for these
countries to put in place a set of basic and modest social security guarantees for all resi-
dents as soon as possible, while planning to move towards higher levels of coverage as
their economies develop, as envisaged in both the Social Security (Minimum Stand-
ards) Convention, 1952 (No. 102) and more recent standards prescribing higher levels
of social security provision related to the various contingencies.

Most recently, and in the context of the ongoing global economic crisis, the UN
Chief Executives Board for Coordination (CEB), supported by its High Level Com-
mittee on Programmes (HLCP), and as one of its joint crisis initiatives, has committed
itself to promoting the concept of a social protection floor. This is conceived as having,
essentially, two broad components, one concerned with the provision of services (such
as health care and education) and one with the provision of income support through
social transfers. The ILO and the World Health Organization (WHO), with the sup-
port of the United Nations Department of Economic and Social Affairs (UN-DESA)
and the United Nations Children’s Fund (UNICEF), are leading the effort, through
the building of a coalition of international agencies and donors, to enable countries to
plan and implement sustainable social transfer schemes on the basis of the social pro-
tection floor concept.

Against the background of these two themes in particular, as well as a sharpening
focus amongst a broad range of stakeholders on the role of social security — or, more
broadly, social protection — in combating otherwise intractable poverty, the ILO con-
vened a Tripartite Meeting of Experts on the Extension of Social Security Coverage,
which was held in Geneva in September 2009. The three dozen or so formal partici-
pants in the meeting brought a very considerable breadth of representation and ex-
perience to the discussions, and together with a vibrant group of observers ensured that
the subject was explored both widely and in depth. The meeting thus served to provide
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both a searching examination of the ILO’s approach to the extension of social security
coverage and a valuable indication of the ways in which to go forward in the immediate
and longer-term future.

Accordingly, we have thought it valuable to bring together, firstly the major part of
the reference materials which were prepared in advance of the meeting, and secondly
the conclusions set forth by the Chairperson at the end of the meeting. In addition, we
have taken the opportunity provided by the compilation, by the Social Security De-
partment of the ILO, of a compendium of the effects of non-contributory social trans-
fers in developing countries, to include here the text of the overview. This comprises
an analytical synthesis of recent experiences around the world by way of extension of
coverage, generally designed to combat extreme poverty, which are tabulated in detail;
the accompanying text has been prepared by Professor Armando Barrientos of the Uni-
versity of Manchester.

This set of materials goes far, then, to represent the current state of knowledge as re-
gards the extension of coverage, and justifies, we feel, the title Extending social security
to all: A guide through challenges and options, or simply “the Guide”. The document is
naturally being made available to the widest possible audience through the medium of
the GESS knowledge-sharing platform maintained by the Social Security Department
of the ILO, and we trust will prove to be as valuable a reference to the global commu-
nity of social security stakeholders and practitioners as to ourselves.

This Guide has been compiled from the contributions of many individuals, either
in preparing inputs to the Tripartite Meeting of Experts of September 2009, or who at-
tended the Meeting as delegates or observers. Naturally, the staff of the Social Security
Department of the ILO have been deeply involved in this work, and I would like to
highlight the work of the team which has produced the Compendium, but I wish to
thank in particular the participants in the Tripartite Meeting of Experts, listed in
Annex 2 to this publication, whose active and sharply-focused discussions were essen-
tial to its success.

Michael Cichon
Director
Social Security Department
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he financial, fiscal and economic affordability !

and sustainability of social protection systems has
become — rightly or wrongly — a major concern for
countries at all stages of economic development. This
Guide provides evidence showing both that some level
of social security can be afforded at early stages of na-
tional development; and that social security systems
remain affordable even when economies mature and
populations age — and hence, a country’s national in-
vestment in social security can be well justified, whether
or not an extensive social security system has already
been developed.

Social security represents an investment in a coun-
try’s “human infrastructure” no less important than in-
vestments in its physical infrastructure. At an early stage
of economic development the priority is, of course, to
put in place a basic level of infrastructure; the evidence
adduced here points to its affordability for, essentially,
every country. While this message lies at the heart of
this Guide, it is important to keep in mind that, at a
later stage, the basic level can and should be augmented,
and the ILO’s long-standing approach to social security
offers the framework to do so. The evidence shows that,
almost everywhere, something can be done.

The most dramatic advance in social security cov-
erage worldwide is presently being achieved by social
transfer schemes. During national and global economic
crises, social transfers perform an important role as
combined social and economic stabilizers. The provi-
sion of social protection benefits paid to unemployed
workers and other vulnerable recipients not only helps

to prevent individuals and their families from falling

into deep poverty, but equally to limit the fall in aggre-
gate demand, so limiting the potential depth of reces-
sion and opening the way to recovery.

The rapid extension or introduction of social trans-
fers offers one of the most powerful tools to limit the
social fall-out from the global financial crisis that began
in 2008, and to stabilize aggregate domestic demand.
It is widely recognized that the labour market effects of
the crisis, and hence many of the social problems trig-
gered, are likely to outlast the actual economic down-
turn by a number of years. The UN system as a whole
and many of its agencies have, accordingly, been active
in devising coping mechanisms.

The concept of a social protection floor was warmly
endorsed by the Global Jobs Pact adopted by the Inter-
national Labour Conference in June 2009. Within this
framework, countries that do not yet have extensive
social security are requested to build “adequate social
protection for all, drawing on a basic social protection
floor including: access to health care, income security
for the elderly and persons with disabilities, child bene-
fits and income security combined with public employ-
ment guarantee schemes for the unemployed and the
working poor”. It is urged that “the international com-
munity ... provide development assistance, including
budgetary support, to build up a basic social protection
floor on a national basis”. It was envisaged, accordingly,
that the Tripartite Meeting of Experts convened by the
ILO in September 2009 would contribute to that en-
deavour by helping to define the social security contents
of the social protection floor and map out ways and
means to implement it at the national level. In addition,
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the basis would be strengthened for donor agencies to
help countries setting up national policy development

and implementation processes. The Tripartite Meeting :
g

of Experts thus represented one of the first initiatives by
way of follow-up to the Global Jobs Pact.

The agenda of the meeting was set as follows:

® (o examine recent trends and developments on
various policies aimed at extending social security
coverage and building universal, comprehensive and
fiscally sustainable social security systems;

® o analyse options for the extension of social security
coverage to all along the lines outlined in the ILO’s
Constitution and relevant social security Conven-
tions for countries with different economic and
social conditions to serve as a basis for the design
of appropriate policies within the framework of the
Global Campaign; and

® o identify strategies to promote a set of basic social

security guarantees that will provide the basis for

the gradual move to reach higher levels of protec-
tion, which will represent a major contribution to
the achievement of the Millennium Development
Goals, the fulfilment of the commitment of the Or-
ganization to “the extension of social security to all”
as renewed in the Declaration on Social Justice for
a Fair Globalization, and the strengthening of the
Global Campaign on Social Security and Coverage
for All mandated by the International Labour Con-
ference of 2001.

The Office prepared a background document with the

objective of assisting the debate during the meeting and

facilitating as far as possible the sharing amongst the
participants of a common set of broad objectives.

The present document, forming a “Guide” to the
ILO’s up-to-date approach to social security policy
development, has been compiled largely from the ma-

terials and deliberations of the Tripartite Meeting of

Experts. It includes, essentially, the contents of the
background paper prepared for the meeting, together
with the Chairperson’s summary as formulated at the
closing of the meeting. It has two major parts:

® Part I'sets out the development of a paradigm for the
extension of social protection on the basis of an ana-
lysis of existing needs, existing old and new coverage
patterns and the internationally recognized right to

social security. Chapter 1 begins by taking stock of

the global situation regarding social protection. It
looks at the need for social protection as seen from

various perspectives and in various social and de-
mographic contexts; this is followed by a summary
of a range of international instruments either con-
cerned directly with or referring to aspects of social
security. Chapter 2 develops principles and a policy
paradigm for national coverage extension strategies
and Chapter 3 describes existing and emerging new
strategies. Chapter 4 provides a brief summary of
topical policy concerns and points to the conclu-
sions which may be drawn, even if rather tentatively
from the questions framing the discussions at the
Meeting of Experts.

® Dart II provides the evidence and information base
for the policy considerations in Part L. It includes
a statistical analysis of the existing global cover-
age gap (Chapter 5), and describes a wide range of
recent country experience with alternative meth-
ods of closing the global coverage gap (Chapter 6).
To the material gathered for the meeting itself, the
present document adds an analysis (Chapter 7), in
the form of a synthesis drawn from a new publica-
tion of the ILO Social Security Department entitled
Effects of non-contributory social transfers in develop-
ing countries: A compendinm. This analysis is derived
from the overview written by Professor Armando
Barrientos' for the Compendium and looks at the
wider direct and indirect impacts attributed to the
growing number around the world of significant
and well-established national programmes of cash,
or “social”, transfers.

Four Annexes are included. The first of these sets out
the Chairperson’s Summary of the Proceedings of the
Tripartite Meeting of Experts. Annex II lists the partic-
ipants in that meeting. Annex III comprises a brief note
to clarify as far as possible the technical terminology
used in this document, particularly in Part L.

! Professor and Research Director, Brooks World Poverty Institute,
University of Manchester, United Kingdom.









Every person and every family needs protection from
risks and the resulting insecurities. When this need is
not satisfied for the individual and for households, the

of evidence indicates reduced well-being, increased
exposure to poverty, higher exclusion from access to
health and education, low access to productive activ-
ities, increased prevalence of child labour and so on.
These issues are addressed by authors including: Baeza
and Packard (2006); Beegle et al. (2006); Dercon (2002
and 2007); Fafchamps and Minten (2009). The need
for protection depends to a large extent on several
factors that reflect not only “macro” or national-level

trends but also “micro” concerns at the individual and

household level. The former include factors such as pol-
itical stability, economic trends and price trends, while
the “micro” issues include items such as income, sex,
age, health status, occupation, employment status, the
location of residence and workplace.

When considering these various factors, it is relatively
easy to identify situations that increase vulnerability and
the need for protection. For example, at the individual
level these might include being chronically ill or having
a hazardous occupation. At the macro level they could
refer to a financial crisis or hikes in food prices.' Poor

! The recent food crisis (2008) has threatened macroeconomic stability
and overall growth, which has resulted in further hardship for the 800 mil-

lion people who were already affected by chronic hunger (FAO, 2008), and
whose ranks are likely to be swollen by another 100 million people according

to the World Bank as a further result (World Bank, 2008).

. people with low incomes have very limited capacity to

save and accumulate assets, which directly limits their
ability to deal with a crisis. They typically work in the
informal economy, often in unregulated environments

- with unsafe working conditions. They may suffer poor
adverse effects are many and various. A growing body !

levels of attainment of basic education or literacy, and
often live, perhaps in remote areas, beyond the reach of
preventative or health education programmes; if indeed
they have any social entitlements they are typically una-
ware of them. Those living in such circumstances tend,
in addition, to find themselves facing several risk-laden
situations simultancously, so exacerbating their level of
insecurity.

For poor people, dealing successfully with the risks
they face is often a matter of life or death. However,
risks affect not only the existing poor; they can also

- plunge the non-poor into poverty. Specifically, the
World Health Organization (WHO) estimates that

cach year 100 million people fall into poverty as a result
of the financial burden of health-related risks or the
need to pay for health-care services (Carrin et al., 2005).
The following sections illustrate the diversity of pro-
tection needs and examine the role of income security
and access to health care as tools to meet these needs.

1.1.1 Diversity of circumstances

Whilst everybody has protection needs resulting from
the risks and insecurity they experience, it is important
to remain mindful of their diversity. The notion of the
« » « . » .

most vulnerable” as those “most at risk” is a useful term
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to advance the argument that there is a need for better !

protection for those belonging to this group. How-
ever, it is important to acknowledge that these terms
are a little reductive, and hide the heterogeneity of the
individuals and households they attempt to describe.
Within those social groups described as the “most vul-
nerable”, there is a wide range of different population
characteristics. This results in diverse protection needs
which cannot be satisfactorily addressed in a uniform
manner. It is, of course, impossible here to discuss all
the needs of all groups, but the diversity that exists can
be illustrated through some concrete examples. Three
groups have been chosen to demonstrate this: (i) the
chronically poor (as an income-level group); (ii) agricul-
tural workers (as an occupational group); (iii) children

and the elderly (as two age groups). Many people belong

to the three groups simultancously: they can be elderly,
still work in agriculture and extremely poor.

(i) The chronically poor

Income level has a strong influence on exposure to risks
and on the strategies available to individuals and house-
holds to deal with those risks. The risks to which the
rich and the poor are exposed tend to differ; the inter-
national experience indicates, for example, that the rich
tend to be less exposed to natural shocks and more ex-
posed to man-made shocks. The strategies available for
the poor to mitigate risks are fewer and less efficient

have little access to insurance, either public or private.
The coping strategies the poor utilize, such as selling
productive assets or sending children to work, have

high opportunity costs. Facing such costs and the lack

of alternative means to cope with risks ex posz, poor
people are particularly risk averse and thus unable or
unwilling to engage in higher risk/higher return activ-
ities. In consequence, the poor have less capacity than

the rich for resilience. In summary, the probability of

restoring a household’s income level to that which pre-
vailed before the occurrence of a particular contingency
shows a positive correlation with household income.
The situation of the poor regarding health risks is
a problem of particular concern. Low-income groups
generally face higher levels of exposure to health risks,
mainly as a result of poor-quality housing and sani-
tation, bad nutrition, poor access to clean water, and
working in hazardous jobs. They generally face a much

higher risk of suffering from psychosocial health prob-

lems because they live and work under high levels of

environmental stress, arising for example from over-
crowding and economic insecurity. They also have
to face the stress caused by relatively high levels of ill
health and injury, and of infant death within their
houscholds. They can least afford the resulting direct
and indirect costs, including opportunity costs, when
they must pay for treatment and medication. For these
and other reasons,” their effective access to health care
is often very limited. According to the World Health
Organization (WHO), the difference in the coverage
gapf' measured in 58 developing countries, between
the poorest and best-off quintiles is 33.9 per cent for
maternal and neonatal care (which includes antenatal
care and the presence of a skilled attendant at delivery);
in India and the Philippines, the wealthiest groups are
three times more likely to receive care than the poorest
(WHO, 20084).

Typically occupying the lowest income categories,
the chronically poor (see below) are particularly vul-
nerable to risks. Their numbers are estimated to lie in
the range 320-443 million people, according to the
Chronic Poverty Research Centre (CPRC, 2008, p. 9).
Several groups may be identified who tend to be dispro-
portionately represented among the chronically poor:
indigenous people, nomadic and some caste groups,
bonded labourers, casual workers, rural workers,
women, children, the elderly, widows and households
headed by older or disabled people.

The notion of the “chronically poor” refers to those

- who spend an extended duration in poverty. This is not
than those the rich can adopt. For example, the poor !

the case for the majority of the poor, as demonstrated
in table 1.1 below, which draws on several studies un-
dertaken in various countries. This table shows the dy-
namic and fluctuating nature of poverty. It shows how
large numbers of people are “sometimes poor” com-
pared to “always poor” in a given period of time. This
means that people can be poor, escape poverty and
become non-poor; and likewise, large numbers can be
non-poor and then fall into poverty for a whole host of
reasons.

The condition of permanent, or chronic, poverty
tends to be related to a set of common characteristics
among the chronically poor: these groups experience

* Negative indicators of access to health care, such as living in rural
areas, having a low level of education, or belonging to a group suffering
discrimination, are more frequent among the poor.

* Coverageis defined by WHO as the percentage of people receiving
a specific intervention among those who need it. The coverage gap repre-
sents an aggregate index of the difference between observed and “ideal” or
universal coverage (in four intervention areas: family planning, maternal
and neonatal care, immunization, and treatment of sick children).
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Table 1.1 Percentage of households who are: always poor, sometimes poor, never poor

Countries Years Always poor Sometimes poor Never poor
China 1985-90 6.2 47.8 46.0
Cbdte d’Ivoire 1987-88 25.0 22.0 53.0
Ethiopia 1994-97 24.8 30.1 45.1
India 1975/76-1983/84 219 65.9 12.4
Indonesia 1997-98 8.6 19.8 71.6
Pakistan 1986-91 3.0 55.3 41.7
Russian Federation 1992-93 12.6 30.2 57.2
South Africa 1993-98 227 315 45.8
Viet Nam 1992/93-1997/98 28.7 32.1 39.2
Zimbabwe 1992/93-1995/96 10.6 59.6 29.8

Source: Cited by Subbarao, 2002. While the data for this study was collected some time ago, the essential point that this table conveys is
unchanged - that a large proportion of people fall in and out of poverty.

high insecurity (i.c. insecure environments, no assets
or entitlements); they often have limited citizenship
where they lack a meaningful political voice or polit-
ical representation; they are subject to a spatial disad-
vantage in that they live in remote areas where there
is political exclusion and weak economic integration,
or in areas lacking in important resources, all of which

limits their social mobility; and they face forms of social

domination — chronically poor people are often subject
to social relations of power, patronage and competition

them access to goods and public services (adapted from

CPRC, 2008, p. 1).

The availability of employment opportunities for

the chronically poor is severely limited due to mis-
matches between the pattern of opportunities avail-
able and the complex set of constraints they face. It
is now widely accepted that mainstream development
approaches, especially microfinance, skills develop-
ment, the promotion of cooperatives, micro-insurance
schemes or access to basic social services largely bypass
the chronically poor. This is usually because they are
engaged in daily survival activities, requiring them to
respond to their immediate needs, so that they have
no scope, nor are they in a position, to engage in activ-
ities not providing immediate returns or whose returns
are seen as uncertain. Guaranteeing a basic means of
income to ensure a decent standard of living, at least
over some minimum time span, appears in many cir-
cumstances to be a key condition for enabling them
to make the investment required to develop their ca-
pabilities, access productive opportunities and escape
poverty in a sustainable way.

(i) Agricultural workers

Those workers and operators engaged in a specific sec-
toral or occupational context naturally share a set of
common problems and risks specific to that sector. It is
likely that this specificity extends not only to the chal-
lenges and risks faced, but also to the range of stake-
holders and opportunities that could potentially play
a role in improving access to better jobs and social

- protection. It is natural therefore to focus on occupa-
that can trap them in exploitative relationships or deny

tional or sectoral groups when assessing and tackling

vulnerability.

With a total of over one billion people employed in
agriculture, this sector is the second largest source of
employment worldwide after services, and accounts for
the greatest portion of the rural workforce. Agriculture
is the most important sector for female employment
in many countries, especially in Africa and Asia (ILO,
2008a). Many countries, agencies and international or-
ganizations (ibid. p. 6), including the ILO, consider

that sustaining the agricultural sector is essential for

poverty alleviation and development (ILO, 2008b).

Farms around the world display very different pat-
terns when considering, among other things, their par-
ticipation in national and global markets, their use of
capital-intensive forms of production, their control of
productive factors such as water (irrigation) and land
tenure. These characteristics determine the vulnerabil-
ity of farmers’ activities to important risks. For exam-

. ple, subsistence agriculture is far less exposed to trade

cycle fluctuations, stock market volatility, technologi-
cal obsolescence, and product cycles than is high-input
agriculture that sells products on the export market.
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Nevertheless, it is possible to identify some common

features that lead to high levels of vulnerability for

small farmers and farm workers. The first is poverty.
Three-quarters of the world’s poor live in rural areas.
In eastern and southern Africa, it is estimated that

rural poverty accounts for as much as 90 per cent of |
total poverty and that about 80 per cent of the poor !

still depend on agriculture for their livelihoods (FAO/
IFAD, 2008).

Small farmers and farm workers are accustomed to
sharing their human and financial resources between
domestic and productive tasks, and thus can be ad-
versely affected by problems in either context. For
that reason, houscholds of farmers are directly af-
fected by risks related to agricultural production, such
as drought or other climatic shocks, long-term deple-
tion of soil, forest and water or unpredictable seasonal
variations in the availability of food and employment
(IFAD, 2001, p. 26). The damage caused to crops both
in the field and in storage by insects, rats and other

wildlife, as well as by fire, is also considerable. Another

critical source of vulnerability is the heavy dependence
of agriculture on physical assets, especially land. Land-
less people represent a significant proportion of the
chronically poor in rural areas, notably in South Asia.
In addition, most of the farms found in poor rural
areas are small, undercapitalized and under-equipped,
and have little or no access to either credit or secure
saving mechanisms. They are thus very vulnerable to

shocks of any kind.

Wage employment on small farms in developing

countries is typically casual and seasonal or may not
exist at all. The risks of unemployment, irregularity
and instability of income are significant. The liveli-
hood of wage carners and their families often depends
on a few months of work each year so that their income
security is intermittent, leaving them vulnerable in nu-
merous ways (Savy, 1972). Casual labour provides few

opportunities for households to invest in developing !

skills and building assets, and the unequal power rela-
tion with employers limits the capacity of houscholds
to improve their pay, security or working conditions.
Among economic groups, those dependent on casual

daily wage labour in an environment of uncertain and !

fluctuating employment experience the highest levels
of poverty in rural India (Sundaram and Tendulkar,
2003).

Agriculture is one of the three most hazardous
work sectors. The ILO (2008a) estimates that up to
170,000 agricultural workers are killed every year.
Work is arduous, hours are long and people are exposed

to a wide range of risks including difficult climatic con-
ditions. Millions of agricultural workers are seriously
injured in workplace accidents by agricultural machin-
ery or poisoned by pesticides and other agrochemicals.
It is likely that a typical poor agricultural labourer will
have received, at best, only a very rudimentary level of
vocational training, and this intensifies the risk of inval-
idity or physical injury, which can be especially serious
for such workers and, moreover, represents a serious im-
pediment undermining any attempt they might make
to move from the agricultural sector to a less physically
demanding sector.

Poor rural areas, where the great majority of farmers
and farm workers live, are in general characterized by
a higher incidence of disease and environmental haz-
ards than urban areas. Infectious diseases with high

E prevalence in rural areas include tetanus and tubercu-

losis, as well as parasitic infections carried by water or
insects, such as malaria. At the same time, rural areas
often suffer from a lack of health services. Hospitals and
health centres are few and far between, often short of
both staff and supplies of drugs. Thus, the WHO notes
that “in countries of all income levels the proportion
of health professionals living in urban areas exceeds
the proportion of the general population found there”
(WHO, 2006). And, where services are thinly scat-
tered, the difficulty of access is exacerbated by the cost,
in terms of cash to pay for transport and/or time taken
to reach health centres. Gender inequality is especially
apparent in the health sector in rural areas, resulting in
particularly poor maternal health.

As the above illustrates, the sources of vulnerability
for small farms and farm workers are multiple. Provid-
ing income security and access to health care through
social security provision could help a great deal, as the
available evidence shows (see Chapter 6 of this docu-
ment for some notable examples). These provisions
will engender better and more sustainable results if
implemented on an integrated basis with additional
developmental interventions. Given the diversity of
contexts and groups, there is no single prescription
but, in most cases and in addition to social security
provision, the aim should be to enhance production
and opportunities (for example, securing access to pro-
ductive factors such as land, water and credit, and in-
troducing more productive crop varieties), to improve
access to basic social services, upgrade working con-
ditions, and strengthen rights, political and “voice”
representation.



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

Risks and vulnerabilities differ throughout the course
of life, and here it is worthwhile to consider the risks

which can be identified as specific to different stages
of the life cycle. As Bonilla Garcia and Gruat have sug-

gested, for this purpose it is useful to divide the human
life span into “the prenatal period; infancy; childhood;
adolescence and youth; adulthood (working life); and

older age” (Bonilla Garcia and Gruat, 2003, p. 5). This

sub-section will focus on two particularly vulnerable !

groups in the life cycle: children and the elderly.
Bonilla Garcfa and Gruat observe that the degree of

exposure to risks and the ability to cope with them vary

greatly from one stage of life to another. To state the

or later become a certainty. Along with the process of
ageing comes another risk, that of the loss of health
due to temporary illness or permanent disability that
will become, in due course and in effect, almost cer-
tain. Likewise, it is important to recognize that some
individuals are born with permanent disabilities, while
others will become disabled at some point in their lives,

possibly as a result of work-related accidents. While
cach period of the life cycle reflects the challenges and

opportunities through which each man and woman
defines their own life, it also represents a variety of
risks. The crucial point is that the degree of exposure to

risks and the ability to cope with them do not remain |
constant throughout life, but vary from one stage to

another. Vulnerability should, accordingly, be seen as
a dynamic and relative concept, whose impact on all

men and women varies in a highly uneven way across

time and place (ibid.). As might be expected, there are

in which the life cycle unfolds. Nevertheless, it is pos-
sible to identify some common themes in developing
countries and observe some key age-specific risks and
vulnerabilities.

Children are confronted by a number of age-spe-
cific risks. Many in developing countries experience
nutritional risks that can cause life-long developmen-
tal deficits. They can face acute vulnerability to disease

haps more than any other group, young children are
vulnerable to the risks posed by contaminated water,
poor sanitation and inadequate hygiene. For example,

for washing and cooking, and lack of access to sanita-
tion together contribute to about 88 per cent of deaths

Needs, rights and a promise unfulfilled

. from diarrhoeal diseases, or more than 1.5 million each

- year” (UNICEF, 2007, p. 74).

Some children will be prone to poor school attend-
ance because of domestic or income-earning respon-
sibilities, which are often compounded by economic
shocks or other social traumas. Those children who are
compelled to work must juggle the triple burden of a
job, unpaid care work and schooling. A demanding im-
position such as this can have a long-term impact on
their life opportunities and future productivity. This
is the reality for some 218 million children who are la-
bouring at present (ILO, 2006, p. xi). Large numbers
of these working children are employed in hazardous
work that carries its own significant risks (long hours,
work at dangerous heights or underground). However,

even more disconcerting is the fact that 4 per cent of
obvious, the most basic risk, that of death, will sooner

those children who are economically active are em-
ployed in what are categorized as the “worst forms of

child labour”. They are exposed to extremely high-risk

- activities, including working in hazardous industries,
- prostitution and pornography. Young girls are particu-

larly susceptible to becoming ensnared in these risky ac-
tivities, reflecting their acute level of disempowerment.

In those countries heavily affected by HIV/AIDS,
children are especially vulnerable. Many lose parents to
the disease and forecasts indicate that by 2010 there will
be around 15.7 million children orphaned by AIDS in
sub-Saharan Africa alone (UNICEF, 2007, p. 42). This
situation impacts on the children in a number of nega-
tive ways and they are affected long before their par-
ents die. This is often true for girls, who may be taken
out of school to care for their sick parents and so miss
out on life-improving educational opportunities and
the chance to realize their full potential, or what Sen

- (1999) refers to as their human “functionings”. In add-
considerable differences between countries in the way

ition, children whose care is taken over by other family
members may be uprooted from their existing social
networks and familiar surroundings, becoming in the

- process disturbed and unsettled psychologically (ibid.).

Young girls are subject to some specific risks. In
societies where child marriages prevail, for example,
girls can be subject to increased health risks associated

with early pregnancies. According to UNICEF, “girls

who give birth before the age of 15 are five times more
and infection. This is why UNICEF argues that per- !

likely to die in childbirth than women in their twen-
ties” (UNICEEF, 2008, p. 32). Many gitls, as is true for
women in general, are subject to greater violence, both

. physical and sexual, than boys and men. Asa result they
“unsafe drinking water, inadequate availability of water

must cope with all the associated psychological fallout
and suffering that such traumatic experiences entail

- (ibid. p. 35).
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As with young children, older people are also sub-
ject to specific life-cycle risks. This group is particularly

vulnerable to income insecurity. Typically, this occurs
when individuals are no longer able to work, in the ab-
sence of work-related provision for retirement and/or

state support. According to a UN-DESA report, “nearly
80 per cent of older persons living in developing coun-

tries (about 342 million people) lack adequate income
security” (UN-DESA, 2007, p. 1). This figure could, ac-
cording to the World Economic and Social Survey (UN,

2007a), rise to 1.2 billion by 2050 if appropriate meas-
ures (i.e. the introduction of social pensions) are not !

taken. As a result, many older people will, despite fail-
ing health and fitness, continue to work due to income
insecurity and/or to support dependants.

Today, many grandparents in developing coun-

. work, and of the rights-based approach that has been

tries, particularly in eastern and southern Africa, have
the double responsibility of caring for themselves in
addition to often onerous child-care responsibilities.

The latter is true for countries where AIDS or military
- essential obligations of member States in relation to its

destabilization have resulted in the loss of many mid-
dle-aged adults and in high numbers of orphaned and
vulnerable children. Older people’s vulnerability may
be further heightened by poor health combined with

inadequate health care and inaccessible facilities. The el-
derly can also be subject to neglect and abuse, or be vul-

nerable to war and natural disaster. Many elderly people
in developing countries thus find themselves unable to
escape poverty, often chronic poverty.

It is clear that guaranteeing income security and
providing access to health care are two key social se-

curity measures. These two measures can allow people
to deal with the most significant contingencies they are

likely to confront as they move through their life cycle,
especially when they are in the particularly vulnerable

age brackets of “the young” and “the old”.

In the context of the world community’s discourse
y
around “international human rights”, developed since

the formation of the United Nations, and in particular !
the “basic rights and freedoms to which all humans !

are entitled”," social security has been explicitly recog-
nized as a basic human right, and is enshrined as such
in international legal instruments. This recognition can

* Article 1, Universal Declaration of Human Rights, 1948.

from the identification of social security as one of the
core pillars of the constitutional mandate of the ILO.
This mandate had already been defined and accepted by
the community of States in 1919 and extended in 1944.
While the ILO Constitution of 1919 refers to a “work-
er’s right”, and so appears to be restricted in scope, the
right to social security was extended to a right belong-
ing to “all in need of (...) protection”, by the Declaration
of Philadelphia, adopted in 1944, thus characterizing it
as a universal right. Pursuing its mandate in this regard,
and in its capacity as the responsible UN agency, the
ILO has over the years adopted a range of instruments,
Conventions and Recommendations, laying down con-
crete obligations and guidelines for States to implement
this right. In view of the central place that social se-
curity occupies within the ILO constitutional frame-

followed by the United Nations and the ILO for its re-
alization, this section provides a general overview of the
relevant UN and ILO instruments and highlights the

implementation and progressive realization.

From an international legal perspective, the recogni-
tion of the right to social security has been developed
through universally negotiated and accepted instru-
ments that establish social security as a basic social right
to which every human being is entitled. In this way,
the right to social security has been enshrined in sev-
eral human rights instruments adopted by the United
Nations,” and is expressly formulated as such in funda-
mental human rights instruments, namely the Univer-
sal Declaration of Human Rights, and the International
Covenant on Economic, Social and Cultural Rights
(ICESCR).

Specifically, Article 22 of the Universal Declaration
of Human Rights lays down that:

Everyone, as a member of society, has the right
to social security and is entitled to realization,
through national effort and international cooper-
ation and in accordance with the organization and
resources of each State, of the economic, social and
cultural rights indispensable for his dignity and the

free development of his personality.

* The Convention on the Elimination of All Forms of Discrimin-

i ation Against Women, the Convention on the Rights of the Child, the

be understood as a natural development following on
¢ the International Convention on the Protection of the Rights of All

Convention on the Elimination of All Forms of Racial Discrimination,

Migrant Workers and Their Families, and the Convention on the Rights

i of Persons with Disabilities.



and in Article 25, that:

(1) Everyone has the right to a standard of living
adequate for the health and well-being of himself
and of his family, including food, clothing, housing
and medical care and necessary social services, and
the right to security in the event of unemployment,
sickness, disability, widowhood, old age or other
lack of livelihood in circumstances beyond his con-
trol. (2) Motherhood and childhood are entitled to
special care and assistance. All children, whether
born in or out of wedlock, shall enjoy the same so-

cial protection.

The International Covenant on Economic, Social and

Cultural Rights (ICESCR) stipulates in Article 9 that
. fare and maternity protection” (Article I11(h)), thereby

“[t]he States Parties to the present Covenant recognize
the right of everyone to social security, including social
insurance”.

While the Universal Declaration of Human Rights
constitutes an unchallenged statement of fundamental !

human rights, the ICESCR has the quality of a treaty,
open for signature and ratification® and thus, a key in-
strument for giving reality to these human rights. The

obligation of States in the implementation of these
- cordingly, the ILC directed the ILO to launch a major

rights is one of progressive realization, as they under-
take, upon ratification, to take steps towards the full
realization of the relevant rights, “to the maximum of
their available resources” (ICESCR, Article 2, para. 1).

has undertaken a primary responsibility, since its cre-
ation in 1919, for the realization of the right to social

security. This objective represents a fundamental part
of the Organization’s mandate, being enshrined in its '

original (1919) Constitution, the Preamble of which
expressed the determination to improve conditions of
labour through, inter alia, “the prevention of unemploy-

ment, ... the protection of the worker against sickness, !
disease, and injury arising out of his employment, the

protection of children, young persons and women, pro-
vision for old age and injury.” More recently, the Reso-
Iution and conclusions concerning social security adopted

by the International Labour Conference of 2001 (ILO,
2001c), and the Declaration on Social Justice for a Fair

Globalization, adopted in 2008 (ILO, 2008c), have

both reiterated the resolve that the achievement of

social security as a human right represents a fundamen-

tal part of the Organization’s mandate.

¢ In 2008, 157 States were States parties to the [CESCR.

Needs, rights and a promise unfulfilled

In 1944, the mandate of the ILO was widened by

the Declaration of Philadelphia, which was the first

international legal instrument to stipulate the right to
social security as a right belonging to all, and can be
seen, moreover, as the first moment in history that the

- world community declared its commitment to the ex-
- tension of social security to all. At the same time the

ILO was established as the foremost authority in this
field. The Declaration of Philadelphia was integrated
into the ILO Constitution and laid down the “solemn

. obligation of the International Labour Organization
- to further among the nations of the world programmes

which will achieve”, among others, “the extension of
social security measures to provide a basic income #0 all
in need of such protection and comprehensive medical
care” (Article ITI(f)), as well as “provision for child wel-

extending the protection from workers to all those in
need.

More than 50 years later, in 2001, the International
Labour Conference (ILC) reaffirmed its view of social
security as a basic human right, and its extension to all
in need was restated both as a fundamental part of the
ILO’s mandate and as a challenge that needed to be ad-
dressed seriously and urgently by all member States. Ac-

campaign to promote the extension of social security
coverage. The Global Campaign on Social Security and
Coverage for All was officially launched at the ILC in

As the international agency specifically charged June 2003. Again, in 2008, the ILC confirmed this

with setting international labour standards, the ILO

mandate in the ILO Declaration on Social Justice for a
Fair Globalization by declaring that:

... based on the mandate contained in the ILO
Constitution, including the Declaration of Phila-
delphia (1944), which continues to be fully rele-
vant in the twenty-first century and should inspire
the policy of its Members and which, among other
aims, purposes and principles ... recognizes that the
ILO has the solemn obligation to further among
the nations of the world programmes which will
achieve the objectives of ... the extension of social
security measures to provide a basic income to all in
need, along with all the other objectives set out in

the Declaration of Philadelphia.

In pursuing its mandate since its establishment in
1919, the ILO has adopted a number of Conventions

- and Recommendations which have greatly contrib-

uted to the development of social security as a univer-

© sal human right and to defining this right. Some of

11
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the most important contributions of the ILO in this
regard are the Income Security Recommendation, 1944

(No. 69), which laid down a new doctrine of universal-
ity as the basis for the development of social security.
These two Recommendations reflect a fundamental
change of paradigm in social security policies, as focus
was shifted from the social security protection of work-
ers to the protection of the whole population. The adop-
tion of these two Recommendations paved the way
for the formulation of social security as a human right
in the Universal Declaration of Human Rights and,
some years later, in the ICESCR. In the light of this, all
social security standards adopted subsequently reflect
the right to social security. The universality principle

established by Recommendations Nos. 67 and 69, has

not, however, been found to lend itself to mandatory

expression.
Amongst the currently-valid ILO social security in-

struments, the most prominent is the Social Security !

. with Article 9 of the ICESCR. Throughout the Gen-

(Minimum Standards) Convention, 1952 (No. 102).
It is the only international Convention which defines
the nine classical branches of social security, sets mini-
mum standards for each and sets standards for the sus-
tainability and good governance of those schemes. Over
the years, it has had and continues to have substantial
influence on the development of social security in the
various regions of the world. In this way, it is deemed

to embody an internationally accepted definition of

the very principle of social security (ILO, 2003, p. 20,

para. 53). Furthermore, it has provided the blueprint

for the European Code of Social Security and is re-
ferred to, cither directly or indirectly, in other regional
instruments such as the European Social Charter, the
Treaty of Amsterdam of the European Union, and re-
gional instruments now being developed in Africa and
Latin America. At the national level, the right to social
security has also been recognized in the national Con-
stitutions of a number of countries, for example, Ger-
many, Brazil and India.

As the general international human rights instru-
ments of the United Nations and their supervisory
mechanisms have mostly remained silent as to the
actual definition of the right to social security and
its specific content, it has been left to the ILO, as the
specialized United Nations agency charged with the
mandate of extending social security to all in need, to

establish the parameters and substantive provisions of

this right and assist member States in its implementa-
tion. It is widely recognized that the work of the ILO
in the field of social security and the standards it has

developed “remain the most important source of inter-

. pretation and definition of the right to social security”

(No. 67) and the Medical Care Recommendation, 1944

(Lamarche, 2002). Through its standards-setting activ-
ities, the work of its supervisory bodies and the provi-
sion of technical assistance to member States, the ILO
has played a key role in providing substance to the right
to social security as enshrined in the ICESCR and has
contributed, to a great extent, to the interpretation of
this right, its application in practice and the further-
ance of its implementation worldwide. Thus, since its
creation the ILO has assumed a leading role in the im-

plementation of the right to social security by providing

for the normative aspect of this right in its instruments.

This crucial role of the ILO is highlighted in the
General Comment No. 19 of the Committee on Eco-
nomic, Social and Cultural Rights” (CESCR) on
Article 9 of the ICESCR, which provides detailed ex-
planations to member States on how to implement
the right to social security, as well as guidelines for the
Committee when assessing States partics’ compliancc

eral Comment, several direct references are made to the
ILO and other documents and social security stand-
ards, thus linking the approaches of the ILO and the
ICESCR to dealing with, essentially, the same right.
The General Comment stresses the central import-
ance of guaranteeing human dignity for all people when
they are faced with circumstances that deprive them of
their capacity to fully realize their rights. It defines the
right to social security as encompassing the right to
access and maintain benefits, whether in cash or kind,
without discrimination, in order to ensure protection,
inter alia, from: (a) lack of work-related income caused
by sickness, disability, maternity, employment injury,
unemployment, old age, or death of a family member;
(b) unaffordable access to health care; and (c) insufh-
cient family support, particularly for children and adult
dependants. It further emphasizes the importance of
(redistributive) social security in poverty reduction and
alleviation, preventing social exclusion and promoting
social inclusion. These objectives demand the establish-
ment of non-contributory (for example, tax-financed)
schemes, or other social assistance measures to provide
support to those individuals and groups who are unable
to make sufficient contributions for their own protec-
tion, and so are excluded from more formal social se-
curity schemes — mainly those in the informal economy

7 UN Document E/C.12/GC/19, 4 Feb. 2008. The Committee on
Economic, Social and Cultural Rights is the UN body responsible for
monitoring the application of the ICESCR in national law and in prac-
tice.



(and their families). Such measures should be adopted

with a view to facilitating their inclusion on a progres-
sive basis.

Taking into account the substantial differences in
the level of economic development of States and the
problems encountered by many of them, including for
example low levels of per capita GDP and high levels
of poverty, together with financial constraints related
to high levels of international debts, the obligation of
States parties under the ICESCR is one of progres-
sive realization of the rights implied (Coomans, 1995).
States, however, cannot use the “progressive realization”
provision as a pretext for non-compliance. While any
State that chooses to become a member of the United
Nations, and of the ILO, has the general and funda-

mental legal duty to put in place a minimum level of

social protection for its people, the CESCR notes that
the obligation under the ICESCR has a twofold charac-
ter. On one hand, it allows States a degree of flexibility
in the way they implement the provisions of the Cov-
enant, while on the other hand, it imposes a strict ob-
ligation of realization, albeit gradual, of the respective
rights. On this basis, the Covenant requires States to
realize the material rights as quickly and effectively as
possible. In addition, every State party to the Cove-
nant has a basic obligation to ensure a minimum level
of enjoyment of every right. That is to say that every
right possesses a certain minimum core content with-
out which that right becomes meaningless (ibid.). Ac-
cording to the CESCR, the minimum core content
of each right constitutes a floor below which condi-
tions should not be permitted to fall in any State party.*
Consequently, the CESCR suggests that the failure by
a State to satisfy “a minimum core obligation to ensure
the satisfaction of; at the very least, minimum essential
levels of cach of the rights” (Maastricht Guidelines,
1997) be regarded as a violation of the Covenant. In
this regard, resource scarcity does not relieve States of
certain minimum obligations in respect of the imple-
mentation of the right to social security (ibid.).

* UN Document E/C.12/1993/11, paragraph S. It should further be

noted that the General Comment on Article 9 includes in this minimum

core content, on an indicative basis, the requirement for State parties “to
ensure access to a social security scheme that provides a minimum essen-
tial level of benefits to all individuals and families that will enable them to
acquire at least essential health care, basic shelter and housing, water and
sanitation, foodstuffs, and the most basic forms of education. If a State

party cannot provide this minimum level for all risks and contingencies

within its maximum available resources, the Committee (on Economic,
Social and Cultural Rights) recommends that the State party, after a wide
process of consultation, select a core group of social risks and contingen-
cies” (UN Document E/C.12/GC/19, 4 Feb. 2008, para. 59(a)).

Needs, rights and a promise unfulfilled

A large majority of the global population live in condi-
tions of social insecurity, that is, they have no, or only

- partial, access to formal social security beyond the lim-

ited possibilities of relying on families, kinship groups
or communities to secure their standard of living.
Among this majority, 20 per cent live in abject pov-
erty — the cruellest form of insecurity.

The first of the UN Millennium Development
Goals is to halve the global rate of poor houscholds
between 2000 and 2015. More than half of the time
span to achieve this now lies behind us and it seems
that, globally, the programme is not on track. Worse,
the recent developments in, firstly, food prices, followed
now by the deepest financial and economic crisis for
decades, have caused a dramatic impact that has hit the
world’s poorest most severely. Even the most recent stat-
istics on the number of poor have become outdated in
the view of these developments.

As a result of the current financial crisis many have
lost their homes and their savings (including large parts
of their future pensions), while economic recession,

- which may prove lasting, will cause millions to become

unemployed. An article in The Economist (17 April
2008) put the matter thus:

Famine traditionally means mass starvation. The
measures of today’s crisis are misery and malnutri-
tion. The middle classes in poor countries are giving
up health care and cutting out meat so they can cat
three meals a day. The middling poor, those on $2
a day, are pulling children from school and are cut-
ting back on vegetables so they can still afford rice.
Those on $1 a day are cutting back on meat, vegeta-
bles and one or two meals, so they can afford one
bowl. The desperate — those on 50 cents a day - face

disaster.

Currently, attention usually focuses on easing the
most urgent problems. This is understandable. How-
ever, a structured approach is required, one which gives
sustained not ad hoc solutions. In the context of the
multi-faceted crisis now facing so much of the world,
the need for social protection becomes even more ob-
vious, while lack of access to effective social protection
for a majority of the world population becomes even
more dramatic and disastrous. There is an urgent need
to introduce basic social protection mechanisms where
they are not in place, while simultaneously providing
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necessary support to strengthen the existing social se-
curity schemes; these actions are equally needed, both
as a means to protect men and women against the
worst effects of the crisis and as instruments to support
effective demand in economies and help their recovery.

The value of social transfers and expenditure to
reduce poverty and ensure access to needed services, as
well as the need for social investment and social policies
aimed at protecting the most vulnerable, has been rec-
ognized in recent international fora and by the consti-
tutions, legal texts and governing bodies of many UN

agencies, as well as in the Convention on the Rights of !

the Child” They can make a valuable contribution to
the attainment of the Millennium Development Goals.
The UN’s High Level Committee on Programmes

is developing a common “One UN” concept of a social

protection floor. The ILO together with the WHO, and
with the support of UN-DESA and UNICEF, are lead-
ing the task. At its core is the building of a coalition of
international agencies and donors enabling countries to
plan and implement sustainable social transfer schemes
on the basis of the concept of a social protection floor.

The origin of the concept dates back a number of
years. The idea of “a socio-economic floor” and its re-
lationship to social protection was emphasized by the
World Commission on the Social Dimension of Global-
ization whose final report stated: “A certain minimum
level of social protection needs to be accepted and undis-
puted as part of the socio-economic floor of the global
economy” (World Commission on the Social Dimension
of Globalization, 2004, p. 110). Since then, the term
“social floor” or more precisely “social protection floor”
has evolved to mean a set of basic social rights, services
and facilities that the global citizen should enjoy. The
term reflects the existing notion of “core obligations”, to
ensure the realization of; at the very least, minimum es-
sential levels of rights embodied in human rights treaties.
The United Nations system Chief Executives Board for
Coordination (CEB) suggests that a social protection
floor should consist of two main elements that help to
realize respective human rights."

® See the following documents: G8 Labour Ministers Conference:
Shaping the social dimensions of globalization, Dresden, 6-8 May 2007,
Chair’s conclusions; United Nations, Economic and Social Council
(E/2006)/L.8, para. 19; ILO Declaration on Social Justice for a Fair
Globalization (ILO, 2008¢); World Health Assembly Resolution 58.33
on Sustainable health financing, universal coverage and social health
insurance; and WHO Executive Board resolution EB124.R8 on Primary
health care, including health system strengthening, which endorsed uni-
versal coverage as one of the core elements.

1 See The Universal Declaration of Human Rights, paras. 22, 25
and 26.

® Services: geographical and financial access to essen-
tial services (such as water and sanitation, health,
and education).

® Thansfers: a basic set of essential social transfers, in
cash and in kind, paid to the poor and vulnerable to
provide a minimum income security and access to
essential services, including health care.

In the context of its Campaign to extend social security
to all, the ILO is already promoting the social trans-
fer component of the social protection floor (see ILO,
2008¢), that is, a basic and modest set of essential social
guarantees realized through transfers in cash and in
kind that could ensure a minimum level of income se-
curity and access to health care for all. This approach
was reiterated by the Global Jobs Pact adopted by the
International Labour Conference in June 2009. It en-
joins countries that do not yet have extensive social
security to build “adequate social protection for all,
drawing on a basic social protection floor” and urges
“the international community ... to provide develop-
ment assistance, including budgetary support, to build
up a basic social protection floor on a national basis”.



The International Labour Conference, meeting at its
89th Session in 2001, undertook a General Discussion
on Social Security. The Resolution and conclusions con-
cerning social security contained a detailed list of as-
pects, technical, social, and political, to be taken into
consideration in formulating an approach to the devel-
opment of policy and practice in social security, which
is appropriate for the ILO.

The list of conclusions may be broadly divided into
four sections:

® A list of basic principles, starting from the obser-
vation of the Declaration of Philadelphia of “the

solemn obligation of the [ILO] to further among :

the nations of the world programmes which will
achieve the extension of social security measures to
provide a basic income to all in need of such protec-
tion and comprehensive medical care” (items 1 to 3
of the Conclusions).

® A sct of observations as to the principles and choices
which should inform the development of national
schemes of social security, starting from the pre-
cept that “there is no single right model of social se-
curity” (items 4 to 6 of the Conclusions).

® A rather detailed set of observations concerning the
translation of these fundamental concepts into prac-
tical systems of social protection, within the Decent
Work framework. The starting point is taken to be
“for persons of working age, the best way to provide

a secure income is through decent work”, and leads
to Conclusion 16, that “within the framework of
the basic principles ... each country should deter-
mine a national strategy for working towards social
security for all”. The issues noted range through the
demographic (including ageing) and financial (in-
cluding the need for financial sustainability), but
also cover cross-cutting aspects, notably the need for
gendered responses, and the underpinning to social
protection systems of the solidarity principle (items
7 to 16 of the Conclusions).

® An outline of the way forward, centred on the pro-
posal for a major campaign to promote the exten-
sion of coverage of social security, together with
some guidance as to how the ILO should go about
the necessary linkages with its own constituents,
with the international community of relevant exper-
tise, and with other international agencies.

The remainder of this Chapter is, accordingly, con-
cerned with the manner in which the ILO seeks to
fulfil its role in promoting the Campaign, as seen in the
light of current trends in relation to social security. This
should be seen, however, in a relatively long-term per-
spective, which seeks not to be diverted to any greater
degree than is necessary from the overarching objective
of social welfare by shorter-term considerations, arising
from, for example, the global financial crisis and eco-
nomic downturn ongoing through 2009.

From the discussion in 2001, as well as the Univer-
sal Declaration of Human Rights, the ILO’s mandate
as set out in its Constitution, and the legal instruments
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described in the previous chapter, a small set of essen-
tial elements or principles may be distilled, represent-
ing the basis on which to develop ongoing future policy
and strategic approaches. These may be set out briefly
as follows:

® universality;

® progressiveness;
® pluralism;
[ ]

outcome focus.

The following pages seck to provide some further ex-
planation of the conceptual basis on which these four
features may be seen as “core” elements.

2.1.1 Universality

The emphasis here is on universality of access — access
for all to effective social protection through social se-
curity — and is the most fundamental principle of all in
secking the objectives under discussion. It is clearly at
the heart of the mandate underpinning the Campaign.

It is not, thus, necessarily implied that schemes
which are universal in their application must be put
in place in every country. It is, of course, critically im-
portant to work towards the universality of access for
individuals to formal systems of social protection where
those schemes are designed to achieve the widest cov-
erage. The notion of a universal benefit, payable with-
out distinction to all qualified members of a scheme,
does however fit well into the concept of a rights-
based scheme, perhaps tempered in practice when re-
sources are limited, by some form of targeting of those
resources.

It is increasingly understood that the provision of

benefits under social security has the characteristic of
an investment, in both wider social capital and econom-
ically productive human capital. Accordingly, atten-

tion may be focused on strengthening those aspects of

social protection systems that provide benefits with the
strongest investment characteristics. These might in-
clude: child benefits facilitating access to education and
so helping to break the poverty cycle; access to health
care as a means to help families remain above the pov-
erty line by relieving them of the financial burden of
medical care; and income support that avoids poverty
and creates the security that people need in order to
take risks and invest in their own productive capacity.
A specific approach strongly suggested by this prin-

ciple, certainly in countries which have not yet been

able to develop extensive systems of formal social se-
curity, is the development of a “basic package” of bene-
fits, as described in section 2.3 below.

2.1.2 Progressiveness

The metaphor of a national system of social security as
a multi-storey building is useful, and clearly its develop-
ment should not stop at the ground floor. While it is
suggested that a country may wish — depending on the
stage of development which it has so far reached - to
accord a high priority to the implementation of a basic
benefit package, as described below, this represents just
the first step of an upward szaircase, the objective being
to provide higher levels of security to as many people as
possible, as and when the continuing development of
the national economy permits.

Here, it is useful to reiterate that universality does
not mean uniformity. Realistically, societies at relatively
low levels of economic development cannot be expected
(unaided) to achieve the same levels of social protec-
tion as those at higher levels of development. The op-
portunity for national social security systems to grow
should open up as increasing fiscal space is made avail-
able through economic growth. The critical need is that
systems should be designed in a way which, while (fi-
nancially) progressive, is at the same time both rational,
that is, able to address priority needs in a logical order,
and built in a manner that allows the level of security
to be increased as economic development progresses.
Within an overall national resource envelope, at any
given stage of development, the volume of contributions
and taxes allocated to social security priorities must be
determined on the basis of national consensus.

2.1.3 Pluralism

There are many ways in which a set of basic social se-
curity guarantees, along the lines suggested above,
might be implemented as the first step of a national
social security strategy. Some countries will seek to
extend social insurance and combine it with social as-
sistance, while others will facilitate access to social in-
surance coverage (possibly community-based) for the
poor through subsidies, and still others may put in
place tax-financed universal schemes. A virtually infi-
nite range of choices exists regarding the set of financ-
ing instruments, the design of benefit entitlements
and accumulations, and administrative arrangements,
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including, for example, mechanisms to ensure compli-
ance with contribution obligations and to minimize
the incidence of moral hazard. Each approach has its
advantages and its drawbacks, and each will be deter-
mined by past commitments and national values. The
central objective, ultimately, is that all people enjoy the
basic guarantees.

Worldwide experience and evidence show that there
is no single “right” model for providing social security
and health protection, or one single pathway towards
achieving universal coverage. Social protection evolves
over many years, and often decades, in the light of de-
mographic and economic developments and socio-cul-
tural preferences and traditions. However, the way in
which a range of often inter-related scheme parameters
are determined can have a major impact on the effect-
iveness of the scheme and the efficiency of its adminis-
tration. Within the global picture of diversity, many of
the means to improve the effectiveness and efficiency of
existing systems are well documented.

As a matter of general principle, the various stake-
holders in a social security system should all participate
together in its governance (being represented amongst
the trustees or board members). Regarding financial
arrangements, perhaps the most basic principle — and
one which is critical to enabling the board or trustees
to exercise their supervisory responsibilities — is that a
social security fund (if comprising real assets) should

be maintained and accounted for entirely separately

from the (central) government budget. To the extent
that funds may be subsidized from general revenue re-
sources or, conversely, where reserves may function as a
“cheap” source of funds for the treasury, transparency
of the finances is essential. The ILO has developed a
range of tools needed for financial governance, through
the assessment of these financial relationships and their
sustainability against the background of future de-
mographic and economic developments. These tools
include, for example, standardized social protection
expenditure and performance reviews (SPERs) and the
technique of social budgeting.

2.1.4 Outcome focus

It is the outcomes of national social security strategies
that matter, not the ways and means through which
countries set out to achieve those outcomes, which — as
observed in the paragraphs above — can and should be as
diverse as the circumstances of countries themselves. By
its nature, social security is a subject of some technical

complexity, and it has long been a feature of work on
the subject that theorists and practitioners have sought
deeper understanding both of those technicalities and
of the supposed “trade-offs” between, for example,
maximizing beneficiaries” welfare and maximizing eco-
nomic efficiency. Taking a broader view, however, may
well lead to the view that the resulting outcome is now
an insufficient degree of attention to the real objectives
of policy-making and practice in social protection. The
central tenet of a new approach is, therefore, that the
focus and emphasis should now be shifted appropriately
towards outcomes, that is, the actual payment and suffi-
ciency of benefits paid to those having a right to or need
of such benefits, and correspondingly away from the de-
tailed mechanisms of scheme design.

In carrying out technical advisory and capacity-
building services in relation to social security, the ap-
proach followed — naturally within the mandate of the
ILO as laid down in the Constitution and reflected in
the Conventions and Recommendations — is intended,
thus, to be essentially pragmatic, focusing on the quest
for optimal social outcomes rather than engaging too
deeply in academic debates as to the processes and
methods for achieving these outcomes.

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

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

® Universal coverage of income security and health sys-
tems: All (permanent and temporary) residents of
a country should have gender-fair access to an ad-
equate level of basic benefits that lead to income se-
curity and comprehensive medical care.

® Benefits and poverty protection as a right: Entitle-
ments to benefits should be specified in a precise
manner so as to represent predictable rights of resi-
dents and/or contributors; benefits should protect
people effectively against poverty; if based on contri-
butions or earmarked taxes, minimum benefit levels
should be in line with the Social Security (Mini-
mum Standards) Convention, 1952 (No. 102), or
more recent Conventions providing for higher levels
of protection, and the European Code of Social Se-
curity of the Council of Europe.
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® Collective “actuarial equivalence™ of contributions
and benefit levels: The benefits to be received by
scheme members should represent both a mini-
mum benefit replacement rate and a minimum rate
of return in case of savings schemes, which in turn
must adequately reflect the overall level of the con-
tributions paid; such minimum levels should be ef-
fectively guaranteed, preferably by the State.

®  Sound financing: Schemes should be financed in such
a manner as to ensure to the furthest extent possible
their long-term financial viability and sustainability,
having regard to the maintenance of adequate fiscal
space for the national social security systems as a
whole and individual schemes in particular.

® Responsibility for governance: The State should
remain the ultimate guarantor of social security
rights, while the financiers/contributors and ben-
eficiaries should participate in the governance of
schemes and programmes.

The following paragraphs relate to national strategies
and approaches for developing appropriate, effective
and efficient systems of social security. Some inferences

may be drawn as to the role of the ILO in supporting

its member States and its constituents in this quest,
through the vehicle of the Campaign.

In the light of the formal, “legalistic” considerations
and the basic principles underlying the ILO’s approach
discussed above, a conceptual strategy for the Campaign
to extend social security coverage can be seen to be two-
dimensional in nature. One dimension comprises the
extension of some income security and access to health
care, even if at a modest basic level, to the whole pop-
ulation. This dimension may be called horizontal ex-
tension. The second dimension would seck to provide
higher levels of income security and access to higher-
quality health care at a level that protects the standard
of living of people even when faced with fundamental

' Expressions such as “actuarial equivalence” (or “actuarial fairness”)
are not defined in a universally-agreed way, indeed attracting some contro-
versy, and should not, perhaps, be treated as having too precise a technical
meaning. While, however, it is difficult to encapsulate in a pithy phrase,
the idea represented here — broadly that on a basis which is collective and
long-term the members of a social security scheme, specifically a pension
scheme, should perceive that the basis on which benefits will be awarded
reflects fairly their input by way of contributions — is itself important.

life contingencies such as unemployment, ill health, in-
validity, loss of breadwinner and old age. This dimension
may be called the vertical aspect of extension.

Figure 2.1 shows the strategic framework in sche-
matic form. The horizontal dimension seeks to extend a
basic level of core benefits to as many population groups
as possible as fast as possible, while the vertical dimen-
sion seeks to increase the scope of the coverage — the
range and level of benefits — to the level that is described
in Convention No. 102, and preferably to a higher level
as defined in other more recent ILO Conventions.

2.2.1 The horizontal dimension

No matter what the multiplicity and severity of sources
of insecurity are and the ability to tackle them, social
security should ensure that two fundamental needs are
met for all, namely: basic income and access to health
care. At the same time emphasis on the importance of
social security should not obscure the fact that there are
numerous other interventions available to reduce inse-
curity, nor should it undermine the need to strengthen
the relationship between social security provision and
other aspects of public action.

It is not necessary to argue for the importance for
every houschold and individual in the world of having
(at least) a basic income. Ultimately, obtaining an
income is self-evidently one of the key motivations in
contemporary society everywhere. The Income Security
Recommendation, 1944 (No. 67) provides a further
description of the aim of income security schemes. For
instance: “income security schemes should relieve want
and prevent destitution by restoring, up to a reasonable
level, income which is lost by reason of inability to work
(including old age) or to obtain remunerative work or
by reason of the death of a male breadwinner” (para. 1).

What constitutes a “reasonable level” is an open
question. It applies equally to the definition of basic
income security as well to what constitutes essential
health care. It relates to needs, for example in relation
to health services, and also to political choices and dis-
cussions of affordability at the national level. Despite
the patent need for income security and access to health
care and the establishment of the universal right to
social security, exclusion from coverage remains very
high worldwide, notably in the developing world, as dis-
cussed in detail later in this Guide.

Now, however, the UN Chief Executives Board, re-
inforced by the ILO’s Global Jobs Pact, has pointed to

a new strategic approach to the need for a horizontal
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Figure 2.1 The scope for increasing coverage to population groups
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extension through the promotion of a set of basic social
security guarantees within the framework of a wider
social protection floor. This concept, as the cornerstone
of the policy framework, is developed further in sec-
tion 2.3 of this chapter.

2.2.2 The vertical dimension

The social protection floor concept represents a crucial
strategic approach to the issue of horizontal extension
of coverage amongst vulnerable and excluded popula-
tions, notably those working in the informal economy.
Countries at lower levels of economic development
cannot, in the short term, offer the integrated protec-
tion of social security at the benefit levels and the range
of contingencies that are defined in ILO social security
standards.

As countries achieve higher levels of economic de-
velopment — and gain fiscal room for manoeuvre — it
is to be expected that steps will be taken, within the
framework of the Conventions” to put in place corre-
spondingly higher levels of provision. The objective will
be to build a level higher, and with wider perspectives,

* The Social Security (Minimum Standards) Convention, 1952
(No. 102) and the subsequent Conventions setting out stronger levels
of protection in relation to the various contingencies: the Employment
Injury Benefits Convention, 1964 (No. 121); the Invalidity, Old-Age and
Survivors’ Benefits Convention, 1967 (No. 128); the Medical Care and
Sickness Benefits Convention, 1969 (No. 130); and the Maternity Pro-
tection Convention, 2000 (No. 183).
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than simply the ground floor level. This is the vertical
dimension.

It is obvious that population groups with income
levels higher than the “poverty line” will seek, and have
a right, to create social security measures for themselves
that provide significantly higher levels of income re-
placement in case of loss of income than those that may
be deemed adequate as mere poverty protection. The
mechanisms to achieve such levels of income replace-
ment, or access to quality health care, are fairly well
developed, ranging from social insurance, through com-
munity-based protection systems and tax-financed de-
fined benefit schemes, to mandatory private insurance.
ILO Conventions stipulate minimum benefit levels and
thus help to promote effective income replacement in
countries where they are ratified. In other countries
they provide a unique set of internationally accepted
minimum benchmarks for benefit levels against which
to assess the design of national social security systems.

2.2.3 The social security staircase

The metaphor that thus emerges for the extension of
social security coverage is the image of a social security
staircase. The floor level comprises a set of basic guaran-
tees for all. For people with tax-paying or contributory
capacity, a second level of benefits as a right (defined
and protected regarding the minimum levels by law)
can be introduced and, finally, for those with the need
or wish for high levels of protection, a “top floor” of
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Figure 2.2 The social security staircase
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voluntary private insurance arrangements can be or-
ganized (but should be subject to regulation and public
supervision in the same way as all private insurance
schemes). This metaphor is appropriate to countries at

all stages of development, albeit that the number of %

people whose only protection consists of basic social
guarantees is naturally larger in countries at lower levels
of economic development.

Noting the current high levels of exclusion, the Inter-
national Labour Conference, meeting in its 89th Ses-

sion in 2001, stated in its Conclusions Concerning

Social Security: “Of highest priority are policies and
initiatives which can bring social security to those who
are not covered by existing systems.” Accordingly, the
Global Campaign on Social Security and Coverage for
All was launched at the 91st Session of the ILC in 2003
with the aim of supporting this extension of coverage.
In order to translate into practice the aim of provid-
ing income security to all, including financial protec-
tion against catastrophic health expenditure together

with access to health-care services, while recognizing

that developing countries face strong financial con-
straints, the ILO recommends that they first aim to
put in place a basic and modest set of social security
guarantees.

With regard to income security, the suggested social
security guarantees consist of providing income security
to those who cannot or should not work: in particular

to children (combined with other policies facilitating -

their access to health, nutrition and education), to preg-
nant women, to older people and to people with dis-
abilities. At the same time, income support should be

combined with employment guarantees and/or other
labour market policies for those able and willing to
work, but who are excluded from access to employment
that would provide sufficient income.

Organizing income security guarantees for these
particular population groups with specific needs goes
far towards achieving the overall objective.’ Provid-
ing specific child maintenance support to households
is motivated by the need to secure the well-being of
dependent children. Elderly and disabled people, who
are generally unable to earn sufficient or any income
by working, depend directly on income support for a
dignified life and, for that reason, need specific atten-
tion. For the working-age population, income security
should prevent destitution stemming from insufficient
income-earning opportunities or unemploymcnt. It
should go hand-in-hand with policies fostering access to
remunerative employment and activities in the broader
context of the Decent Work Agenda.” This segmenta-
tion, moreover, facilitates the possibility of sequential
implementation of the basic set of guarantees according
to the priorities and capacities of individual countries.

In relation to health care, while social security sys-
tems should provide financial protection against cata-
strophic health expenditure, attention should also be
given to the specific needs of different population groups
(children, women, the elderly, and so on) in defining an
essential health-care benefits package at national level,
the ultimate goal being the achievement of the require-
ments of ILO Conventions Nos. 102 and 130.

In summary, the basic set of guarantees promoted
by the ILO aim at a situation in which:

® 2]l residents have the necessary financial protection
to afford and have access to a nationally defined set
of essential health-care services, in relation to which
the State accepts the general responsibility for en-
suring the adequacy of the (usually) pluralistic fi-
nancing and delivery systems;

® ]| children have income security, at least at the level
of the nationally defined poverty line level, through
family/child benefits aimed at facilitating access to
nutrition, education and care;

® 2] those in active age groups who are unable to
earn sufficient income in the labour market should
enjoy a minimum income security through social

* This would correspond with the ILC’s 2001 statement that “all”
should be covered.

* Thus, income security for this group is meant to have an enabling
function, which opens up opportunities for developing forms of autonomy
that bolster their capacity to face risks and address their needs.
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assistance or social transfer schemes (such as income
transfer schemes for women during the last weeks
of pregnancy and the first weeks after delivery) or
through employment guarantee schemes;

® all residents in old age and with disabilities® have
income security at least at the level of the nationally
defined poverty line through pensions for old age
and disability.

The level of benefits and scope of population covered
(for example, age eligibility for social pensions) for each
guarantee should be defined having regard to national
conditions (potential fiscal space, demographic struc-
ture and trends, income distribution, poverty spread
and gap, and so on), political imperatives, the charac-
teristics of groups to be covered and expected outcomes.
In no circumstances, however, should the level of bene-
fits fall below a minimum that ensures access to a basic
basket of food and other essential goods and services.
Modelling tools can help assess costs and budget im-
plications of different scenarios of benefits. Decision
making at the national level may benefit from evidence
from other countries on the outcome of similar initia-
tives, together with micro-simulation techniques.
While the content of the health-care benefit pack-
ages has to be defined at the country level, it is im-
portant that certain minima are provided in order to
achieve the overall objective of social health protection.
Benefit packages need to be designed with a view not
only to generic priorities but also to equity and afford-
ability, and paying regard to the needs, demands and
perceptions of individuals.* While keeping the principle

of universality in mind, this definition should focus, in

an integrated way, on the most vulnerable; there may

be a need for targeted interventions. In this context, a
“one-size-fits-all” approach is likely to be insufficient
and ineffective, and will not contribute to achieving the
overall objectives of social health protection.” An inte-

* Defined as a degree of disability that excludes them from labour
market participation.

¢ This involves: a) covering health care needs in terms of structure

and volume of burden of disease; b) responding to demands in terms of

quality and expectations; c) defining benefits in terms of primary, sec-
ondary (and tertiary if available) care and preventive care; d) ensuring the
legal right to health, sick leave and maternal leave.

7 Attention should be given to addressing chronic diseases including
long-term care as well as to reducing maternal, neo-natal and under-five
mortality. The latter is globally among the greatest challenges of social
health protection. According to the World Health Report 2005 (WHO,
2005), 11 million children under the age of five die each year. The same
is true for some 500,000 mothers during maternity. It is also necessary to
cover neglected diseases and the concerns of minorities.

gral part of benefit packages should consist of financial
protection — in addition to effective access to health
care — in order to shield the poor and avoid underutili-
zation of health services.” The definitional questions of
effective access to health care are discussed in Chapter 3.

Combating exclusion from social security requires
that benefits be secured through an effective social
guarantee. In many countries such a guarantee forms
part of a social contract, which may be implicit or ex-
plicit (perhaps, as is often the case for health provi-
sion specifically, stated in the national Constitution)
or take other legal forms. Despite the existence of such
pledges, there can be a lack of an explicit guarantee and
of effective mechanisms for people to realize their en-
titlements. Very often this leaves many members of so-
ciety excluded from social security benefits. To avoid
such problems, it is proposed that the set of benefits is
guaranteed by the State and should be ensured for all
potential beneficiaries (all members of society, in the
case of health provision) through sustainable financing,
adequate regulation and monitoring and the possibility
of appeal when the guarantee is denied.

In summary, the rationale for introducing a basic
set of social security guarantees is grounded in rights,
but the level and scope of benefits in any given coun-
try will reflect the prevailing mix of needs and the cap-
acity to finance the benefits. However, no discussion
about guarantees can avoid the question of affordabil-
ity. While it is important to recognize the political and
normative nature of the notion of affordability, it is
also necessary to recognize the very real and severe re-
source constraints faced by developing countries, espe-
cially low-income countries. In addition, it is important
to recognize national and institutional capacity con-
straints and the governance aspects of delivering social
security benefits. Accordingly, the set of basic social se-
curity guarantees is formulated in such a way as to heed
the fiscal reality of developing countries.

Part of the acknowledgement of fiscal reality in-
volves defining an adequate level of benefits and pri-
oritizing the way in which they are implemented.
A national forward-looking social security strategy and
diagnosis of priority needs can help to sequence the im-
plementation of various social programmes and policy
instruments, and this can be valuable when the full
basic set of social security guarantees cannot be im-
plemented at once, providing for immediate benefits

® This requires reducing cost sharing, out-of-pocket payments and
other indirect costs such as transport costs and catastrophic health expen-
ditures.
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in terms of poverty reduction, pro-poor growth and
social development. Such an approach can ensure that
the relevant social programmes and policy instruments
are integrated into broader development frameworks.
As countries achieve higher levels of economic develop-
ment, their social security systems can also advance in
parallel, extending the scope, level and quality of bene-
fits and services provided.

The financial, fiscal and economic affordability
and sustainability of social protection systems has
become - rightly or wrongly — a major concern for

countries at all stages of economic development. During !

the last decades, much has been talked and written
about the financial sustainability of higher levels of pro-

tection, notably the necessity to contain costs in ageing

societies. This is not the core topic of this review, but a
few observations are in order at this point to refute the
notion that setting up redistributive social transfer sys-
tems necessarily sets countries on a path towards long-
term unsustainability.

On the contrary, the evidence shows increasingly

both that:

® some level of social security can be afforded at early
stages of national development; and

® social security systems remain affordable even when
economies mature and populations age;

and hence, in brief, that a country’s national invest-
ment in the social security staircase can be well justi-
fied, whether or not an extensive social security system
has already been developed, recognizing that economies
mature and populations age.

Taking that as the point of departure, the following

section turns to questions concerning the affordabil-
ity of social security, mainly (but not only) in poorer
countries.

2.4.1 The affordability of mature
social security systems

The sustainability of relatively extensive social security
systems at later stages of the economic development

process is often questioned, usually in the context of

European countries facing dramatic increases in their

old-age dependency rate. In 2050, it is expected that
there will be two working-age people per elderly citizen
in the European Union, as opposed to the current ratio
of four to one.

Ageing will drive up expenditure on pensions and
health care in the decades to come. However, given the
expenditure consolidation measures that many coun-
tries deployed during the last two decades, this need
not pose a major threat to the financial equilibrium of
national social protection systems and/or the fiscal bal-
ance of government budgets. Even if; in the worst case,
the demographic challenge is not well managed, the
effects on the sustainability of national social transfer
systems, even in countries with highly developed sys-
tems, may be less dramatic than is commonly assumed.
The latest available forecast by the European Union
Economic Policy Committee on the combined cost of
the most important social security benefits as a result of
ageing populations is shown in table 2.1.

The table indicates that the expected average in-
crease in national social expenditure is less than
five percentage points of GDP over the next five dec-
ades, which, while substantial, should not prove un-
manageable. However, there are significant differences
between individual countries, which have less to do
with the ageing process itself than with the specific
characteristics of programmes, including their financ-
ing, eligibility and benefit generosity. The projections
take into account expected effects of social security re-
forms already legislated and implemented (including
new benefit formulae and increased retirement age) as
well as expected increases in labour force participation
and employment rates.

Social security programmes in the EU and OECD
countries have been shown to be effective in their main
target: to compress income inequality and reduce pov-
erty. Broadly, the higher the social expenditure, the
lower the poverty rate. Income inequality in the Scan-
dinavian EU countries and the Netherlands (with
high social expenditure and Gini coefficients ranging
between 0.225 and 0.261) is much lower than in some
other countries with lower levels of social expenditure,
notably the “Anglo-Saxon” countries of the United
Kingdom, Ireland and the United States (where Gini
coefficients are well above 0.3). All these countries have
high labour force participation rates; hence these dif-
ferences do not originate from differences in the pro-
portion of economically active people. The percentage
of children who grow up in poor houscholds is around
3 per cent in the Nordic countries, compared with fig-
ures of 16 per cent in Ireland and the United Kingdom
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Table 2.1 Expected increases in European Union social expenditure, 2007-2060

Level in 2007 2035 2060
(% of GDP) (Change from 2007 in percentage points)
Pensions 10.6 +1.7 +2.4
Health care 6.7 +1.0 +1.5
Long-term care 1.2 +0.6 +1.1
Unemployment benefits 0.8 -0.2 -0.2
Education 4.3 -0.3 -0.2
Total 23.6 +2.8 +4.6

Source: European Commission, 2009a, table 1.

and 22 per cent in the United States. The percentage of |
the elderly living below the poverty line in the Nether-
lands is 1.6 per cent while in Ireland it is 35.5 per cent.”
When these figures are compared with the resources
that these countries spend on social transfers — 24 per
cent on average in the Scandinavian countries and the
Netherlands, against 17 per cent on average in the
three Anglo-Saxon countries'® — then it can be con-
cluded that, while outcomes are not necessarily uni-
form across countries, social protection, if sufficiently !
endowed with resources, is effective in its main ob-
jective of reducing income inequality and poverty.
OECD research has shown, in fact, that the relation-
ship between non-elderly poverty rates and the share

of (cash) social transfer expenditure in GDP is statisti-
cally significant."

The above figures also help to refute arguments that
high levels of social expenditure are unaffordable in the
light of global competition. Taking an historical and
worldwide perspective, it can be shown that those coun-
tries most successful in achieving long-term sustainable
growth and poverty reduction have all put in place ex-
tensive systems of social security; at the same time all
have open economies. While strong evidence may be
lacking to date demonstrating a causal link between

® These figures are from the OECD Social Indicators database.
Smeeding (2006) provides figures from the Luxembourg Income Studies
database - his figures point to differences of similar magnitude between
these countries.

' Adema and Ladaique (2005). The figures represent net direct
public social expenditure. Apart from public schemes, some countries
operate private social insurance schemes. This is the case, for example,
in the Anglo-Saxon countries but also in the Netherlands. Differences
between countries in terms of their total social expenditures are therefore
less than the public figures suggest. It appears however, from the figures
listed in the main text that represent the macro social impact (in terms
of poverty reduction) that these private schemes do not target as well as
the public schemes do.

" Smeeding (2006), with R2 = 0.6099.

social security and positive economic performance,
what is known is that the two co-exist in all successful
countries. OECD countries have made the decision to
invest heavily in social security — generally more than
20 per cent of GDP - as part of their long-term growth
and poverty reduction strategies. And, what is perhaps
more important, they started to do so when they were
poor. These countries all embarked at some stage on
strategies, which proved successful, promoting growth
with equity.

However, their recent history has also shown that
high social expenditure alone is not a sufficient condi-
tion for success in terms of reducing poverty and in-
equality and supporting economic growth. Observation
shows that one necessary condition for success is, in
broad terms, good governance. In such a framework, by
implication, while social expenditure will be wisely al-
located and contained in an economic upturn, avoiding
unjustified dependency on transfers, such expenditure
should be allowed to expand at need in times of eco-
nomic and social crisis.

During national and global economic crises, social
security systems perform an important role as com-
bined social and economic stabilizers. The provision of
social protection benefits paid to unemployed workers
and other vulnerable recipients not only helps to pre-
vent individuals and their families from falling into
deep poverty, but equally to limit the fall in aggre-
gate demand, so limiting the potential depth of reces-
sion and opening the way to recovery. It is critically
important in many countries where unemployment
benefits and other social security and income support
programmes exist, that strengthening them through
widening the eligibility conditions, increasing benefit
amounts or increasing their budgetary allocations, is
included as part of the respective economic stimulus

package.
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However, social security systems presently face the
inevitable dilemma that, in times when they are most
needed to provide income support, they experience the
lowest level of revenues. This may require fairly heavy
anti-cyclical spending by governments, together with
allowing the depletion of social security reserves. To
deal with an earlier crisis, in 1935, the United States
Government introduced pensions and unemployment
benefits as part of the New Deal policies. Again, in Sep-

tember 2008 the US Congress adopted an extension of

unemployment benefits as part of a broader economic
stimulus package to promote job creation and preser-
vation, invest in infrastructure, and provide economic
and energy assistance. Likewise, increased allocation
to different social security programmes represents an
important part of the European Economic Recovery
Plan. In recommending the stimulation of demand in
the short term, this document (European Commission,
2008, p. 8) states:

Measures that can be introduced quickly and tar-
geted at households which are especially hard hit
by the slowdown are likely to feed through almost
directly to consumption, e.g. temporarily increased
transfers to the unemployed or low-income house-
holds, or a temporary lengthening of the duration
of unemployment benefit.

Clearly, schemes of social security and social assistance
represent major instruments to be used (certainly by the
governments of OECD countries) to stem the social
fall-out of such a crisis.

Furthermore, one of the consensus conclusions
following the Asian financial crisis in the late 1990s was
that, with income support programmes in place, the
impact of the crisis would have been much less damag-
ing. Nevertheless, while some countries, such as the Re-
public of Korea, accelerated the implementation of its
unemployment insurance scheme for formal economy
workers and strengthened its social security coverage
in general (a strategy later followed by Thailand), the
majority of the world population still lack any access to
social security provision.

Nonetheless, in a number of industrialized coun-
tries policies need to be developed to ensure the ne-
cessary fiscal space for social transfers, especially when
faced with budgetary pressures building up due to the
necessity of financing huge stimulus packages. There are
already signs that social spending will, in future, have
to be adjusted as countries face the need to finance the
levels of debt associated with the crisis.

2.4.2 The affordability of basic systems

Despite their potential positive effects on social and eco-
nomic stabilization, investments in social security have
not been seen to form a significant part of development
strategies in low-income countries, even though many
of these countries experienced a long-lasting social crisis
before the onset of the present global economic down-
turn. It seems that most governments have simply as-
sumed that social transfers are too big a burden on
developing economies and would compromise growth.
However, the economic arguments in favour of making
resources available for investments in social security are
overwhelming. It is noteworthy that the World Bank
takes up the theme, in its World Development Report
2005, that poverty is a risk to security and lack of se-
curity is a hindrance to the investment climate. Beyond
argument, productivity is a characteristic of people who
enjoy a minimum level of material security and so can
afford to take entreprencurial risks, of those who are
healthy and not hungry, and of those with at least a rea-
sonable level of schooling. Without basic social transfer
schemes that foster health, adequate levels of nutrition
and social stability, a country simply cannot unlock its
full productive potential.

The amount of public resources allocated to social
security does matter with respect to levels of actual cov-
erage and social outcomes. One clear example comes
from health care. It can be shown that, on the basis of
statistics for mortality rates in different countries, there
is a statistically significant correlation between the ratio
borne by out-of-pocket payments to public health ex-
penditure and various indicators of mortality (including
adult mortality rates, child mortality rates and healthy
life expectancy). If private out-of-pocket expenditure is
not matched by even bigger public health expenditure
(i.e. expenditure from government budget(s) and social
security schemes) higher mortality and reduced healthy
life expectancy rates in the population can be expected.
The same applies to investments in cash benefits pro-
viding income security in old age, disability, unemploy-
ment, and so on; there is a strong correlation between
how much countries invest in social security benefits
and poverty or other social indicators.

The assumption still persists tenaciously, despite a
continuing lack of any evidence other than the belief
that it represents “common sense”, and indeed in the
face of evidence to the contrary, as described below,
that countries at lower levels of economic development
must remain unable to afford to implement progres-
sive measures of social security. Many development
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Figure 2.3 Costs for components of a basic social protection package for selected countries in Africa and Asia, 2010
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planners have simply assumed that there is insufficient
fiscal space in such countries to finance social security
benefits and, hence, that for them social security is not
affordable. That this is an assumption, and a mistaken
one, becomes clearer as evidence emerges that a mini-
mum package of social security is affordable in even the
poorest countries, as is shown by the ILO's recent work
on the costs of a minimum package of social security in
sub-Saharan Africa and Asia.

The ILO has recently undertaken two costing stud-
ies (see ILO, 2008d), one in Africa and the other in
Asia, that provide a first estimate of the costs of a hypo-
thetical basic social protection package in low-income
countries now and over the coming decades. The in-
dicative package included, along with basic child bene-
fits: universal access to essential health care and a social
assistance/100-day employment scheme for the poor in
the active working-age range, and also a universal basic
old-age and disability pension.' The studies show that
the initial gross annual cost of the overall basic social
protection package (excluding access to basic health
care that to some extent is financed already) is pro-
jected to be in the range of 2.2 to 5.7 per cent of GDP
in 2010. Individual elements appear even more afford-
able (see figure 2.3).

The hypothetical annual cost of providing universal
basic old-age and disability pension is estimated in 2010

'? It was assumed that the simulated universal old-age and disabilicy
pension would be setat 30 per cent of GDP per capita, with a maximum of
one US dollar (PPP) per day (increased in line with inflation) and would
be paid to all men and women aged 65 and older; and to persons with
serious disabilities in working age (the eligibility ratio was assumed to be
1 per cent of the working-age population, which reflects a financially con-
servative estimate of the rate of disability). The amount of child benefits
was set at half the amount of pensions. The costs of universal access to
essential health care were calculated on the basis of a health manpower
ratio of 300 health professionals per 100,000 population.

at between 0.6 and 1.5 per cent of annual GDP in the
countries considered. These costs for 2010 are estimated
at, or below, 1.0 per cent of GDP in six of the twelve
countries, while for Burkina Faso, Ethiopia, Kenya,
Nepal, Senegal and the United Republic of Tanzania
the cost estimates fall between 1.1 and 1.5 per cent of
GDP. As shown in figure 2.4 the cost of such pensions
would increase only moderately by the year 2030 — des-
pite the ageing process.

A basic social protection package appears afford-
able, but in most cases on the condition that it is pro-
gressively implemented. In the case of some of these
countries, this may require a joint effort with the inter-
national donor community for the duration of a suit-
able transition period. Low-income countries may,
however, be able to reallocate their existing resources,
for example by progressively increasing social protection
expenditure towards an eventual target of 20 per cent of
total government expenditure.

Obviously, there are some cases where the fiscal
space for social transfers cannot easily be extended
in the very short run. Each case has to be assessed in
detail. However, figure 2.5 shows that “policy space”
for financial manoecuvre may be wider than often as-
sumed. The figure maps national public expenditure
and public expenditure on social protection and health
(according to the IMF definition) as percentage shares
of GDP against the GDP per capita, resulting in two
almost parallel regression lines. Clearly, in principle,
both types of expenditure increase as GDP per capita
increases. However, more interesting than the regres-
sion lines themselves is the surrounding cloud of ex-
penditure levels. This indicates that, at similar levels of
GDP per capita, countries are in a position to exercise
a substantial degree of discretion regarding the level
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Figure 2.4 Costs for basic universal old age and disability pensions for selected countries in Africa and Asia, 2010, 2020
and 2030 (percentage of GDP)
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Figure 2.5 Total public expenditure and social expenditure at different levels of GDP per capita, latest available year
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of overall public expenditure and, within that enve-
lope, regarding the share of public resources allocated

to social expenditure.

It is concluded that policy decisions regarding the
financing of social security systems and negotiations

seeking fiscal consensus between the different stake-
holders of the public expenditure portfolio are made in

a manner specific to each individual country. It should

be noted in this context that domestic revenues in
Africa alone increased from 2002 to 2007 (i.e. in the
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post-Monterrey period) by about US$230 billion. In sub-
Saharan Africa alone, the share of domestic public rev-
enues in GDP increased by 4 percentage points between

2002 and 2007 (sce figure 2.6). Given a sufficient level of

policy priority, phasing in a package of modest social se-

curity benefits over, perhaps, a decade, with a net cost of
y p ~

around 4 per cent of GDP, does not seem to be unrealistic.

ILO micro-simulation results for the United Re-
public of Tanzania and Senegal show that the introduc-
tion of basic old-age cash benefits can have a significant
impact on poverty reduction. Gassman and Behrendt
(2006) carried out simulations to estimate the cost of
old-age and disability pension benefits at levels fixed at
70 per cent of the food poverty line per eligible individ-
ual. On that basis, they show that in the United Repub-
lic of Tanzania a universal old-age pension would cut
poverty rates by 9 per cent, with a considerably stronger

effect (36 per cent) for older men and women, and

24 per cent for individuals living in households with
elderly family members. Likewise, for Senegal old-age
and disability pensions are expected to have a more pro-
nounced effect for older people, especially older women,
and their family members.

Even more convincing than theoretical exercises is
real-life experience. There is a growing body of evidence
from the developing world that some components of
basic social security packages now being implemented
are proving affordable. There are many ways to achieve
some affordable social security coverage in a developing
country context as a first step to a national social se-

curity development strategy. While some countries seek

to extend social insurance and combine it with social
assistance, others subsidize social insurance coverage
for the poor to enable them to enjoy participation in the
general schemes, and still others seek to establish tax-
financed universal or conditional schemes, also called

social transfer schemes. Each approach has its advan-
tages and its problems and each will be “path-depend-
ent’, in other words dependent on past developments
and national values.

The most dramatic advance in social security cov-
erage worldwide is presently being achieved by social
transfer schemes. Some 30 countries are already suc-
cessfully putting in place elements of minimum social
security packages through social transfer programmes.
For example, in Brazil this is being done through the
Bolsa Familia programme; in Mexico it is being done
through the Oportunidades programme; and in South
Africa, Namibia and Nepal it is being achieved through
tax-financed basic pension systems (see also Chapter 6).
The Bolsa Familia programme is thought to be the big-
gest social transfer scheme in the world, and presently
covers some 46 million people at a cost of about 0.4 per
cent of GDP. South Africa has also extended the cov-
erage of its child grants system substantially, by more
than 4 million beneficiaries over the last decade. In
India the 100-day rural employment guarantee scheme
(NREGS), now renamed the Mahatma Gandhi Na-
tional Rural Employment Guarantee Scheme (MGN-
REGS), has been rolled out nationwide, and a new act
mandates the extension of basic social security coverage
to about 300 million people hitherto not covered. But
cash transfer (or universal benefit) schemes are being
successfully implemented by still poorer countries.
Nepal, for example, is currently extending the scope of
its universal pension scheme, aiming to reduce the re-
tirement age in due course from 75 to 65 years.

The evidence shows that, almost everywhere, some-
thing can be done.

Social security represents an investment in a coun-
try’s “human infrastructure” no less important than
investments in its physical infrastructure. At an early

Figure 2.6 Increase of domestic public resources, selected African countries, 2002—-07 (percentage of GDP)
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stage of economic development the priority is, of course,
to put in place a basic level of such infrastructure; the
evidence adduced here points to its affordability for, es-
sentially, every country. While this message lies at the
heart of this Guide, it is important to keep in mind
that, at a later stage, the basic level can and should be
augmented, and that the ILO’s long-standing approach
to social security offers the framework to do so. In this
regard, later sections of this Chapter and this Guide
point in the relevant direction.

Thus, the emerging evidence shows that the ques-
tion: “Is social security affordable everywhere?” can be
answered by: “Countries simply cannot afford not to
make this investment.”

Implementing the strategic concept of a social security
staircase must address a number of pivotal challenges.
Three of the most important are described in the
following sections.

2.5.1 Combining effective protection
with organizational flexibility

The concept of “social guarantees” creates organ-

izational flexibility while protecting the bottom line of

basic entitlements that everybody should enjoy, recog-
nizing implicitly that there is no “one-size-fits-all” ap-
proach to organizing either basic or higher-level social
security entitlements.

It has already been noted that there are many ways
to achieve this set of basic social security guarantees
as the first step of a national social security develop-
ment strategy, whether through extending social insur-
ance in combination with social assistance, through
subsidized participation in social insurance coverage
for the poor or through tax-financed universal schemes.
Other countries will start with subsidized community-
based schemes that seck to reach out to the informal
sector. Each approach will have its advantages and its
problems and many countries pursue mixed strategies,
highlighting the country-specific and “path-dependent”
character of development reflecting past experience and
national values.

What matters in the end is that all people have
access to a basic level of social security benefits, whether
these are organized on the basis of social assistance or

are targeted conditionally, and whether they are organ-
ized as universal tax-financed benefits or as benefits of
contractual rights based on contribution payments. The
notion of a guarantee of access to social security bene-
fits is thus an overarching concept that encompasses
income transfers in cash and in kind that are paid based
on social assistance or social security principles. In this
framework, the myriad questions of a technical nature
can be seen to represent a secondary level of consid-
eration. It is the outcome of national social security
strategies that matters primarily, rather than the ways
and means countries choose to organize the outcomes.
What will be common to all approaches is the central
role of the State. All basic guarantees will require gov-
ernment financing or at least substantial co-financing.
That this is justified is asserted on the basis that the pro-
tection of people against poverty is clearly an obligation
of entire societies.

2.5.2 Achieving a coherent architecture
of national social security systems

A turther strategic challenge is to achieve a coherent
interactive overall social security system comprising a
number of levels, pillars and subsystems that achieve
universal population coverage, reduce poverty and in-
security effectively and ensure efficiency through avoid-
ance of overlapping multiple entitlements and adverse
incentives that create over-usage and excessive levels of
dependency.

In the context of this strategic framework, the first
question that has to be addressed is: are basic guarantee
schemes compatible with higher-level benefit systems
such as social insurance schemes, and can these schemes
be combined efficiently and effectively? In principle, the
answer is “yes”. There are decades of experience with the
combination of social insurance schemes and social assis-
tance schemes, or the combination of universal benefits
schemes with higher-level and insurance-based benefit
systems. Examples can be found in many pension and
health-care financing systems around the world.

However, ensuring efficiency and coherence is not
necessarily easy. The design has, for example, to take
into account that incentives created in one sub-system
might lead to inefficiencies in another. The provision
of a means- or income-tested social assistance pension,
for example, can easily reduce incentives to contribute
to a social insurance pension scheme for a large group
of low-income workers. A universal flat rate pension ca-
tering for all would avoid such disincentives, as people
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would be allowed to accumulate benefits from two or
more sources rather than having their social insurance
pensions deducted from their universal pension entitle-
ments and vice versa.

2.5.3 Creating the necessary fiscal space

Amongst the countries of the world, 17.2 per cent
of GDP on average is allocated to social security (see
figure 2.7), if the country figures are weighted by na-
tional GDP. However, if the figures are weighted in-
stead by population, the calculation shows that the

“average” world resident finds that only 8.4 per cent of |

GDP is allocated as social security benefits in the form

of cash and in kind transfers (sce figure 2.8). Country
figures vary widely among the populations living in
different regions, and among countries of different na-
tional income levels. While residents of Europe may see
between 20 and 30 per cent of GDP invested in their
social security, in Africa only 4-6 per cent of GDP is
spent on social security benefits, and there more funds
are spent on health care than on cash transfers aimed at
providing income security.

Higher-income countries in general spend more, as
a proportion of all available resources, than low-income
countries do. However, social security should not be
seen as a luxury and can also be afforded by lower-
income countries or countries with relatively “small”
government in terms of available resources. Figure 2.9

Figure 2.7 Total public social expenditure, regional estimates weighted by GDP, latest available year between 2002

and 2007 (percentage of GDP)
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Figure 2.8 Total public social expenditure, regional estimates weighted by population, latest available year between 2002

and 2007 (percentage of GDP)
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Figure 2.9 Size of government and proportion of governme

nt expenditure allocated to social security, latest available year
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shows clearly that countries with the same level of gov-
ernment spending, measured as total expenditure in
proportion to GDP, spend a widely different propor-
tion of their available resources on social security. The
proportion spent does not, in fact, depend at all closely
on how rich the country is; to a large extent it depends
on the prevailing political will that effectively defines
the fiscal space available. Maximizing fiscal space may,
however unpopular, require substantial attention to the
effectiveness of a country’s tax and contribution col-
lection mechanism, for without sound machinery for
revenue collection no revenue can be redistributed. The
challenge of increasing fiscal space has a different face
for each country. A checklist of components for a na-
tional strategy may, however, include:

(1) tax reforms to increase fiscal resources including,
in particular, enhancing the effectiveness and effi-
ciency of tax collection;

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

Government expenditure as a percentage of GDP

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

(4) refocusing spending within social sectors and policy
areas to make certain spending more progres-
sive and more effective in combating poverty and
vulnerability.

The ILO Campaign to extend social security to all
adopted a deliberately interacting four-dimensional
strategy drawing on and integrating all the areas of the
ILO’s activities. This strategy has been developed as a
response to the needs expressed by ILO constituents

' This section is based on ILO, 2008e: Social security standards
and the ILO Campaign for the extension of social security, GB.303/ESP/3
(Geneva, November 2008) presented to the Committee on Employment
and Social Policy at the 303rd Session of the Governing Body.
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and within the dynamics of the new development
policy debate where social security has gained in-
creased prominence. The first dimension is the gener-
ation, management and dissemination of knowledge.
The prerequisite for all policy development, tech-
nical advice and capacity building is the generation
of and the ability to share knowledge. This compo-
nent of the strategy encompasses collection and ana-
lysis of statistical information, the exchange of national
and international experience through research and
internet-based knowledge sharing, as well as the de-
velopment of new technical tools that support the for-
mulation of national policies. The second dimension is
policy development, including all activities that help the
international community and national constituents to

develop social security strategies. The third, technical

cooperation, provides direct advice to constituents. At
any given point in time, it is usual that the ILO is pro-
viding concrete technical advice or undertaking longer
term technical cooperation projects that have a direct
bearing on the extension of social security coverage in
about 30 countries on all continents. The fourth dimen-
sion, capacity building, is a necessary condition for the
successful planning, implementation and management
of social security policies. The ILO, over consecutive
programme and budget cycles, has invested substan-
tially in this area by compiling the appropriate know-
ledge base and developing training activities, thereby
laying the ground for a large-scale initiative to improve
the quantitative training of managers and planners in
developing countries.

The basic foundation for all of the ILO’s means of
action remains its standard-setting competence. Stand-
ards underpin the authority and legitimacy, as well as the
basic policy orientation, for ILO technical advice and co-
operation. Its legitimacy rests, in turn, on global tripar-
tite consensus. The process of developing new standards
in social security has, however, now been rather dormant
for some two decades. In 2007 the ILO analysed the
“standards” base for the emerging policy paradigm of the
Global Campaign. The main findings of the ILO paper
(ILO, 2008f) can be summarized as follows:

(a) Convention No. 102, as the ILO’s flagship Conven-
tion on social security, embodies an internation-
ally accepted definition of the principles of social
security and has been recognized as a symbol of
social progress. It plays a key role in defining the
right to social security under international human

rights instruments and has to date been ratified by A

46 countries (including two recent ratifications,

by Brazil and Romania), with the great majority
(30) being in Europe. This and other up-to-date
social security Conventions have had, and continue
to have, a positive impact on the development of
social security schemes in most countries world-
wide and serve as models for regional instruments
and national laws. It thus remains a valid instru-
ment for the “vertical dimension” of the extension
of coverage.

(b) However, the up-to-date social security Conven-
tions, including Convention No. 102, show lim-
itations in ensuring the provision of a defined
minimum benefit package. In particular, they nei-
ther define priority benefits nor require universal
coverage. Consideration should, therefore, be given
to the elaboration of a mechanism for “horizontal
coverage extension” that can provide further guid-
ance to countries in the establishment of a social
floor package of the basic guarantees, in line with
the ILO constitutional mandate.

The ILO paper identified a range of options that could
provide enhanced legitimacy to the Campaign strategy,
ranging from a new promotional strategy for existing
standards to additional mechanisms more effectively
promoting the universal human right to a minimum
social security benefits package. They can be summa-
rized in the form of four basic options:

® Option 1: Design of a promotional strategy for
wider ratification and gradual application of exist-
ing standards with the objective of extending social
security to all.

® Option 2: Development of a new stand-alone social
security instrument (convention or recommenda-
tion) providing for a universal right to a minimum
set of social security guarantees for all in need (social
assistance convention or recommendation).

® Option 3: Development of a new instrument linked
to Convention No. 102 (Protocol) and providing
for a universal right to a minimum set of social se-
curity guarantees to all.

® Option 4: Development of an overarching non-
binding mechanism (multilateral framework) set-
ting out core social security principles and defining
the elements of a minimum set of basic social se-
curity guarantees.

The combination of two, or more, of these options may
create further policy alternatives.
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An overview of social security programmes and schemes
around the world in 2010 shows that more than 30 de-
veloping countries have already implemented a range
of programmes that broadly correspond with the logic
underpinning the basic set of guarantees. In general,
it is clear that the middle-income countries are more
advanced in this field, where an increasing number of
large-scale programmes have emerged during the last
decade.

The ILO has compiled in the form of a “meta-study”
the results from about 80 individual studies on cash
transfer programmes that have sprung up in some 30,
mostly developing, countries around the world during

the last 10 years and are already providing elements of

a social transfer floor. Further commentary derived
from the individual studies is presented in Chapter 6
of this review. These schemes and programmes already
reach between 150 and 200 million beneficiaries (ex-
cluding the effect of the new social security provi-
sions for the informal sector in India). ILO studies
and various other studies on existing social transfer
schemes conclude that they are in general showing
positive impacts on poverty, health and nutrition, the
social status of recipients (notably women), economic
activity and entrepreneurial small-scale investments
(notably in agriculture), and have avoided significant
adverse effects on labour market participation of the
poor populations they serve. Table 3.1 presents a broad
assessment of the major impacts of the various cash
transfer schemes.

In addition to the overwhelmingly positive social
effects of cash transfers, the studies that analysed their
economic effects found them to be positive regarding
entrepreneurial behaviour in recipient families. Many
families used part of the cash transfer to invest in small-
scale agricultural activities, including the purchase of
livestock. Thus, these families sought to create sources
of income that should also provide some degree of pro-
tection from future economic shocks, particularly food
price crises. In Namibia, for example, the universal old-
age and invalidity pensions have stimulated markets
for locally produced goods and services. In developing
countries — just as in industrialized countries — social
transfers have demonstrated their capacity to act as eco-
nomic stabilizers.

Chapter 6 describes a range of programmes in se-
lected countries. Here, it is observed that their impact
is generally encouraging, with multiple contributions to
desirable outcomes such as nutrition, health, education,
reduced income poverty and inequality, improved skills
and access to opportunities.

A range of examples is available to show that lower-
income countries can effectively achieve improved cov-
erage rates in a relatively short time span. It is clear
that there is a strong link between a country’s level of
income and labour market structure, and the general
level of coverage achieved, but it is certainly possible for
countries to make strides with remarkable rapidity — as
shown for example by the coverage for social health pro-
tection, together with the relevant health-care services,
achieved in the Republic of Korea (see table 3.2 and
also further discussion in Chapter 6).
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Table 3.1 Summary of the effect of existing social transfer schemes in 30 countries

Criteria Number of studies finding impact to be
Positive Small/neutral Negative

Income effects

Poverty 46 9 -

Inequality 5 1 -
Health/nutritional status 25 1 -
Education

Enrolment 30 - -

Quality 9 S -
Employment and labour

Labour market participation 9 5 3

Child labour 12 3 -
Entrepreneurial activity/productive investment 40 5 -
Social status and social bonds 23 1 2
Gender equality 13 4 -

Source: ILO, GESS (ILO, 2009b), based on the Social Transfers Impacts matrix and the Compendium.

Table 3.2 Extending health-care coverage can be accelerated

Country Year Coverage as % of total population GDP per capita in US$
France 1921 229 -
1980 99.3 12742
2000 99.8 21884
United Kingdom 1921 35.2 -
1980 100.0 9524
2000 100.0 23954
Republic of Korea 1921 - -
1980 29.8 1632
2000 100.0 9671

Source: ILO, 2008g, p. 20.

The review of current practices also illustrates the
diversity of design and arrangements to deliver benefits.
In fact, there are many ways to achieve the set of basic
social security guarantees. For health care, in most of
the countries reviewed, several schemes (social/national
insurance, tax-financed schemes, vouchers, and so on)
coexist. Programmes also present different levels of in-
tegration with other policy areas such as access to basic
social services or employment. While the government
usually has the overall responsibility for the provision of
adequate benefits, delivery can be made through public-
or private-sector (profit or non-profit) vehicles, with a
variety of levels of decentralization. Each approach will
have its advantages and its problems and, as noted in

Chapter 2, each will be historically path-dependent.

In any case, the design and delivery of benefits should
be sensitive to the capacities (for example, ability to
contribute) and needs of beneficiaries. What is crucial
in the end is that all people should have access to the
basic guarantees. It is the outcome of national social se-
curity strategies that matters, not the ways and means
by which countries achieve them.

The new schemes which have sprung up around the
globe have demonstrated that there is a growing con-
sensus emerging on the importance of extending social
security coverage for all, no matter what the level of de-
velopment is in a country. This marks significant pro-
gress towards fulfilling the human rights aspect of social
security. It appears that this progress reflects a stronger
acknowledgment of the essential contribution of social



security to poverty reduction and human develop-
ment. Income security and access to health care are cen-
tral to the protection provided by these new schemes.

While consensus on the necessity to guarantee access
to income security and essential health care for all — the
question “why” provide social security to all? — is grow-

ing, there is a substantial debate already well under way

on the complementary question of “how” delivery of
these benefits can be accomplished in an effective and
eflicient way. The following sections introduce some of

the core issues of the policy debates, exploring some of

the competing arguments, although to do so in a com-
prehensive manner is beyond the scope of this Guide.
It is important nevertheless to reiterate that there are a
variety of ways in which the basic set of social security
guarantees could be implemented. In this Chapter the

areas of debate which are set out on income security

focus mainly on non-contributory benefits, as these are
emerging as the basis of cash transfer and other “new”
schemes in most developing countries.

3.2.1 Health-care benefit packages

Before presenting elements of the international
debate on health-care benefit packages, it is useful to
refer to the indications provided by the relevant ILO
Conventions.

ILO Convention No. 102 (Social Security [Mini-
mum Standards], 1952) states that healthcare benefit
packages should cover all services “of a preventive or
curative nature” related to “any morbid condition,
whatever its cause, and pregnancy and confinement
and their consequences”. In detail, this means that the
benefit package “shall include at least™ general practi-

tioner care, specialist care at hospitals for inpatients and !

outpatients, essential pharmaceutical supplies, hospital-
ization where necessary and, in case of pregnancy and
confinement, prenatal, confinement and postnatal care
and hospitalization if necessary. These benefits should
be provided, financed and organized in a manner that
avoids (economic) hardship for the beneficiaries.
Convention No. 130 (Medical Care and Sickness
Benefits Convention, 1969) stipulates that the need for
medical care “of a curative nature and, under prescribed
conditions, need for medical care of a preventive nature
[...] shall be afforded with a view to maintaining, restor-
ing or improving the health of the person protected and

Practical policy options and policy design issues

his ability to work and to attend to his personal needs”.
It calls upon members of the ILO to accept their “gen-
eral responsibility for the due provision of the benefits
provided in compliance with this Convention” and that
they “shall take all measures required for this purpose”.

Even the most basic benefits package to guarantee
access to health care needs to be designed with a view to
equity and affordability and provide for both effective
access to adequate health care (not simply legal coverage
alone) and financial protection. However, these objec-
tives are challenged at three levels:

® The individual and household level. Healthcare
needs and priorities vary depending on disease
burden, poverty/vulnerability, age, gender, ethnic
group, employment and place of residence.

® The systemic and scheme level. Access is dependent
on the availability of quality services. Strong inequi-
ties can be observed in many countries arising from
the physical availability of services, the density of
skilled health workers, the quality and scope of ser-
vices and gaps in financial protection. Furthermore,
the delivery of health-care benefits requires the in-
troduction of purchasing mechanisms that facilitate
responsiveness to needs and quality.

® The global level. Some health interventions can be
considered as global public goods." International
collective action undertaken in this context will
influence priorities at the national level and may
lead to concerns about resource allocation in the
light of the strong divergence of the health status,
morbidity profile and access to social health protec-
tion in low-, middle- and high-income countries.
The international development agenda, particularly
as reflected in the Millenium Development Goals
(MDGs) related to health, also has a strong influ-
ence on resource allocation and priorities set at the
national level.

Furthermore, it is important to be aware that social
health protection is part of an economic sector that
offers, on one hand, significant potential to address the
linkage between ill health and poverty, with a view to
achieving better health status and related impacts on
poverty alleviation. On the other hand, it is important
to take into account vested interests in the health sector
which need to be balanced in national social health pro-
tection strategies, taking account for example, of labour

' For example, those to climinate some cross-border communicable
diseases.
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market effects and issues related to the economic devel-

opment of the health sector.

A possible approach to address barriers to access to :

health care consists of defining “essential” benefit pack-
ages. Such a strategy had been adopted by 2007 in some

55 out of 69 low- and middle-income countries (WHO,
2008b, p. 27). The benefit packages provided through

health protection schemes were reformed with a view to
creating more equity and effectiveness, and to address
issues related to the conflicts inherent in approaches of

and quality. However, many of the reforms resulted in

fact in limitations of access to fully adequate health

care (which should be the key to achieving global health

priorities such as those enshrined in the MDGs on ma-
ternal and child health care) and lacked adaptations to
demographic and epidemiological changes, needs and

perceptions, resulting in inefficiencies in the provision
of services (ibid.). Successful countries have focused on

integrative approaches without limiting packages to !

low-cost or very basic interventions (ILO, 2008h).
Defining the content of the benefit package accord-

ing to health priorities is not enough; implementation

issues also matter. There are some prerequisites, at the

systemic and global levels, for the successful imple- !
mentation of essential benefit packages with a view to !

achieving the overall objectives of social health protec-
tion. They include:

® At the health system level:

funds for allocating sufficient resources both
in rural and urban areas and strengthening the
overall financial system;

powerment of the poor and vulnerable, for
example through providing vouchers or condi-
tional cash benefits and using third party payers;

to pay;
O use of all existing — pluralistic — health financing
mechanisms in a coordinated way that allows

for filling gaps in coverage and achieving univer-
sal access to health services. Possibilities include

creating linkages among, for example, national
health systems, social and community-based

schemes. Furthermore, efficiency of service pro- :
vision should be institutionalized by clearly de- :

fining the responsibilities of different levels of
care providers, claims procedures, and so on;

O ensuring social and national dialogue, informa-
tion and participation with a view to empower-
ment of different groups in civil society;

O creating support for quality improvement, for
example through strategic purchasing, quality
management, ensuring appropriate training and
decent work conditions for the health workforce
and monitoring provider performance and re-
views of benefit packages.

- ® At the global level:

universality versus targeting the poor, rationing of care,

O advocacy, alignment of donor funds with tech-
nical cooperation and training activities with a
view to coordinated, country-owned approaches
such as the One UN framework, Providing for
Health Initiative and the International Health
Partnership.

3.2.2 Financing of the health
systems, financial protection
and targeted interventions

Access to adequate and affordable health care for all re-
mains a key problem for many poor countries; however,
it is also becoming an increasing challenge for high-
income countries, where demographic trends, rising
costs, financial constraints in public budgets and eco-
nomic considerations concerning international com-

. petitiveness are making social health protection reform
O creating fiscal space and generating domestic

a political priority. The dominant feature of the global
financing profile is the share of tax funding in the total,
which is, in general, significantly higher than contribu-

- tion or premium funding. However, the overall share

O demand-side strengthening with a view to em- of public financing of total health expenditure, and

the share of social health protection expenditure as a
proportion of both GDP and of total health expendi-

ture, are all low. As a result, solidarity in financing, ex-

. pressed by risk pooling, is limited and a large private

o ) o ) L . .
setting contributions according to the capacity - share of health financing - in the form of out-of-pocket

payments — shifts the burden of health expenditure to
houscholds. Health-related poverty ensues.
Out-of-pocket payments for health care, mostly in
the form of user fees payable at the point of service,
have proven to be one of the most disastrous factors for
driving people into poverty. As a result, many coun-
tries are currently pursuing the establishment or exten-
sion of social health protection, using scheme designs
based on prepayment for services, often with exemp-
tions, for the poor and those most in need, from finan-

. cial contributions.



A clear trend emerging during the past decade has
been the use of pluralistic health financing systems,
typically drawing on various sources of funding simul-
tancously for different social health protection mech-
anisms. These mechanisms include national and public
health services, national health insurance, social health
insurance, community-based health insurance and
other forms of private health insurance. At the systemic
level, the boundaries between contribution-based social
insurance, tax-financed national health systems and
“informal” arrangements such as community-based
health insurance are becoming increasingly blurred.
Contribution-based elements for certain groups or
types of services are coupled increasingly with tax-fi-

nanced elements. System choice is made on the basis of

a needs and resource assessment. This approach allows
governments to choose the most effective and efhicient
mechanisms having regard to objectives such as tar-
geting, revenue generation, fiscal space, solidarity and
effects on the labour market and overall macroecon-
omic situation.

These developments have coincided with the widely
held view that universal access to health services should

be achieved as quickly as possible. The corresponding

financing mechanisms are considered complementary
at all stages of development. However, there is still sig-
nificant scope for improvement in the coordination of
schemes.

An approach which has proved successful in ex-
tending social health protection coverage has been
to work towards equity in access to health services
through the provision of benefit packages that are af-
fordable and respond specifically to the needs and ex-
pectations of the population. At the country level, a
significant trend is the growing introduction of tar-
geted benefit packages provided to the most vulner-
able, including the poorest. The actual benefit package
may not be identical for all, given the diverging needs,
issues in outreach, ability to pay, or other factors. At
the same time, very narrowly targeted approaches (such
as disease-specific initiatives or initiatives focused on
certain groups) have grown significantly in number in
recent years. Many such global health initiatives have
begun to address systemic issues, providing an oppor-
tunity to integrate their experience in targeting and ef-
ficient delivery of services into the overall social health
protection system.

Practical policy options and policy design issues

3.3.1 Targeting based on conditions
of personal income or wealth

The emergence of large-scale social assistance pro-
grammes in developing countries, within the context
of poverty reduction, has brought the debate on target-
ing based on “resource” (income or wealth) conditions
to the foreground. This debate is driven by a number
of considerations which include affordability, costs, ef-
fectiveness, income inequality, values, rights, employ-
ment trends and political support. Some elements of
this debate are presented below.

Targeting based on individuals’ personal status can
be carried out in a number of ways:

® means-testing,” although this requires high-quality
data that are unavailable in many countries and may
be expensive to put in place, but may be approxi-
mated by “proxy” means-testing methods;

® geographical targeting, whereby transfers are pro-
vided to everyone living in areas where there is a
high incidence of poverty;

® community-based targeting, which uses community
structures to identify the poorest members of a com-
munity or those eligible according to agreed criteria;

® categorical benefits, provided to those recognized
as belonging to a specific vulnerable category of the
population (for example, indigenous people);

® sclf-targeting, such as in work programmes that
offer a below-market wage, based on the logic that
poor individuals only will choose to opt into the
programme.

Targeting is found in many tax-financed programmes
providing old-age pensions, child benefits and bene-
fits to those in the working-age population who may
be unable to sustain themselves through paid work. As
noted above, it is also used in health programmes. It is
often introduced in addition to other conditions for ac-
cessing benefits such as age (i.c. old-age pensions), place
of residence (for example, rural programmes) or behav-
iour (for instance, school attendance).

Explicit arguments to support targeting are related
to affordability, efficiency and income equality. Quite

* Proxy means-testing provides an alternative form of individual
assessment, employing more easily observed indicators of well-being that
serve as proxies for income, or wealth indicators associated with poverty.
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simply, it is argued that because targeted programmes
have a lower number of beneficiaries than universal pro-
grammes, they are less expensive and more sustainable.
By focusing income redistribution on the poor, targeted
interventions in theory’ create the same poverty reduc-
tion outcome with fewer resources and, for that reason,
are more efficient. For the same reason, targeted inter-
ventions are also seen as more powerful tools for reduc-
ing income inequalities than universal redistribution
mechanisms.

These powerful arguments have played, and con-
tinue to play, a major role in the widespread implemen-
tation of means-tested or similarly-targeted programmes
throughout the world. In spite of this, their conceptual
basis has been challenged in a number of aspects. Sev-
eral areas of criticism can be distinguished.

Firstly, some of the arguments in favour of target-
ing de-link one intervention, the targeted programme,
from the broader context of social and fiscal policies.
Thus the influence of this context on income distribu-
tion and inequality in a society is not given the consid-
eration it merits. While the preference for universalism
tends to be related to a strong concern for equity and
for progressive taxes, the preference for targeted inter-
vention is generally represented in a set of policies and
guided by ideology where equity is less prominent and
tax less progressive.! This argument is advanced by au-
thors such as Mkandawire (2005). He concludes that
“levels of equality are higher in societies pursuing uni-

versalistic policies than those that rely on means-testing

and other forms of selectivity”. In the same vein, Korpi
and Palme (1998) formulate what they call “the para-
dox of redistribution:> the more we target benefits on
the poor only, and the more concerned we are with cre-
ating equality via public transfers, the less likely we are
to reduce poverty and inequality”.

Secondly, the arguments put very simply as above
fail to consider the dynamic character of poverty. As il-
lustrated earlier in table 1.1 in Chapter 1, at any given
date a large proportion of those who are presently poor
were not poor in previous years. Targeting transfers on
the poor only does not by any means prevent poverty.
Moreover, the dynamic aspect of poverty means that

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

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

> 'This “paradox” is described in the “classical” literature on poverty,
although challenged by several authors.

in any given period there can be much larger numbers
of the newly-poor than might be anticipated. Dealing
with their needs can lead to levels of associated admin-
istrative costs considerably higher than expected when
compared with more universalistic interventions. More
generally, as Krishna (2007) has stated: “Controlling
the generation of new poverty is — or should be — an
equally important objective of poverty reduction ... By
focusing resources upon those who are already poor; it
[targeting] directs attention away from others who are
falling into poverty.”

Thirdly, the arguments above, which centre on the
particular efficiency of the targeting programmes, are
general statements that have been strongly challenged
in contexts where the share of the poor population is
high (with the result that any “savings” resulting from
targeting are likely to be low), and the implementation
of targeting is costly and difhcult, leading to both im-
portant inclusion and exclusion errors; such scenarios
are typical in low-income countries. More generally, it is
argued that not all methods of targeting are suited to all
kinds of benefits, or have the same effectiveness regard-
ing inclusion/exclusion errors; statistical and adminis-
trative demands are very divergent. And in the end, the
same is true of costs.

The issue of the cost of targeting is in itself an area
for debate; it is argued that some methods can be
unduly costly. The case of means-testing presents an
example in which the cost of implementing the target-
ing method can come to represent a high share of the
total cost of a programme. This arises because identify-
ing the poor accurately, where there is a lack of reliable
population data (and data systems), and updating this
information, is very complex and costly. Nevertheless,
some programmes have been able to implement target-
ing through proxy means-testing at low cost.’ It has
been noted generally that the more efficient the target-
ing mechanism is (in terms of reduced inclusion error),
the more expensive it is likely to be and the more it may
be associated with exclusion errors. In summary, it is
impossible to assess the costs of targeting without ref-
erence to the inclusion and exclusion errors generated.
This is stated succinctly in the conclusion of an Asian
Development Bank study (Weiss, 2004) which states:
“With relatively high level of leakage the expectation
is that in practice most targeting measures have been
high-cost means of transferring benefits to the poor.”

¢ The Mexican Conditional Cash Transfer Programme Oportuni-
dades is a good example of a targeted programme which presents relatively
low inclusion error and low administrative costs (including targeting):

less than 4 cents per invested peso (SEDESOL, 2009).



Finally, some argue that targeting costs should take
into account not only the administrative costs of im-
plementation, but also the indirect costs to programme
participants. This means that programmes with low
administrative costs (as is often the case with self-se-
lection methods), can still be very expensive when the
costs incurred by participants are considered. Some ex-
amples relate to the cost of time spent, transportation,
loss of other income opportunities, fees (and sometimes
bribes) required for acquiring the necessary documenta-
tion, the possibility of stigma, the erosion of self-esteem
and community cohesiveness, and the potential under-
mining of informal support networks.

Another controversial area surrounding target-
ing is its possible exclusion effect. On one hand, those
in favour of targeting point out that the programmes
minimize exclusion because their design makes them
more sensitive to the specific needs and capacities of
the poor. This design sensitivity, it is argued, is perhaps
more prevalent than in universal programmes where
the design is based on a “standard housechold”. On the
other hand, others remain critical of this argument,’
arguing that targeting increases exclusion by setting
conditions relating to income or wealth which are dif-
ficult to assess, by generating direct and indirect costs

for potential beneficiaries, or by being too demanding

for implementation by local institutions.® However, it
must also be said that exclusion comes about for reasons
other than targeting or universalism, such as potential
beneficiaries being poorly informed about benefits, the
difficulty of accessing benefits due to the non-availabil-
ity of banks or mail services in some areas, geographical
isolation, discrimination and stigma, and so on.

While this discussion is by no means exhaus-
tive, two final remarks may bring this subsection to a
conclusion.

It is important to bear in mind the technical com-
plexity and the heterogeneity of experiences in targeted
schemes and their empirical outcomes. It is these char-
acteristics that have fuelled, and promise to prolong,
the debate on targeting according to personal resources
or status. It is also true that this debate is inextricably
linked with political factors. Beyond the purely tech-
nical issues, politics and ideology have influenced the
relative inconclusiveness of the debate on the relevance

7 Mkandawire (2005), for instance, argues that the myopia that
underpins the rationality of targeting is also quite arrogant in that it pre-
sumes that a standard prototype of the poor exists.

® Local institutions may have a restricted capacity to apply some tar-
geting methods and for that reason their capacity in being able to deliver
benefits will likewise be limited.
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of targeting, and fundamentally set the context for the
questions of whether to introduce resource-based tar-
geting and the definition of resource thresholds that
define who is or is not eligible. These questions them-
selves reflect, to an important extent, different value
systems and the power that different actors in the broad
political arena’ may have to promote their values and
interests. It appears that targeted programmes have
enjoyed an enhanced social legitimacy during the last
decade, perhaps because they are perceived as fair in the
sense that they claim to address those most in need and,
by doing so, can contribute to the reduction of exist-
ing inequalities. The suspicion exists, meanwhile, that
the process of defining eligibility for benefits does not
always meet appropriate standards of independence and
transparency.

Finally, in this area, as with many other aspects of
social protection, each choice entails its own advan-
tages and disadvantages. It is important to consider
these, not in isolation, but in a comprehensive way. As
shown above, improving some aspects may have nega-
tive effects on others. The debate on targeting based on
conditions relating to income, wealth or other resources
invariably tends to detach the discussion from specific
programme objectives, their context of implementation
and the characteristics of beneficiaries. Targeting is no
more than a tool whose relevance and design should
first be assessed according to its contribution to those
objectives. Regarding the objective of poverty reduction,
effective targeting programmes have proven to have very
positive outcomes as illustrated in Chapter 6 of this
Guide. Nevertheless, they should neither be considered
as the only means of transferring income efficiently to
the poor, nor as sufhicient to fight poverty alone.

3.3.2 Conditionality

Of all the new additions to the modalities of social se-
curity over the past decades, the increasing use of con-
ditional cash transfers (CCTs) has perhaps been one of
the most significant developments. Many CCT pro-
grammes are targeted at poor households with children.
They are considered to be innovative and distinctive for
a number of reasons: (i) for their targeting mechanisms;
(ii) beneficiaries receive cash instead of in-kind bene-
fits; and (iii) the mransfers are conditional in that they

* “Political” is understood here in a broad sense, comprising not

only the political parties and government but also other social forces and
public opinion in general.
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often impose behavioural conditions on the individual/
houschold in receipt of them. These conditions oblige
individuals to satisfy some action that is linked with
human development goals (such as child visits to clinics
or ensuring a high level of school attendance). They con-

tinue to be an increasingly popular means for improving !

human development outcomes and reducing poverty.
However, whether CCTs should remain conditional is
not universally agreed. The following paragraphs dis-
cuss in more detail several key questions surrounding
the current application and nature of CCTs. Firstly, do
the conditionalities of CCTs serve human rights? Sec-
ondly, regarding their effectiveness, do the conditions
bring about a marked difference? Thirdly, are they pro-
moting or limiting poor people’s “agency”? Fourthly,

are they replicable elsewhere, given that the majority of

experience to date has been in Latin America?

(i) Conditionalities and human rights

There are mixed opinions on the status of CCT condi-
tionalities in terms of human rights. Some argue that
they are contradictory in nature and obstructive to the
human rights agenda, while others stress the import-
ance of obligations complementing those rights.

The first argument is that human rights are uncon-
ditional, and that since social security, health and edu-
cation represent generally-recognized human rights
it is therefore unacceptable to “deny a person (parent
or child) a fundamental human right; a violation that
might occur through the imposition and enforcement
of conditionalities” (Kiinnemann and Leonhard, 2008,
p- 22). From this perspective the existence of condition-
alities represents a potential denial of human rights.

This problem is exacerbated by the fact that the
fulfilment of the conditions may not entirely depend
on the beneficiaries, but also on the availability and

quality of the basic social services. The non-existence of
such services implies the exclusion de facto of a group of

people in need of access to the right of social security.
This situation, it is argued, is particularly marked in
areas deprived of social services and where, tradition-
ally, vulnerability is also higher. Furthermore, the op-

portunity costs of meeting conditions of CCTs may

penalize the most vulnerable who are least able to meet
such conditions.

Additionally, it is argued that the responsibility of 5

tulfilling conditionalities falls solely on the individ-

ual/household, and as a consequence CCTs implicitly E

convey the idea of “deserving” and “undeserving” poor.

While such a pre-conceived view might tend to facili-

tate the political and social legitimacy of the CCT, it
is clearly detrimental to a human rights perspective.
Rights are universal in character, and cannot be based
on supposed “deservingness”.

However, as noted earlier, conditionalities are also
advocated from a rights-based perspective. In fact, they
have been invoked as a way to promote a combination
of rights and as a means to facilitate their materializa-
tion. This represents an important shift as, although
universal in principle, in practice rights have remained
unfulfilled for many if not most of the poor. In other
words, CCTs may represent a concrete way to bridge
the gap between the legal basis of rights and their prac-
tical fulfilment. It is argued that this can be achieved
because it is recognized that the situational knowledge
of beneficiaries, and their behaviour, are key factors for
the materialization of rights. In addition, CCTs can
also positively influence the behaviour of non-benefi-
ciaries who may wish to gain access to participation.
More broadly, it is argued that conditionalities bind not
only the beneficiaries, but also the public authorities to
create the necessary conditions (i.e. basic services avail-

ability) for their fulfilment. This is why CCTs are now

. presented as a vehicle for co-responsibility, for exam-
- ple in the discourse supporting the Bolsa Familia pro-

gramme in Brazil. It is beyond the scope of this review
to carry out any extensive discussion of supply-side
benefits, but it suffices to say that CCTs tend to expose
the limits of existing basic social services and can play a

- valuable role in encouraging their upgrading.

Furthermore, in assessing the role of conditionali-
ties, it is essential to consider the way public author-
ities enforce them. In reality, lack of compliance can
have different effects in different programmes. It can
be the trigger for a punitive approach leading to the
exclusion of the beneficiary. Equally, non-fulfilment
can also be understood as having a function revealing
the vulnerability of individuals. This sheds light on the
balance - or the lack of it — between the solutions pro-
vided and the needs of the beneficiary. This can create a
“feedback loop” in which further inquiry leads to pro-
gressively improved solutions.

Finally, the existence of conditionalities can
strengthen the bargaining power of some houschold
members (de Brauw and Hoddinott, 2008), thereby fa-
cilitating the fulfilment of their rights and promoting
their status within the household. This aspect can be
particularly important for women and children, who
traditionally occupy subordinate positions within the
household. Such conditionalities might also work to



overcome stigma-inducing effects otherwise associated |
. procity — that benefits for the poor, as much as other

with welfare payments (ibid.). Finally, recent findings
in behavioural economics show that “myopic house-
holds often undertake actions that can reduce their
own long-term welfare (...) Conditionality offers a con-

straint that limits the adverse effects of this myopia” !

(ibid.). In other words, CCTs may provide a safeguard

against poor decision-making inconsistent with human
development goals or, arguably, with the best interests
of household members.

(i) Do conditions make the difference?

One key argument advanced for preferring conditional

to unconditional cash transfer schemes is that condi- !

tions act as a strong incentive for families to invest, in
particular, in the health and education of their chil-
dren. Conditionalities also constitute a stimulus, if

not an obligation, for public authorities to invest in
relevant services when their availability and quality is

not satisfactory. In practice, CCTs have demonstrated
good outcomes that tend to confirm such assertions, al-
though relatively little research has been documented to
date. Evaluations of the Mexican CCT Progresa, which
assessed the impact of imposing education-related con-
ditions on school enrolment and attendance, show a
significant effect (de Brauw and Hoddinott, 2008)."
That said, and as described earlier in this chapter,

unconditional cash transfers (UCTSs) can also deliver
favourable human development outcomes. For instance,

the United Kingdom’s Department for International
Development (DFID) has argued that “cash transfers
do not need to be made conditional on school attend-

ance to impact on children’s education” (2005, p. 14). |

The old-age pensions in Brazil have helped to increase
school attendance and there is evidence that the cash
paid through the Namibian pension scheme has ulti-

mately been spent on children’s education in spite of !
the absence of conditions. Thus, it cannot be automat-

ically assumed that it is the conditionalities themselves
that are pivotal in satisfying human development goals.
Nevertheless, the conditional element helps to improve

the acceptability of social transfers directed to the poor. !
. other than the “carly adopters” in Latin America. Are

Conditionalities evidently improve political acceptance

' De Brauw and Hoddinott found that on average children in
households that did not receive the monitoring forms are 7.2 percentage

points less likely to enrol in school (2008, p. 1). Furthermore, “When

- as Brazil is quite different from that which is feasible in
impact was even larger, while there was no measurable impact on chil-

children were making the transition to lower secondary school, the

dren continuing in primary school. The impact is even more pronounced
among households with illiterate heads” (ibid.).
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of schemes, because they reflect the social ethic of reci-

members of society, should be balanced in some way by
responsibilities.

CCTs also have a number of drawbacks in terms
of human development objectives. If, for example, a
household fails to satisfy a conditionality on health, it
might be excluded from other developmental benefits
encompassed within the same CCT(s), such as reduced
poverty and improved nutrition. The goal of human de-

- velopment would hardly be served and strengthened by
. “punishing” households through suspension or being

expelled from the programme for unfulfilled obliga-
tions, when those who would suffer directly are likely to
be children, rather than those who must actually fulfil
the obligations.

(iif) Poor people’s agency and CCTs

Some argue that because CCTs strengthen access to

health, education and better income, they promote
b « » . . .

poor people’s “agency”. In addition, the existence of

conditionalities can strengthen the bargaining power

- and status of women and children within the house-

.~ hold. On the other hand, some sce CCTs as represent-

ing a form of mean-spirited paternalism, showing little
faith in the poor to know what is best for them and
their families. As Kiinnemann and Leonhard (2008,
p- 16) have argued, CCTs in this sense are “freedom
constraining”, depriving “the poor of the freedom to
take the appropriate decisions to increase household
welfare”. This view is echoed by Samson et al. (2006,

- p- 12) who point out that there is a strong argument

against conditional transfers because “the imposition of
conditionalities may unnecessarily undermine house-
hold autonomy and presumes that the poor will not
make rational choices that improve their livelihood”.

(iv) Replicability of CCTs

Another important aspect of the debate is the question
of whether CCTs can be operationalized in countries

they really suitable and feasible in low-income countries
where existing infrastructure is less well developed?

What is possible in large middle-income countries such

a low-income sub-Saharan country. As noted by Taba-

. tabai (2006, p. 13), low-income countries are likely to
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be hampered by major supply-side constraints, a severe

lack of schools and clinics, and with limited budgetary

resources. For many, there is a continuing concern that
in low-income countries it might be more effective to
redirect the resources which would be needed to ad-
minister conditions, and which might be better applied
in improving existing social services. Supply-side con-
straints are obviously more pressing in poorer countries
and the regions within them. One final point is that the
continuity of CCTs is by no means assured when gov-
ernments change.

This debate is unlikely to be settled in the foresee-
able future. Nevertheless, CCTs have become a promis-
ing new means to reduce poverty and improve human
development outcomes.

3.3.3 Social assistance: From redistribution
to social inclusion

Among the important drivers of the increased promi-
nence of social assistance programmes is the acknowl-
edgement that even in contexts where contributory
schemes were and are well established a significant per-
centage of the working-age population lacks the mini-

mum economic conditions for a decent life. As they !

have been traditionally conceived and implemented,
social assistance schemes acted to strengthen the
income security of the poor, viewing them as members

of society as a whole and transferring to them part of |

the wealth produced by that society.

On the basis of this redistribution function, social
assistance was understood fundamentally as a “safety
net” protecting those whose income security could not
for some reason be assured by the social insurance—em-
ployment nexus. In most cases this protection was un-
derstood to be temporary, as it was expected that the
natural economic functioning of society would inte-
grate them back into the economic system.

The redistributive function of social assistance has
been, continues to be, and will always be essential in
combating poverty by ensuring that the immediate
needs of the poor are met. However, such systems also

have a longer-term redistributive function, in providing

some measure of income support for those who fall into
temporary poverty, pending their economic reintegra-
tion. A further important aspect of redistribution is
that of an economic “floor”, which allows beneficiary
households continued access to “social assets” (for ex-
ample, education and health), and so improving their
resilience in the face of poverty.

However, while social assistance represents a neces-
sary component of the whole, it has not, alone, proved
sufficient to combat poverty in the long run. Ulti-
mately, it is necessary to address directly the diverse fac-
tors underlying poverty, particularly that of exclusion
from a series of “social assets”. The last 20 years have in
fact seen new forms of social assistance explicitly ad-
dressing these and other poverty factors, thus going
beyond simple redistribution and leading social assis-
tance from a “safety net” to a “social inclusion” frame-
work, and providing access to a range of basic services,
particularly health care and education, and to economic
opportunities.

Access to health services for children and their
mothers and access to education by children are the
most common features of such programmes (particu-
larly those of the CCT type). They are seen as a valuable
mechanism enhancing the capabilities of poor people,
thus providing an escape from poverty over the long
term. Ensuring children’s access to education is espe-
cially beneficial, as it helps to reduce child labour, which
not only represents a violation of children’s rights but
also tends to entrap them in lower skilled/poorly paid
jobs when adults.

Access to economic opportunities has been pro-
moted either directly, through the provision of work
(as exemplified in public works programmes), or indi-
rectly, by creating the conditions for developing em-
ployability, entrepreneurship and access to the labour
market (including input grants, access to micro-credit
and training).

Another important aspect of inclusive social as-
sistance has been support for particular categories of
working-age poor. A group of particular importance
is that of working-age women; one example of such
a scheme is the Indian National Rural Employment
Guarantee Scheme (NREGS), in which a specific share
of places has been reserved for women. Another group
meriting special attention is that of the “extreme poor”,
who face specific obstacles limiting access to available
services and economic opportunities. The relevant pro-
grammes often work in an intensive and personalized
manner in areas of exclusion (BRAC/TUP in Bangla-
desh and Solidario in Chile are notable examples).

Accordingly, inclusive social assistance has gained
prominence in the human development agenda. It has
become a major instrument for addressing poverty
while promoting more cohesive societies. Notwith-
standing, as the potential impact of social assistance
in addressing poverty has increased, so have the chal-
lenges.



The first such challenge is the need to provide the
services, the very demand for which is built by social as-
sistance. Availability of health and education services,
and their capacity to cope with increasing demand, be-
comes the key to success. The same applies to economic
opportunities, in terms of the creation and sustain-
ability of jobs, particularly in an unfavourable macro-
economic climate.

The second challenge is to ensure the adequacy, not
only in terms of quantity but also of quality, of ser-
vices offered and jobs created. In the case of services,

Practical policy options and policy design issues

while overall quality matters, fulfilling the needs of
the poor is of primary importance. A good example of
this can be seen in education, where the key objective is
to ensure that increased school enrolment and attend-
ance are not accompanied by greater drop-out rates and
greater failure rates.

This discussion illustrates the importance of coordi-
nating social assistance with other sectors (particularly
education, health, and employment), preferably within
a global and integrated development framework.
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Whatever the national setting, social security systems

act as social and economic stabilizers. They not only pre-
vent people from falling into poverty and insecurity,

ensure access to needed health services and education

and reduce the likelihood of social unrest, but are also
an indispensable factor in people’s productive capacity,
stabilizing aggregate demand in times of economic crisis.

In countries currently lacking strong social security
and income support programmes, the first building
block of a comprehensive national social security system
should comprise a basic package of social transfers, which
in combination with actions that guarantee access to ad-
equate and affordable nutrition and essential social and

health services, forms a social protection floor. Widespread |
support is gathering for a policy where countries can !
grow with equity — that is, providing some form of social

protection from the early stages of their economic de-
velopment. Indeed, there is evidence that in the absence
of an appropriate concept of equity and equality, eco-
nomic growth is not in fact sustainable in the long run.

The core policy concepts described here emerge
from the analysis of, and reflect the principles under-
lying, the following instruments: the Universal Dec-
laration of Human Rights, the ILO’s Constitution of
1919, the mandate defined in the Declaration of Phila-
delphia of 1944, the Conclusions of the International
Labour Conference in 2001, the Declaration on Social

Justice for a Fair Globalization (2008), and the Global
Jobs Pact (2009), together with the relevant up-to-date

ILO Conventions.

- 4.1.1 The social security

development paradigm

A conceptual strategy for the Campaign to extend
social security coverage appropriate to present global
economic and social conditions can now be set out, rest-
ing on the foundations of the legal bases laid out here,
and the basic principles distilled from the ILO’s overall
policy approach. This must be a two-dimensional ap-
proach. The first dimension comprises the extension of
a measure of income security and access to health care,
even if at a modest basic level, to the entire population.
This dimension may be called horizontal extension. In
the second dimension, the objective is to seck to provide
higher levels of income security and access to higher
quality health care at levels that protect the standard of
living of individuals and families, even when faced with
fundamental life contingencies such as unemployment,
ill health, invalidity, loss of breadwinner and old age.

. This dimension may be called vertical extension.

The metaphor emerging from the above considera-
tions of the strategic framework for the extension of
social security coverage is the image of a social security
staircase. The floor level comprises basic guarantees for
all, the second level consists of a right to benefits for
those with tax-paying or contributory capacity (wherein
minimum benefit levels are defined and protected by
law) and, finally, for those with a specific need for high
levels of protection, voluntary arrangements can be or-
ganized, typically through private insurance, which
should be regulated by public supervision. This meta-

phor applies to countries at all stages of development,
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albeit that the proportion of participants whose only !
protection consists of basic social guarantees is, of

course, larger in countries at a lower level of economic
development. The organizational form of the imple-
mentation of the paradigm should be framed by na-

tional policy and cannot realistically be determined on !
an international basis. Ultimately, the objective must be !

to ensure appropriate social outcomes, namely that eve-
ryone has access to some measure of social security and
that their protection improves as economies develop.

4.1.2 The concept of a social protection floor

The concept of a social protection floor has been adopted

by the United Nations Chief Executives Board as one
component of its policy approach to address the global

financial crisis, and was endorsed by the International
Labour Conference in 2009 as an element of the Global

Jobs Pact. A social protection floor is conceived as con-
sisting of two main elements that help to realize re-

spective human rights:'

® FEssential public services: geographical and financial
access to essential services (such as water and sanita-
tion, health and education).

® Social transfers: a basic set of essential social trans-
fers, in cash and in kind, paid to the poor and vul-
nerable to provide a minimum income security and
access to essential health care.

The social transfer component of the social protection
floor (ILO, 2008k, section I A(ii)) comprises a basic set

of essential social guarantees realized through transfers

in cash and in kind, typically ensuring;
® universal access to essential health services;

® income (or subsistence) security for all children

through child benefits;

® income support combined with employment guar-

antees and/or other labour market policies for those
of active age able (and willing) to work, who cannot
earn sufficient income on the labour market;*

® income security through basic tax-financed pensions

for the old, the disabled and those who have lost the

main breadwinner in a family.

* Including women during the last months of pregnancy and during
the month immediately following delivery.

The term “guarantees” leaves open the question of
whether all or some of these transfers are granted (i)
on a universal basis to all inhabitants of a country; or
(ii) arranged through compulsory, contributory broad-
based social insurance schemes, or (iii) only in case of
assessed need, or (iv) are tied to a number of behav-
ioural conditions. The key determinant is that all citi-
zens have access to essential health services and means
of securing a minimum level of income.

Different countries will envisage and implement

. different combinations of needs-based, insurance-based
- and universal non-contributory systems of social pro-

tection. The process of deciding how to construct the
basic social protection floor and which benefits to in-
troduce as a matter of priority should be driven by con-
siderations including levels of poverty and vulnerability,
together with the availability of fiscal space and institu-
tional strength.

Presently, 80 per cent of the global population has
less than adequate (very often, far less) social protection
coverage. However, new systems of basic cash transfers
coupled with social welfare services are emerging. While
funding, implementation modalities and policy impli-
cations vary considerably, all systems throughout the

- world share the objectives of reducing the vulnerability
. of households and its causes, and of ensuring access to

food, health and education. During the last ten years,
cash transfer programmes have sprung up in approxi-
mately 30, mostly developing, countries worldwide and

can already be seen to be providing elements of a social
. protection floor. Led by flagship programmes such as

Oportunidades in Mexico, Bolsa Familia in Brazil, the
child, old-age and invalidity grant system in South
Africa, and the 100-day rural employment guarantee

. scheme in India, the number of programmes now in op-
. eration worldwide is approaching 80, and the number of

participants between 150 and 200 million. Nevertheless,
this still addresses the needs of only a small percentage

of the global population living in extreme poverty.

4.1.3 Affordability and financing
of the social protection floor

The ILO has calculated that a set of minimum transfers
need not be costly in per capita terms. A costing study of
12 low-income developing countries shows that the ini-

. tial gross annual cost of a hypothetical basic social trans-

. . fer package (excluding access to basic health care that to
See The Universal Declaration of Human Rights, paras. 22, 25 and 26.

some extent is financed already) is projected to lie in the

© range of 2.2 to 5.7 per cent of GDP in 2010. Individual



elements appear even more affordable. The annual costs
of providing universal basic old-age and disability pen-
sions, for example, are estimated in 2010 at between 0.6
and 1.5 per cent of GDP in the countries considered.

The core challenge for financing the basic social se-
curity guarantees remains that of securing the necessary
fiscal space. The wide variety of resources that coun-
tries at the same level of GDP per capita spend on social
transfers indicates that the allocation of resources to
the financing of social transfers is essentially a matter
of political determination and priorities. “Political will”
is needed to allocate a certain share of existing govern-
ment resources for social security and to increase them
if needed.

The increase of fiscal space for social security thus
requires political decisions with respect to government
spending priorities, together in many cases with invest-
ments in national tax reforms. The example of many
African countries during the last decade shows that
developing countries can successfully increase their rev-
enues relative to GDP.

While seeking to expand the “resource envelope”
available for the financing of social security, it is of
course critically important to recognize the feasibil-
ity of making significant improvements through the
effective use of the resources that are available. Thus
measures should be taken to maximize the administra-
tive capacity to deliver benefits efficiently, and to mini-
mize waste and misuse of resources.

4.1.4 Instrumental aspects
of the ILO’s ongoing approach

The ILO’s basic legitimacy for all means of action, not-
ably its policy recommendations, remains its standard-
setting competence. Existing ILO standards in social
security provide an excellent basis for the vertical exten-
sion of social security coverage, but are much weaker
when it comes to extending benefits to all on the basis
of a minimum set of social guarantees. While the Con-
stitution provides a general mandate, the only formal
instruments that promote universal coverage for basic
benefits are Recommendations Nos. 67 (Income Se-
curity Recommendation) and 69 (Medical Care Rec-
ommendation), both of 1944. While Recommendation
No. 67 has been declared up to date, this is not the case
for Recommendation No. 69.

Standards provide the basis for the authority of; as
well as the basic policy orientation for, all ILO tech-
nical advice and cooperation, including activities under

Summary and conclusions

the Campaign. The existing instruments, the consti-
tutional mandate of the ILO and the Universal Dec-
laration of Human Rights form the legal basis for the
social guarantees in the social floor concept. However,
a mechanism consolidating the legal mandate and pro-
viding guidance with respect to the exact definition of
the four basic guarantees and the level of protection, as
well as the variety of organizational and legal forms that
the guarantees may take, would appear necessary to fa-
cilitate national and international policy formulation

and guide the ILO.

In the light of the discussions in September 2009
amongst the participants in the Tripartite Meeting of
Experts on Strategies for the Extension of Social Security
Coverage, based on and going beyond the themes elabor-
ated in the foregoing chapters, the Chairperson of the
meeting, Mr Carlos Eduardo Gabas, compiled a sum-
mary designed to reflect the issues discussed and to indi-
cate the range of viewpoints expressed by the delegates to
the meeting. The Chairperson’s Summary is reproduced
in full in Annex I. The Summary may be taken, however,
to point in a broad manner to a number of conclusions,
however tentatively some of these may be interpreted.

® There is a clear and undoubted need for social se-
curity in the world, which is properly addressed
through the mandate and approach of the ILO,
being rights-based and instrumental. The integrated
character of the ILO’s approach, emphasizing social
dialogue and elements such as the gender dimen-
sion, together with the framework of relevant Con-
ventions and Recommendations, is of particular
value.

® The fact that major gaps remain in social security
coverage in many of the world’s countries is of par-
ticular concern, with the result that it is seen to be
of the greatest importance to develop and assess new
approaches, including those noted below.

® A consensus is emerging which is fully supportive of
the two-dimensional approach to the extension of
social security coverage, combining the “horizontal”
and “vertical” dimensions of the extension of cover-
age described above.

® The responsibility for finding the optimal approach

to the design of schemes and programmes for the
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extension of coverage rests with each country indi-
vidually, to reflect their own needs and values.

Likewise, the means for funding the schemes and
programmes through which extension of coverage
may be achieved, and in particular the mobilizing of
appropriate fiscal space, must be the responsibility of
cach country individually, in the light of prevailing
concerns, constraints and opportunities, and is ex-
pected everywhere to reflect a pluralistic approach.

While discussions relating to the extension of cover-
age focus, inevitably, on pension provision (for the
contingencies of old age, survivorship and disabil-
ity), the delegates to the meeting took note of the si-
multaneous importance of social security in relation
to health care.

Likewise, the delegates noted the importance of social
security provision in relation to unemployment, in
particular in the context of the ongoing global finan-
cial crisis and its impact in terms of lost jobs.

Extending social security to all — A guide through challenges and options

® In the view of the body of employers, employment

and employability are critical elements for the de-
velopment of social protection and its financing.
Government representatives observed in particular
that a basic social protection floor contributes to
sustainable economic development, and should be
seen as social investment and as a positive factor for
competitiveness. Workers’ representatives also noted
that, based on rich experience becoming evident
around the world, a social protection floor is feasi-
ble and can strongly enhance economic and social
development.

The newly-formulated concept of a social protection
floor attracts consensus support. Such a concept can
be seen to follow from the Declaration on Social
Justice for a Fair Globalization adopted at the Inter-
national Labour Conference of 2008, and to form
an important component of the Global Jobs Pact
promulgated at the International Labour Confer-
ence of 2009.









art IT provides a range of factual and illustrative

experiences from social protection systems around
the world, in support of the concepts and framework
presented in Part I. It comprises three main sections,
of which the first (Chapter 5) represents a global survey
of key social security statistics. The second (Chapter 6)
comprises a selection of experiences from national social
security systems, designed to illustrate critical points
in relation to different aspects of social security pro-
vision. The third (Chapter 7) is a broader assessment
of the impact on poverty and related “social sector”
issues, in the context of the rapid growth in recent years
of cash or “social” transfer schemes as a widening ap-
proach to social protection. The text of this Chapter is

drawn from the review Effects of non-contributory social

transfers in developing countries: A compendium (“the

Compendium”) compiled by the ILO Social Security

Department. The overview synthesis by Professor Ar-
mando Barrientos looks at the wider direct and indirect

impacts attributed to the growing number around the
world of significant and well-established national pro-
grammes of cash, or “social”, transfers — specifically, as
the title of the Compendium indicates, those which
are non-contributory in design. The complete Compen-
dium, comprising both a matrix of programme-specific
experiences together with an analytical overview, may
be found on the knowledge-sharing platform of the ILO
Social Security Department described in Annex I'V.

Social security, by its very nature, is a subject where
new experiences and perspectives arise continuously.
This is reflected in the fact that the different sections
of Part IT have been compiled at different times and on
the basis of statistics that are not necessarily contempo-
rancous. The reader should be aware, accordingly, that
full consistency of statistical and other information
as between the chapters cannot be guaranteed. Every
effort has been made to check the various sources of
data and these are generally noted.
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This Chapter comprises a specially compiled statistical
analysis of the “coverage gap”. It presents a global assess-
ment, with a particular focus at each stage on selected
contingencies (such as income security in old age, or
access to health care). Special attention is paid to cover-
age, or the lack thereof, in relation to female workers.
The analysis also secks to quantify as far as possible the
influence of a range of different factors.

When analysing social security coverage a number
of dimensions need to be considered:

The first is an assessment of coverage in relation to
different contingencies. It is convenient to categorize
the usual range of contingencies (as listed in, for exam-
ple, Convention No. 102) according to their charac-
teristics as “long-term” or “short-term”, and this often
corresponds to the respective arrangements for their
administration in any given country. Long-term bene-
fits are usually regarded as comprising pension benefits
to provide income security in old age and to survivors
(widow/ers and orphans) and those with disabilities.
Short-term benefits, usually administered in one or
more separate “branches”, include maternity and sick-
ness benefits, and also income support (and related
services) for those becoming unemployed. Benefit pro-
grammes for victims of employment injury have both
short- and long-term characteristics. Provisions for
access to health services (including special arrange-
ments, for example, relating to occupational health
and injury schemes) are almost always administered
through dedicated systems.

The second dimension of analysis looks at the dis-
tinction which must be made between legal (or “statu-
tory”) and effective coverage. In general, a sub-group
of the population is identified as “legally covered” for
one or more branches of social security if legal provi-
sions exist declaring their entitlement to coverage and
benefits under appropriate circumstances (for example,
the right to receive a pension on reaching age 65, or to
income support if and when their income falls below a
specified threshold). However, it is clear that in reality
the number of individuals who actually participate in
any social security system and so receive benefits, de-
scribed as the “effective coverage”, is lower than this, for
a variety of reasons including the capacity to make re-
quired contributions. The difference between legal and
effective coverage can be particularly marked in the case
of access to health care, for reasons which include not
only financial affordability but the physical availability
of facilities and services.

The third dimension of analysis addresses the diffi-
culty that, while in relation to a variety of social security
arrangements coverage is well measured in terms of the
numbers of individuals prozected (for example, the pro-
portion of a target group who pay contributions to a social
insurance pension scheme), in other cases such a meas-
ure may be cither impossible to make, or meaningless
when calculated (for example, the numbers of potential
beneficiaries from a pension benefit paid on a universal
basis within a country). In such a case, it may be more
useful to measure coverage in terms of the proportion
within a target group (for example, all those in the popu-
lation over age 65) of those who are actual beneficiaries.
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Measuring coverage is nevertheless subject to several
difficulties, notably in schemes where benefit payments
to individuals (“protected persons” together with their
dependants) may be conditional on means-testing or
other conditionalities. In such schemes, it may be very
difficult to count the target group and so measure cov-
erage in terms of the proportions either of persons pro-
tected (in the sense of, say, contributors to a scheme) or
actual beneficiaries. A further set of problems may be
seen in relation to the categorization as formal or infor-
mal of both employment settings (the formal or infor-
mal economy) and workers’ status; even in the formal
economy many workers may be employed on an infor-
mal basis. For the purposes of statistical analysis, there-
fore, the definition of “protected persons” must in many
cases be drawn rather broadly.

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

Contributory social insurance and other statutory
schemes in most countries allow participation only by
those who are in formal wage or salary employment.
Both legal and effective coverage by these schemes are
thus strongly correlated with the percentage of these
employees within the total employed.

This section begins, therefore, by surveying employ-
ment patterns. Globally (see table 5.1), just over a quar-
ter of the world’s working-age population (one third of
working-age men and one fifth of working-age women)
enjoys regular employment (formal or informal).
Amongst those who have employment of any kind,
fewer than half have the contractual status of wage or
salary worker. However, while in developed economies
nearly 85 per cent of all those employed are wage or
salary employees, this figure is only around 20 per cent
in South Asia and sub-Saharan Africa, less than 40 per
cent in South-East Asia and the Pacific, slightly more
than 40 per cent in East Asia and about 60 per cent in
North Africa, the Middle East and Latin America and
the Caribbean (see also figure 5.1 below). However,
even amongst this group, not all are in formal employ-
ment and so enjoy access to statutory social security
benefits. (See box 5.1, which explores the links between
wage employment and social protection coverage.)

Patterns of legal coverage for social security closely
follow the patterns of labour market structures

Table 5.1 Employees (wage and salary workers) in the labour market worldwide, 2008 (percentages)

Total Men Women

Employed  Totalworking-age ~ Employed Totalworking-age ~ Employed  Total working-age

=100 population = 100 =100 population = 100 =100 population = 100
South Asia 20.8 9.7 23.4 15.6 14.6 3.5
Sub-Saharan Africa 229 13.8 29.2 20.5 14.4 7.4
South-East Asia & the Pacific 38.8 219 415 28.6 35.0 15.1
East Asia 42.6 23.3 46.0 289 38.3 17.6
North Africa 58.3 24.4 58.8 385 56.7 105
Middle East 615 29.0 64.4 41.6 53.5 15.0
Latin America & the Caribbean 62.7 38.6 60.6 46.1 65.8 31.8
Central & South-Eastern Europe 76.6 41.5 754 48.0 78.0 35.7
(non-EU) & CIS
Developed economies 84.3 46.6 81.7 51.8 875 41.6
World 469 26.5 47.4 33.0 46.0 20.1

Note: Labour force surveys distinguish between those who are employees (employed in wage or salary employment) and those who are not and thus are either
self-employed (employers and own-account workers) or unpaid helping family workers. The table shows percentages of those who are employees among

(1) all employed; (2) all population of working age, i.e. between 15 and 64.

Source: ILO calculations, based on ILO 2008i: Key Indicators of the Labour Market (KILM), 5th edition, http://www.ilo.org/public/english/employment/strat/
kilm/ using 2006 estimates for indicator 3: status of employment and indicator 2: employment to population ratio). Country classification also from KILM.
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Box 5.1 Employment informality and deficit of social and employment protection among wage workers:
Latin America and Africa (Zambia and United Republic of Tanzania)

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

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

Latin America: Social protection coverage among employees according to type of contract, 2005
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Source: ECLAC on the basis of household surveys for 16 countries, in Tokman, 2007.

Examples from Africa show the same pattern. Although Zambia (ILO, 2008j) has very specific social security
arrangements for formal employees, by no means all are reached by existing social security provisions. One
of the obstacles to achieving greater social security coverage may be that nearly half (49 per cent of the total,
54 per cent of women and 47 per cent of men) say either that they do not have a contract with their employer or
that they do not know whether they have one. Accordingly, half of all employees (but only 19 per cent of public-
sector employees) say their employers do not contribute to social security or that they do not know whether their
employer contributes. Similarly, more than half of all employees (again 19 per cent of public-sector employees)
indicate that they have no entitlement to paid leave or at least are not aware of this entitlement. The same situation
could apply to other legal entitlements of employees regulated by the Employment Act, such as sick pay and paid
maternity leave.

In the United Republic of Tanzania (ILO, 2008k), according to the 2005/2006 Integrated Labour Force Survey
(ILFS), 8.6 per cent of all employed are in paid employment, with 39.1 per cent of paid employees (38 per cent
of men and 42.2 per cent of women) working in the informal economy. Only 49 per cent of paid employees (with
practically no gender difference) say they have a written contract (38.9 per cent on a permanent basis and 10.7 per
cent a written contract of a casual nature). Amongst paid employees working in formal economy enterprises, 70 per
cent have written contracts and 15 per cent oral contracts. The corresponding proportions among employees
working in informal economy enterprises are reversed, with the majority, 61 per cent, having oral contracts and
only 15 per cent written contracts, in most cases on a casual basis. As in Zambia, the majority, more than 63 per
cent of all paid employees (but only 28 per cent of public and other corporate organizations’ employees, and
17 per cent of paid employees with a permanent written contract) say their employers are not contributing to social
security or that they do not know if the employer contributes. Only 5 per cent of paid employees working in the
informal economy say that their employer contributes to any of the existing formal social security schemes; the
corresponding proportion for paid employees working in the formal economy is naturally higher, at just over 56 per
cent, but is still far from representing full coverage.
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Figure 5.1 Percentage of wage workers among those employed worldwide, latest available year
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Note: For the majority of countries the latest available year is between 2005 and 2008. For further details see ILO, 2010, Statistical Annex.

Sources: ILO, LABORSTA,; KILM (ILO, 2008i); completed with data from national statistical offices. Numbers in brackets give the number of countries

included in a dataset for each group.

illustrated in figure 5.1 and elsewhere. A rough-and-
ready way to make an assessment of the scope of cov-

cight branches of social security other than health,
where there is at least one scheme existing (even though
some of these schemes may cover only a small percent-
age of the population).

While a large majority of countries in Europe, a ma-
jority in the Americas, and countries such as Japan,
Australia and New Zealand have schemes covering all
cight social security branches, only a few countries in
Africa or Asia have such “comprehensive” social se-
curity systems (sce figure 5.2).

Nearly all countries in the world — including low-
income ones — have a statutory programme or provi-
sions, however limited, included in the labour code,
making provision in case of employment injury and at
least one pension scheme. Such provisions often cover,
effectively, only a small portion of the labour force,
being typically limited to those in public employment
and the private sector of the formal economy. Some,
such as those which are organized as “provident funds”,
pay benefits in lump-sum form, rather than as periodi-
cal benefits throughout the duration of a contingency as
required by, for example, Convention No. 102. It is rarer
to find coverage for other contingencies, such as paid

maternity leave, paid sick leave, benefits for families

- with children and (most rarely) unemployment bene-
erage is to count for each country the number, out of

fits. For the last-named contingency, provision exists in
only about 10 per cent of low-income countries, about
half of middle-income countries and less than 80 per
cent of high-income countries (see figure 5.3).

Only one-third of countries globally (represent-
ing 28 per cent of the total global population) have
comprehensive social protection systems covering all
branches of social security as defined in ILO Conven-
tion No. 102. Typically, these systems cover only those

- who have formal employment as wage or salary workers,

constituting less than half of the economically active
population globally, but over 70 per cent in the coun-
tries with comprehensive social security systems men-
tioned above. Taking into account those who are not
economically active, it can be estimated that only about
20 per cent of the world’s working-age population (and
their families) have effective access to such comprehen-
sive social protection systems.

In summary, coverage rates vary widely with respect
to different contingencies and between countries with
different levels of development. Unemployment insur-
ance programmes are found in less than 50 per cent of
countries, providing potential /egal coverage to hardly
more than one-third of the world’s economically active
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Figure 5.2 Number of social security branches covered by statutory programmes, 2008-09
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Sources: ILO Social security database — Programmes and mechanisms, based mainly on SSA/ISSA for groups covered: 2008 for Asia and Europe; 2009
for Africa and the Americas; quantification based on statistical databases: LABORSTA and KILM (ILO, 2008i); and national statistical offices. Numbers in

brackets give the number of countries included in each group.

Figure 5.3 Scope of legal social security coverage: Countries with statutory programmes or limited provision,

latest available year
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Americas.

population (ranging from 3 per cent in sub-Saharan
Africa to between 20 and 30 per cent in North Africa, the
Middle East, Asia and Latin America, and to over 70 per
cent in Europe and North America), but their effective
coverage is significantly lower (see figures 5.4 and 5.5).

Employment injury compensation programmes
exist in most countries; however, the estimated legal
coverage represents less than 30 per cent of the work-
ing-age population, and less than 40 per cent of the eco-
nomically active population (see figure 5.6).
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Figure 5.4 Legal coverage for unemployment as a percentage of the working-age population and economically active
population, regional estimates, latest available year

Total
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Note: Latest available year: for detailed information by country see ILO, 2010, Statistical Annex.

Sources: ILO Social Security Department, based on SSA/ISSA, 2008, 2009; national legislative texts; ILO, LABORSTA completed
with national statistical data for the quantification of the groups legally covered.

Figure 5.5 Effective coverage as a percentage of the unemployed receiving unemployment benefits,
regional estimates, latest available year
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Note: Regional estimates weighted by the economically active population.

Sources: ILO Social Security Inquiry database, compiled from data on unemployed receiving unemployment benefits collected
from national social security unemployment schemes; ILO, LABORSTA for total unemployed used as the denominator.

Figure 5.6 Legal coverage for employment injury as a percentage of the working-age population and economically
active population, 2008-09
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The following sections focus in more detail on the
coverage of benefit schemes providing specifically for
income security in old age and for medical benefits, as
specified in Convention No. 102, in other words, se-
curing financial protection that allows households to
afford access to health-care services.

Globally, the theoretical coverage of existing statu-
tory contributory pension schemes should amount to
nearly 40 per cent of the working-age population (and
50 per cent of the economically active population). In
practice, however, the effective coverage amounts to no
more than 25 per cent of working-age men and women.
Again, the variation is wide, from about 5 per cent in
sub-Saharan Africa, to 20 per cent in North Africa,
Asia and the Middle East, 30 per cent in Latin Amer-
ica and more than 50 per cent in most of Europe and
North America (see figure 5.7).

At the same time, in high-income countries 75 per
cent of older people (age 65 and over) are in receipt
of some amount of pension; in low-income countries
the corresponding mean figure is below 20 per cent of
the elderly (and in this group of countries the median
figure is just over 7 per cent, sce figure 5.8).

The need to extend coverage is, therefore, most
urgent in developing countries, where formal coverage

A statistical analysis of the coverage gap

rates are very low. Existing pension schemes in such
countries tend to cover a restricted proportion of the
workforce (mainly in formal wage employment as
shown on figure 5.9), whereas in high-income and in
an increasing number of middle-income countries uni-
versal pension coverage has been achieved or is close
to being so. However, with increasing longevity the
“average” working lifetime, in proportion to the average
period for which a pension is drawn, has become con-
siderably shorter than hitherto. This, together with in-
creasing demands for long-term care of older people,
means that social security systems are coming under
increasing financial stress, leading in turn to calls for
reforms; these would generally result in relatively lower
average benefits for future generations of retirees.

Meanwhile, it is observed that large numbers of
older people, particularly in low-income countries, are
obliged to continue working mainly in the informal
economy, because their pension entitlements, if any, are
too low to lift them out of poverty in their old age. Typ-
ically, such people will have spent their working life in
the informal economy or in rural areas, so will have had
no opportunity to participate in contributory pension
schemes, neither will they be able to benefit from social
assistance or universal pension provisions.

A rather sketchy picture of retirement patterns can
be obtained by analysing levels of economic activity
amongst the elderly, although the available data is in-
sufficiently detailed to be able to calculate their average
ages at exit from the labour market in all countries,

Figure 5.7 Old age: Legal coverage and effective coverage, contributors as a percentage
of the working-age population, by region, 2008-09
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Working-age population contributing to an old-age pension scheme (%)

Old-age pension beneficiaries as a proportion of the elderly (%)

Figure 5.8 Old-age pension beneficiaries as a proportion of the elderly by income level,
various countries, latest available year
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Figure 5.9 Old-age pensions: Effective active contributors as a percentage of the working-age population by share of wage
employment in total employment, latest available year (percentages)

100
Luxembourg
Iceland
80 \autzerlznd
yprus
Japan Denmark Norway
Sweden United States
Portugal J Canada Upited Kingdom
Barbadog B stonia
h Republic 1) Latyia
Antigua & S350 inland Aruba (Neth.)
g ‘Yelang, Finlan
Malaysia bain Germany
Kazakhstan Saint Kitts and Nevis France
60 Ital Belgi .
Greece. Chile Bulgaria
T Urugua Trinidad and Tobago Lithuania
Philippines panama 5 Poland Slovakia
Grenada Ukraine
i ipei Hungar;
Moldova, Republic of Chinese Taipe "0 tia ungary
Brazil Costa Rica
azl Beli Saint Vin¢ent and the Grenadines
Saint Lucia belize
40 Romania
Algeria]  Mexico M ia, The former Yugoslav Rep. of
Syrian Arab Republic Tunisia Dominica Montenegro Russian Fed .
B ussian Federation
Venezuela, Bolivarian Rep. of Serbia  Argentina
Albania Mauritius
Kyrgyzstan . El Salvador
T
oy Armenia U] Egype
; Azerbaijan Sri Lanka
Georgia 1 f hi
Guatemala Cave Verde Colgmbia Samoa ‘ Ec‘;ador China ordan
20 Thraitand: Trans1 P
Honduras Nicaragua Peru
Congo, Democratic Cameroon  Viet Nam Indonesia Morocco Dominican/Rgpublic
Republic of Zimbabwe Paraguay . Maldives
Ghana A P - Jamaica
Uganda Cote d'Ivoire~" Mauritania Bolivia " .
E Dijibouti Oman
Zambia ] Congo Bhutan . o Iraq
Benin Senegal |, Mali Lesotho Sud India Namibia
Bangla]fig e udan - pakistan Yemen
0 Burundi Nigeria Mozambique Nepal
0 20 40 60 80 100

Wage and salaried employment as a share of total employment (%)

Note: Latest available year: for country data with corresponding year see ILO, 2010, Statistical Annex.

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



A statistical analysis of the coverage gap

Table 5.2 Participation in the labour market of elderly (65+), and life expectancy at age 65, 1980 and 2005

Labour force participation of those aged 65+,

Life expectancy at age 65

% of labour force participation of those over 14

Men ‘Women 2000-2005

1980 2005 1980 2005 Men ‘Women
Middle Africa 84.4 85.0 55.1 56.5 10.96 12.38
Western Africa 81.4 82.3 58.7 56.3 11.36 12.50
Eastern Africa 82.7 81.5 62.5 59.1 11.31 13.00
South-Central Asia 68.5 60.2 39.3 43.8 13.36 14.58
South-Eastern Asia 62.0 579 38.4 32.7 13.36 15.33
Central America 73.6 56.6 53.4 34.0 16.24 18.16
South America 435 44.5 22.2 25.4 15.35 17.98
Northern Africa 59.9 429 61.5 22.3 12.81 14.58
Western Asia 46.2 42.7 35.7 40.5 13.16 15.14
Caribbean 47.3 38.2 29.1 17.0 15.30 17.67
Eastern Asia 38.3 335 10.8 16.9 14.81 17.53
Southern Africa 33.0 329 20.6 12.5 10.69 14.18
Australia and Oceania 19.1 19.9 10.4 9.9 16.49 19.86
Eastern Europe 20.2 15.4 8.7 10.7 11.56 15.27
Northern Europe 17.0 13.7 8.9 75 15.76 19.05
Southern Europe 20.3 12.8 15.7 9.7 16.12 19.75
Western Europe 10.1 5.7 7.3 3.2 16.06 20.01
WORLD 40.6 38.2 18.4 215 14.39 16.95
More developed regions 21.9 19.3 122 12.2 15.47 18.92
Less developed regions 54.2 48.5 249 27.8 13.80 15.64

Sources: (1) Labour force participation: ILO calculations based on the ILO database Economically Active Population Estimates and Projec-
tions, version 5: 1980-2020 (ILO, 2009c), available at http://laborsta.ilo.org/; (2) Life expectancy: United Nations, 2007. Country groupings
according to UN World Population Prospects (see http://esa.un.org/unpp/index.asp?panel=5).

and there is little information to indicate the extent
to which delaying retirement represents a matter of !

individual choice. Table 5.2 shows how labour force
participation rates of those aged 65 and older com-
pare with average economic activity rates for all those
over 14 years. Here again, the analysis shows a clear

dichotomy between developed parts of the world and

the developing countries, where effective “retirement”
from economic activity is rare. In sub-Saharan Africa,

for example, ageing men are typically able to reduce

their economic activity rates by no more than 20 per

cent. A striking feature of the figures for Africa is that ,

this pattern has not changed between 1980 and 2005.
A similar picture is seen in South and East Asia. The

figures suggest that women in most regions do reduce
their economic activity to a greater extent than men |

as they get older, but it is obvious that many are occu-

pied with activities not recorded by labour force surveys

as “employment”, such as care-giving and running the
household for other members of their families.

Table 5.2 also shows the estimated life expectancy !

at age 65 for men and women in different parts of the
world. The gap between life expectancy at birth between

the developed and developing parts of the world is well
known, but this gap is much smaller at older ages. Even
in the poorest countries, once people reach age 65 they

- will live for more than ten years on average, with pro-

found implications for their needs in terms of income
support and broader social protection.

Figure 5.10 shows that the link, in terms of inverse
correlation, between old-age pension coverage and
labour force participation of older people is strong.

For most OECD countries, at least, the statutory
coverage and hence the number of pension beneficiar-
ies represents a proportion of the population over re-
tirement age very close to 100 per cent. For a number
of reasons, the picture drawn by the statistics is a little
more complicated. Firstly, the number of pensioners
counted will include “early retirement” pensions paid
at ages below the normal retirement age. Secondly, it
may be difficult to count accurately the number of

. pensions paid (or contingently payable) to women,

since, while many women may lack pension entitle-
ments in their own right, they will qualify eventually
to receive widows’ pensions. Figure 5.11 shows, for this
reason, that in many European Union countries, the
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Labour force participation of the population aged 65 and over (%)

Female old-age pension recipients as
a percentage of female old-age population/

Figure 5.10 Persons above retirement age receiving pensions, and labour force participation of the population aged 65
and over, latest available year (percentages)
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Sources: ILO Social Security Department, compilation of available national data collected from national pension social security schemes; UN data.
See also ILO, GESS (ILO, 2009b).

Link: http://www.socialsecurityextension.org/gimi/gess/RessFileDownload.do?ressourceld=15147.

Figure 5.11 European Union: Old-age pension recipients, ratio to population over the legal retirement age
(excluding anticipated old-age pensions), 2006
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proportion represented by the number of recipients of
old-age pensions to the population over the retirement
age is equal to or higher than 100 per cent. However,
even in those countries for which the figure shows this
ratio to be less than one, the actual coverage is in fact
close to 100 per cent. An example is Poland, where the
number of women receiving survivors’ pensions is high.

In non-OECD countries, typically only a minority
of the elderly receive any pension from formal social se-
curity systems. The lowest coverage rates of all are seen
in Africa, where 10 per cent or fewer of the elderly have
any pension entitlement. This situation will not im-
prove radically in the foreseeable future, even though
many African countries have established contribu-
tory pension schemes, firstly because those schemes are
“young”, with few members who have contributed long
enough to accrue entitlements to benefits payable as yet,
but more importantly because it is rare that any more
than 10 per cent of those in the labour force or employ-
ment contribute to any pension scheme. The situation is
significantly better in countries with a longer tradition
of social security and a larger formal economy (for ex-
ample, Tunisia or Algeria, see figure 5.12).

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

In Asia, also, a varied picture is seen. The statistics
suggest that relatively high coverage levels are enjoyed
by the populations of Mongolia and countries of the
former Soviet Union. However, the overall level of ex-
penditure on social security in some of these countries,
taken together with other evidence, indicates that the
actual pensions paid are very low, and likely to be insuf-
ficient to keep the elderly out of poverty. In the case of
Japan, the statistical rate of coverage is below 100 per
cent due only to the fact that many Japanese retire
much later than age 60. In most other Asian countries,
effective coverage rates generally range between 20 and
40 per cent only. In contrast to the situation in Africa,
some improvements in coverage can, however, be ex-
pected in the future. In certain countries, policy re-
forms have already been undertaken, a notable example

' High coverage reflects the investment of substantial resources:
Mauritius and South Africa spend more than 5 per cent of their GDP on
social security, while the majority of the sub-Saharan African countries
allocate no more than 1 per cent of their GDP, of which a large portion
may represent pensions payable to civil servants.

A statistical analysis of the coverage gap

Figure 5.12 Africa: Old-age pensioners (at all ages) as a
proportion of the elderly population, latest
available year
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Note: Population aged 60+/65+, according to respective national statistics.
For further details see ILO, 2010b, Statistical Annex.

Sources: ILO Social Security Department, compilation of national available
data collected in national pension social security schemes; United Nations,
2009b, medium variant.

being the initiatives in China to provide at least some
coverage for the rural population. However, the major-
ity face a growing challenge to prevent widespread and
deep poverty among a rapidly ageing population work-
ing mainly in the informal economy with no access to
contributory social security schemes (see figure 5.13).

In the countries of Latin America and the Carib-
bean, with their long history of social security, coverage
generally reflects the proportion of those working in the
formal economy (30-60 per cent, with the exception
of some Caribbean islands where the formal economy
is larger). In Brazil, the statistics indicate that access
to contributory pensions, combined with tax-financed
rural and social pensions, results in the majority of the
population receiving some income support, although
many are still not covered. Bolivia, which introduced
small universal pensions several years ago, has also suc-
ceeded in covering a large portion of the elderly, but as
the evidence shows, there are still many people who, le-
gally, should be receiving benefits, yet are not covered by
the system (see figure 5.14).

The examples above show that globally there
is very wide diversity amongst countries of coverage
rates for old-age pension benefits, including those that
have achieved the highest levels. Empirical assessment
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Figure 5.13 Asia and the Middle East: Old-age pensioners

(at all ages) as a proportion of the elderly
population, latest available year
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Figure 5.14 Latin America and the Caribbean: Old-age
pensioners (at all ages) as a proportion of the

elderly population, latest available year
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leads to the observation that, in fact, the most success-
ful countries in this regard are those that have com-
plemented contributory pension schemes with the
introduction of non-contributory pensions, payable im-
mediately so as to reach, if not all of the elderly, then
those most urgently in need.

A further group of empirical observations concerns
the (known) strong gender dimension of old-age pov-
erty. Life expectancy for women is generally higher
than for men, so that a significant proportion of women
may live in poverty for a relatively long period. The
probability that a woman will lose her partner is higher,
and women are less likely than men to remarry. Thus,
women over age 60 without partners significantly out-
number their male counterparts and many must work
to compensate for declining intra-family support and
the absence of universal pension schemes in many coun-
tries. In some societies, these problems are certainly ex-
acerbated by social exclusion due to widowhood.

Similarly, the global pattern of pension cover-
age has a strong gender dimension. In most countries,
women are under-represented in the formal economy
and are, accordingly, proportionately under-represented
amongst the contributors to social insurance pension
schemes. When women do participate in such schemes,
it is often the case that their contributions are made at
relatively low rates (because they tend to be employed
in poorly-paid jobs) and for fewer years than men in
comparable employment (because they interrupt their
careers for child-bearing and other care responsibili-
ties), with the overall result that their final pensions are
disproportionately low. In addition, the annuitization
process in pension schemes based on individual savings
may result in relatively low pensions for women reflect-
ing their comparative longevity.

Other characteristics of pension systems which may,
depending on circumstances, be reflected in relatively
low average pensions paid to women include the likeli-
hood that their pension rights are derived from those
+the difficulty of establishing a satisfactory basis for
dividing pension rights in case of divorce. Nevertheless,
the broad global picture is one in which most men and
women alike, having spent their working lives in the in-
formal economy, receive minimal or no pension benefits
at all, with the result that their income security in old
age depends on accumulated assets, in the form of sav-
ings, a house perhaps, livestock and land, together with
family support mechanisms.

In summary, although average indicators of cover-
age may vary between lower levels (Africa) or higher
(Europe), a significant gender gap is observed in all
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Figure 5.15 Africa and the Middle East: Male and female old-age pensioners
(at all ages) as a proportion of respectively male and female
populations of age 60 and over, latest available year (percentages)
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Figure 5.16 Latin America and the Caribbean: Male and female old-age pensioners
(at all ages) as a proportion of respectively male and female populations
of age 60 and over, latest available year (percentages)
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Figure 5.17 South-East/Eastern Europe and ex-Soviet Union: Male and female old-age pensioners (at all ages) as a
proportion of respectively male and female populations of age 60 and over, latest available year (percentages)
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Table 5.3 Projected elderly population, proportions in 2010 and 2050 (percentages)

Population 65+ as %
of world population 65+

Proportion of population
65+ in total population (%)

Proportion of women
among 65+ (%)

2010 2050 2010 2050 2010 2050

World 100 100 8 16 56 55
More developed regions 37 22 16 26 59 57
Less developed regions 63 78 6 15 54 55
Less developed regions, excluding China 41 56 5 13 S5 55
Africa 7 9 3 7 56 54
Asia 54 62 7 18 54 55
China 21 22 8 24 52 54
India 12 16 5 14 53 54
Europe 22 12 16 28 61 58
Latin America and the Caribbean 8 10 7 19 56 57
North America 9 6 13 21 57 56
Oceania 1 1 11 19 54 55

Source: United Nations, 2007, medium variant. Country groupings according to UN World Population Prospects.

(See http://esa.un.org/unpp/index.asp?panel=5).

regions: in nearly all countries coverage in old age for
women is much lower than for men (see figures 5.15
to 5.17). It seems likely, given the multiple sources of
gender imbalance in contributory schemes, that the
overall imbalance could be rectified only through the
extension of pension rights to women in non-contrib-
utory schemes and those providing universal minimum
guarantees.

However, incomplete coverage is a widespread phe-
nomenon also seen in industrialized countries. Ex-
cluded groups tend to include in fact not only women,
for the reasons already noted, but also low-skilled work-
ers and ethnic minorities.

The world is ageing. Table 5.3 shows that, while
men and women aged 65 and over now represent 8 per
cent of the world population, this figure is projected to
increase to 16 per cent by 2050. The majority of the el-
derly live in countries where, at present, only small mi-
norities are covered by any form of pension schemes and
where social security in general, including affordable
access to essential health-care services, is a luxury: over
60 per cent of the elderly now live in countries classified
by the UN as “less developed”. In 2050 the projections
indicate that the elderly in these countries will comprise
nearly 80 per cent of the world’s elderly population, of
whom 60 per cent will live in Asia, and more than half
of whom will be found in China and India alone. The
table also shows the predominance of women amongst
the elderly in all regions.

In general, a larger percentage of the world population
have access to health care services than to the various
cash benefits provided through social security. Never-
theless, the ILO (2008g, pp. 23-31) has previously esti-
mated that nearly one-third of the world’s population
lacks any access to health facilities and services and, for
many more, the expenditure necessary to obtain health
care may cause financial catastrophe for their house-
holds in the absence of adequate social health protec-
tion to cover or refund such expenditure.

Within the ILO’s overall definitions of social se-
curity, social health protection is conceived as a series of
public or publicly organized and mandated private meas-
ures against social distress and economic loss arising
from ill health and the cost of necessary treatment. This
branch of social security has certain distinctive features:

® social health protection is closely linked to the func-
tioning of a specific economic sector — the health
sector, necessitating an approach which integrates
the needs and demands of beneficiaries with con-
cerns regarding the supply of health care, the avail-
ability of health infrastructure, the sector’s own
health workforce and employment opportunities
and administrative capacity. The situation on the
supply side determines, to a large extent, potential
access to quality health care services in a country;



® globally, a significant proportion of funds for fi-

nancing health care is paid directly in the form of

out-of-pocket payments to providers of health care,
such as health facilities, doctors, nurses, pharmacies,
and so on. In many countries, such payments are
observed despite the fact that nominally free health
care should be available.

Against this background, social health protection needs
to provide for effective coverage combining financial
protection with effective access to quality health care.
Issues to be addressed in an approach to effective fi-
nancial protection include the risk of impoverishment
due to catastrophic health events, the incidence of out-
of-pocket payments paid directly to providers, trans-

port costs to reach health-care facilities, particularly

in rural areas, and the capacity of individuals to meet
co-payments.

Effective access to health services, medicines and
health-care commodities requires the physical avail-
ability of health-care infrastructure and equipment,
personnel, medical supplies and products and the provi-
sion of services on an affordable and adequate basis. Ser-
vices must be accessible to all, even in distant areas, and
be affordable. Further dimensions of effective coverage
relate to the adequacy and quality of health services,
gender-specific requirements and their acceptability, for
example, to indigenous people.

In many countries the problem of providing equit-
able access to health-care services regardless of a per-
son’s place of residence is acute, and people living in
rural areas typically have significantly less access than
those in urban areas. Figure 5.18 provides an important

illustration, showing that the (global) percentage of

births attended by skilled health personnel is lower in
rural than in urban areas, for all except high-income
countries. This difference is, however, much higher in
low-income countries, where typically the majority of
the population lives in rural areas.

Further analysis shows that such observed urban-
rural differentials reflect not only differences in phys-
ical availability of health-care services in specific
geographical areas, but also lower general levels of
income and wealth of households in rural areas. Figure
5.19 shows differences in access to maternal health ser-
vices by wealth quintile. In middle-income countries,
the figures show that for the wealthiest 20 per cent
of households the proportion of births attended by
skilled health personnel is nearly twice as high (1.7
times) as for the poorest 20 per cent of houscholds.
In contrast, for the group of low-income countries,

A statistical analysis of the coverage gap

Figure 5.18 Inequalities in access to maternal health
services* in rural and urban areas in countries
of different national income levels, 2006
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Note: * Measured by births attended by skilled health personnel as a per-
centage of total live births in the same period. For detailed information by
country see ILO, 2010b, Statistical Annex.

Source: ILO calculations based on World Health Organization Statistical In-
formation System (WHOSIS) (WHO, 2009a).
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Figure 5.19 Inequalities in access to maternal health
services* by wealth quintile, 2006
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Note: * Measured by births attended by skilled health personnel as a per-
centage of total live births in the same period by wealth quintile. For detailed
information by country see ILO, 2010b, Statistical Annex.

Source: ILO calculations based on WHOSIS (WHO, 2009a).

the corresponding differential between the wealthiest
and poorest quintiles is a ratio greater than three (3.3
times), and in many individual countries the differen-
tial is greater still.

Such wide gaps point to the significance of equit-
able access in planning for the availability of health
services and financial protection of workers and their
families. Gaps in financial protection are, in fact, among
the fundamental reasons for the under-utilization of
health services in developing countries and among the
poorer parts of the populations in all countries.
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Figure 5.20 Out-of-pocket expenditure as a percentage
of total health expenditure in low-, upper

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

The out-of-pocket payments which households have
to make in the absence of financial protection mech-
anisms not only create financial barriers to access and
reduce the affordability of health-care services but, as
shown by a range of studies, also push people into pov-
erty or deepen existing poverty. Such studies measure
the impact of health costs on poverty.” In Senegal, for
example, the poverty gap increased from 54 per cent of
the poverty line before allowing for health spending to
64 per cent after doing so (Scheil-Adlung et al., 2006).

Figure 5.20 shows the overall range of out-of-pocket
payments among low-, medium- and high-income coun-
tries. In low-income countries more than half (55 per
cent) of health expenditure is on average covered by out-
of-pocket payments, although in many countries, such
as Cambodia, India and Pakistan, people may shoulder
up to 80 per cent of total health expenditure with only a
small portion of the population covered by any form of
social health protection mechanisms such as tax-funded
services or social or community-based insurances. The
corresponding average figure for out-of-pocket payments
in middle-income countries is 41 per cent, while in high-
income countries it is 14 per cent. Figure 5.21 shows
that there is a strong correlation between the share of
out-of-pocket expenditure and poverty incidence.

An important objective of social health protec-
tion is to ensure the affordability of services for work-
ers and their families in both the informal and formal

* 'The impact of intensity of poverty is measured by the difference in
the normalized poverty gap before and after health payments. It indicates
how much more each household has to contribute in order to bringall the
poor above the poverty line because of paying for health services.

Figure 5.21 Out-of-pocket expenditure as a percentage of
total health expenditure by poverty incidence,
2006 (percentage of people living in a country
on less than US$2 PPP per day)
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2008, Geneva. ILO calculations.

Figure 5.22 Total and public expenditure on health care
per capita ($PPP) in countries by their national
income level, 2007
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economies. Affordability, for this purpose, means the
absence of financial barriers to houscholds receiving
health services when in need, and embraces aspects of
both access to services to all in need and the prevention
of health-related poverty. Affordability can be assessed
in terms of the share of out-of-pocket health-care ex-
penditure made by a household in its total houschold
income (or expenditure) net of subsistence expenditure
(on food and basic housing), which may be compared
with a selected threshold value. The determination of
such a threshold value (beyond which household’s out-
of-pocket health expenditure is deemed likely to have
a catastrophic impact on its financial situation) ideally
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Figure 5.23 Health-care financing levels by source of funds, 2006 (percentage of GDP)
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requires research on actual houschold spending pat-
terns; the selected level will certainly vary amongst
countries, and may also do so amongst households at
different income levels. However, a broad but still useful
approach, based on global patterns, may point (for
households living above subsistence levels) to a thresh-
old beyond which catastrophic health expenditure is
deemed notionally unaffordable — for example, in one
recent study,’ — at a level of; say, 40 per cent of the house-
hold income remaining after subsistence needs. In all
circumstances, it is important to take into account the
ability of households to afford any required payments.*
In low-income countries, the capacity to achieve
key health policy targets, such as those specified in the
Millenium Development Goals, is generally a matter
of concern in view of the limited availability of funds.
Per capita public health expenditure amounted to
US$(PPP)29 in low-income countries in 2007 com-
pared to US$162 in middle-income and US$2,342
in high-income countries (see figure 5.22). Lower-in-
come countries, in general, show higher levels of private
health expenditure than public, but this simply reflects
the limitation of access to the wealthier sections of their
populations, and does not compensate low public ex-
penditure in such a way as to promote universal cover-
age. The impact of inadequate or low funding in poor

* 'This definition is on the basis of the WHO definition of “cata-
strophic health expenditure”; see Scheil-Adlung et al., 2007.

* Convention No. 102 (Article 10) says: “The beneficiary or his
breadwinner may be required to share in the cost of the medical care
the beneficiary receives in respect of a morbid condition; the rules con-
cerning such cost-sharing shall be so designed as to avoid hardship”; and
its Article 71 points out additionally that financing of social security in
general “should avoid hardship of persons of small means” (italics added).

Latin America CIS Middle East Africa

and the Carribean

countries is reflected in statistics such as the rates of
death due to communicable diseases, which are 36.4 per
cent higher in low- and middle-income countries than
in high-income countries where they account for only
7 per cent of all deaths (Deaton, 2006).

Countries use a range of different sources of finance
for social health protection. Figure 5.23 shows that in
2006, while public sources of financing, state budg-
ets and social health insurance schemes dominated (in
terms of averages, weighted by size of GDP rather than

population) in Europe, CIS, the Middle East and Asian

countries, private expenditure dominated in Africa,
whereas in North America, Latin America and the
Caribbean, financing came from private and public
sources in roughly equal parts. The ultimate source of
the majority of public health-care financing in Africa,
North and Latin America, the Middle East and CIS
is general taxation, whereas in Asia and Central and
Eastern Europe, social insurance financing dominates.
In Western Europe — again on average — health-care fi-
nancing comes in almost equal parts from social health
insurance and state budgets (general tax revenues). Pri-
vate health insurance predominates, exceptionally, in
the United States. In all regions of the world, the gen-
eral level of out-of-pocket spending is observed to be
between 1 and 2 per cent of GDP. However, while in
some countries (Europe) it forms only a small portion
of overall health spending, in others (low-income coun-
tries, see figure 5.20 above) it constitutes more than half
of total health expenditure.

All countries, but particularly those at low income
levels, are concerned to maximize the fiscal afforda-
bility of social health protection. For some, notably in
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Figure 5.24 Achieving universal coverage in social health insurance

100

80

60

40

20

Coverage (percentage of total population)

Austria

Canada

France

Germany

Ghana (estimate)
Luxembourg
Mexico

Republic of Korea
Thailand

1920 1980/1990

Year

1950

2007 2012

Sources: ILO, 1927 (for years 1920 to 1925); OECD, 2005 (for years 1970 to 2000).

Figure 5.25 Formal health coverage: Proportion of the population covered by law, latest available year (percentages)
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Note: The figure in brackets refers to the number of countries.
Source: ILO, 2008g.

sub-Saharan Africa and Asia, scarce domestic resources
are supplemented with foreign aid. For all, however, af-
fordability can be maximized by the efficient provision
of primary, secondary and preventive care, the use of ge-
neric drugs, and minimizing providers” prices through,
for example, accreditation mechanisms. Benefit pack-
ages should be designed with a general view to main-
taining and improving — as much as restoring — health,
and guaranteeing individuals’ ability to work.

Progress towards universal coverage can be achieved
rapidly, even in low-income countries. Figure 5.24 il-
lustrates progress over time in nine selected countries.

. 1. Less than 10 per cent (21)
. 2. 10 to 40 per cent
l:‘ 3.40to 70 per cent

I:‘ 4.70to 95 per cent (14)
. 5.95 per cent and over (50)
D 6.No data (87)

(12)
(13)

In the 1920s, countries such as Austria and Ger-
many had in place statutory coverage for some 30 per
cent of their total populations, while others (for in-
stance France and Norway) had formal coverage rates
of around 20 per cent, and Japan only 3.3 per cent. Fifty
years later, each of these countries had achieved between
90 and 100 per cent coverage, at which time their levels
of per capita GDP ranged between US$1,997 (Aus-
tria) and US$3,985 (Canada). In 1980, the Republic of
Korea covered some 30 per cent of the total population,

and recorded a per capita GDP of US$1,632; by 2000 it

had achieved 100 per cent formal coverage, with a per
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Table 5.4 Population with formal social health protection coverage, selected African countries, 2007 (percentages)

Cote d’Ivoire

Dem. Rep. of Congo

Kenya Mali Mauritania Niger Uganda

Percentage of population with formal 5.0
social health protection coverage

Source: ILO, 2008g.

0.2 25.0 2.0 0.3 0.7 0.1

Table 5.5 Population with formal health protection coverage, selected Latin American countries
and selected years between 1995 and 2004 (percentages)

Country Public scheme Social insurance Private insurance Other
Argentina 374 57.6 4.6 1.4
Bolivia 30.0 25.8 10.5 0.0
Colombia 46.7 53.3 - -
Ecuador 28.0 18.0 20.0 7.0
El Salvador 40.0 15.8 1.5 -
Haiti 21.0 - 38.0 -
Honduras 52.0 11.7 15 -
Nicaragua 60.0 7.9 - 0.5

Source: Mesa-Lago, 2007.

capita GDP of US$5,429, by which time the compara-
tor countries had advanced to GDP levels three times
higher. This completion by the Republic of Korea of its
coverage for social health protection was thus achieved
with a much greater compression of both the timescale
and economic capacity. Despite this example, however,
in many countries even legal coverage — not to mention

effective access to health services — remains very low

(see figure 5.25).
In many African countries, total formal coverage
remains below 1 per cent of the total population, for

example, in Mali, Niger and Uganda (table 5.4), while

even in Latin America, where countries typically intro-
duced their first public insurance schemes many dec-

ades ago and have mobilized multiple vehicles for social 5

health provision, legal/statutory coverage is far from
complete (table 5.5), with rates remaining at or below
65 per cent in countries such as Bolivia, El Salvador and
Honduras.

Data on effective coverage are very limited, both at
the global and national levels. Despite the significant
efforts of many national and international institutions
to develop and provide data on access to health ser-
vices, particularly by the poor, information gaps still
exist. National statistics are compiled on bases which
tend to be partial, specific and non-comparable and
so do not allow comparative assessments of effective

coverage and access. While some data are available con-
cerning the percentage of population with statutory/
legal coverage; out-of-pocket expenditure as a percent-
age of the total; the density of medical personnel with
specified skills, together with some infrastructure indi-
cators; and the overall levels of utilization and health
expenditure, the measurement of effective access must
be made in terms of a number of interlinked dimen-
sions, including the actual affordability of health care
for households and the availability of services and
infrastructure.

It is possible, however, to build a multi-dimensional
picture of health coverage on the basis of a set of key in-
dicators reflecting the situation in a country or group of
countries, relating to both access to health services and
the level of financial protection. Useful indicators cov-
ering these aspects include:

® formal coverage gap measured by percentage of
people not formally/legally covered by social health

protection;

® financial protection deficit measured by propor-
tion of out-of-pocket payments in total health ex-
penditure and incidence of catastrophic health
expenditure;

® access deficit in terms of level of resources allocated
to health-care services measured as a proportion of
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Figure 5.26 Multidimensional health coverage deficit for countries at different levels of vulnerability
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actual total health expenditure (less out-of-pocket
expenditure) per capita to a certain benchmark
value (here, the median value for low vulnerability
countries); and

® access deficit, measured by percentage of population
not covered due to insufficient number of qualified
medical personnel (using median density of medical
personnel in low vulnerability countries as bench-
mark); maternal mortality measured as the ratio
per 10,000 live births is also useful as an indicator,
albeit rather indirect, of the adequacy of access.

Combining these indicators is fairly complex, but new
approaches are becoming available for statistical ana-
lysis through proxy indicators, and figure 5.26 offers
one means of visualizing the result of such an ana-
lysis. Countries have been grouped into five levels of
“vulnerability” defined by two criteria: (i) percentage
of population below a poverty line of US$2 per day;
and (ii) wage employment as a percentage of total em-
ployment as (an inverse) proxy for the extent of the in-
formality of employment, and the groups represented
in the “concentric” pentagons shown in the diagram.
The highest vulnerability group includes countries with

highest poverty incidence and lowest proportion of

wage employment.

The five axes of the figure represent the selected set
of coverage indicators. The key results for countries clas-
sified as the most “vulnerable” in terms of the above

criteria — the outermost pentagon — show that nearly |

90 per cent of the population lacks any formal (legal)

| | | of countries)

|
|

/
ative deficit in per capita health spending
(total except out-of-pocket) / Ref. median value
in low vulnerability group of countries

Access deficit: percentage of
the population NOT covered
due to health professional
staff deficit (Ref. median value

e== Very low level of vulnerability

| /| |inlow vulnerability group Low vulnerability
e== Medium vulnerability
High vulnerability

Very high vulnerability

coverage. This deficit is confirmed by the other indica-
tors, including the low level of financial protection with
more than 50 per cent of total health expenditure cov-
ered by houscholds” out-of-pocket expenditure. These
countries also have the highest maternal mortality ratio
of 82 deaths per 10,000 live births on average and the
highest deficit in per capita spending with a median
value of 85 per cent. In addition, the access deficit indi-
cator measured by the relative density of health profes-
sionals shows that nearly 75 per cent of the population
in these countries may have no access to health services
due to lack of medical personnel.

Figure 5.27 1LO access deficit indicator, 2006 (shortfall of
skilled medical professionals as a proxy)

100

Basis of reference: Median value of number
74.3 of professional health staff in countries with

low level of vulnerability (‘low poverty’ rate

and ‘low level’ of employment informality)

80

60

due to health professional staff deficit

Percentage of total population NOT covered

40
329
20
12.3
31
0
Low Lower-middle ~ Upper-middle High

income income income income

Note: The median used as a benchmark is just over 40 health professionals
per 10,000 population. This value is above the minimum set by WHO for pri-
mary care delivery, which is 25 per 10,000.

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



Further technical details may be found in relevant

ILO studies.” However, figure 5.27 illustrates in more
detail the global access deficit, which is estimated at
one-third of the global population having no access to
health services when in need. The deficit ranges from

75 per cent in low-income countries to just a few per

cent in high-income countries.

* For example, Social health protection: An ILO strategy towards

universal access to health care (ILO, 2008g) uses values for Thailand as
a benchmark (32 skilled medical personnel per 10,000 of the popula-
tion and arriving at an estimate of over 30 per cent not covered). In this
document we establish our benchmark by reference to the WHO World
Health Report (2006) report: “It has been estimated that countries with

fewer than 25 health-care professionals (counting only physicians, nurses

and midwives) per 10,000 of the population failed to achieve adequate
coverage rates for selected primary health-care interventions as prior-
itized by the Millennium Development Goals framework” (p. 11).
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his Chapter explores a diverse range of experiences

in social protection schemes currently operating
surance (SSO). It initially provided health protection
are still under development. The majority are selected !

in countries around the world. Some of these schemes
to show the prospects for effective and successful im-

consequences for individuals if effective protection is
limited or absent in any given country. The section, for
example, on Sierra Leone highlights the implications in
relation to coverage for essential social health care.

6.1.1 Thailand

In Thailand, health-care coverage under the auspices

government for its own employees; health insurance
under the Social Security Health Insurance scheme
(SSO); and the universal health-care scheme (WHO,
2005b; ILO, 2004b). The employer-provided schemes
consist of the Civil Servant Medical Benefit Scheme
(CSMBS) and the State Enterprise Medical Benefit
Scheme. The CSMBS covers government employ-
ces, pensioners, and dependants (spouse, parents, and
not more than three children under 20 years of age).

The State Enterprise Medical Benefit Scheme covers g

order to extend coverage to private formal economy

. workers, the Social Security Act was implemented in

1991, thereby creating the Social Security Health In-

for enterprises with 20 or more workers, and in 2002

. coverage was extended to include all enterprises with
plementation; however, it is also useful to examine the

at least one employee. But in 2001 Thailand took a
radical step towards achieving full population cover-
age in health care by introducing a universal health-
care scheme, now popularly called the “UC scheme”
(earlier known as the “30 Baht” scheme). The scheme
offers any Thai citizen who is not affiliated either to the
SSO scheme or the CSMBS access to health services
provided by designated district-based networks of pro-
viders (consisting of health centres, district hospitals
and cooperating provincial hospitals). An overview of

- key features of the social health protection schemes is
. shown in table 6.1 below, while table 6.2 shows some
summary statistical indicators of social health protec-
of the government consists mainly of three compo-
nents: employer-provided schemes provided by the

tion achieved through these schemes.

Broadly, therefore, individuals in Thailand are able
to access a comprehensive range of health services, in
principle without co-payments or user fees, including
ambulatory (“outpatient”) services, inpatient services
and maternity care, furnished by public and private
providers, within a framework which emphasizes pre-
ventive and rehabilitative aspects.

As of 2006/2007, the overall legal coverage for
health insurance in Thailand reached almost 98 per
cent of the population. Of this figure, about 75 per

cent represented UC scheme coverage and the balance

State enterprise employees and their dependants. In | through SSO and CSMBS coverage (figure 6.1) (Jon-

gudosmuk, 2006). Thailand’s pluralistic approach has,
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Table 6.1 Thailand: Overview of social health protection, 2007

Characteristics SSO CSMBS ucC
Membership Private employees Government employees, public-sector  Self-employed and those not
workers and their dependants, includ-  covered by CSMBS and SSO
ing parents, spouses and children
Type Compulsory Occupational benefit Compulsory
Financing
Source Contributions by employees, employ-  General taxes General taxes
ers and the government of 1.5% of
payroll each (reduced to 1% since
2004)
Authority Social Security Office Ministry of Finance National Health Security
Office (NHSO)
Provider payment  Capitation Fee-for-service Global budget and capitation
Benefits Outpatient and inpatient services in Outpatient services in public facilities; Outpatient and inpatient

public and private facilities; maternity
benefits; immunization and health
education; cash benefits

Access to a provider Through a contracted hospital
or its network; with registration
requirement

Source: J. de la Rosa/Scheil-Adlung, 2007.

inpatient services in public and pri-
vate facilities (emergency cases only);
maternity benefits; annual physical

check-up benefits

Member is free to choose a provider

services in public and private
facilities; maternity benefits;
immunization and health
education

Through a contracted hospi-
tal or its network; with regis-
tration requirement

Table 6.2 Thailand: Selected indicators of social health protection, 2007 (percentages)

Selected social health protection indicators

Percentage

Total formal coverage as % of population
(State, social, private and mutual health insurance schemes)

Total health expenditure as % of GDP
Out-of-pocket payments as % of total health expenditure

Out-of-pocket payments as % of private health expenditure

Source: ILO, 2008g.

97.7

3.3
28.7
74.8

therefore, succeeded in achieving near-universal cover-
age in a relatively short period of time.

The role of the UC scheme has been crucial in pro-
viding social health protection to the poorest in society,
especially informal economy workers whose health-
care needs inspired the development of this scheme.
However, an issue yet to be adequately addressed is the
fact that out-of-pocket payments continue to represent
a significant proportion of total health expenditure
(28.7 per cent in 2007, comprising 74.8 per cent of pri-
vate health expenditure, as shown in figure 6.2).

The pluralistic development of both targeted and
universal schemes on a coordinated basis is a particular
feature of Thailand’s approach to social health protec-
tion, and has successfully mobilized a range of revenue

sources, including general government revenue and ear-
marked taxes together with contributions and premi-
ums, hence accclcrating progress in increasing coverage,
especially of the poor. The main areas of cooperation
between schemes include management of the informa-
tion system, standards of health services and health fa-
cilities, and the claim and audit system (Sakunphanit,
2008).

The use of different modes of provider payments
for different services has, moreover, led to positive im-
pacts. Payment modes range from fee-for-service pay-
ments to promote the utilization of under-utilized
services, to capitation and case mix methods to control
the costs of inpatient care. However, there is scope for
further integration of the various schemes, particularly



Figure 6.1 Thailand: Social health protection coverage, 2006
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regarding provider payments and setting incentives for
better quality.

While a comprehensive benefit package has been
put in place, adjustments are still needed, particularly

to prepare for the ageing of the population. One ap-
proach will be to integrate the provision of long-term

care so as to address the anticipated shortfall in family
care which will result from a decrease of the fertility |

rate and longer life expectancy.

6.1.2 Ghana

Formal health insurance is relatively new in Ghana,
even though support in times of need , such as for
health care and in bereavement, has been provided for

many decades through traditional informal networks
based on social capital and solidarity. While health care

has been available, largely on a cash-for-service delivery
basis, the growing inequalities inherent in the system

have long been troubling, and have led most recently
to the implementation of the National Health Insur-
ance Scheme (NHIS). Its stated mission is “to ensure '

equitable universal access for all residents of Ghana to
an acceptable quality of essential health services with-

out out-of-pocket payment being required at the point
of service use”. Act 650 identifies three major types of

health insurance in the country:

(1) District Mutual (or Community-based) Health
Insurance Schemes: These operate across a dis-

district.

(2) Private Commercial Health Insurance Schemes:
These are private for-profit schemes that are not re-
stricted to a particular region or district of Ghana,

membership being thus open to all Ghanaian E

residents.

Country experiences

(3) Private Mutual (Community-based) Health In-
surance Schemes: These serve specific groups of
people — for example, members of a club, a church,
or any other organization — who come together to
form their own mutual health insurance schemes;
usually membership is open only to members of the
organization concerned.

In order to operate legally in the country, every scheme
is required to register with the Government. The Gov-
ernment provides direct financial support to the Dis-
trict Mutual Health Insurance schemes only, as part of
its ongoing Poverty Reduction Strategy. Community-
based District Mutual Health Insurance Schemes thus
constitute the bedrock upon which the government is
building its national health insurance programme.

The NHIS premiums are generally based on partici-
pants’ ability to pay. Community Insurance Commit-
tees identify and categorize residents into four social
groups, namely the core poor, the poor, the middle
class and the rich, and graduate their respective contri-
butions accordingly. The core poor” (or the indigent),
together with those aged 70 years or over, and former
Social Security and National Insurance Trust (SSNIT)
contributors on retirement, are exempted from paying
any premiums or contributions.

While contributions vary slightly from district to
district, members in the informal economy generally
pay about ¢72,000 (or New GH¢7.2; about US$5). For
members in the formal economy, participating in the
SSNIT, 2.5 per cent is deducted monthly as their health
insurance contribution. Workers in the formal econ-
omy should thus become automatic members of the
NHIS, but still have to register with their respective
District Mutual Health Insurance Schemes. The Gov-
ernment has also introduced a 2.5 per cent sales levy to
support the funding of the NHIS. For all contributors,
coverage is extended to their children and dependants
under 18 years of age.

The benefit package of the NHIS includes general
outpatient services, inpatient services, oral health, eye
care, emergencies and maternity care, including pre-
natal care, normal delivery, and some complicated de-

erict with membership open to all residents of the liveries. A few “specialized” items only, including HIV

antiretroviral drugs and “VIP” accommodation for
hospital inpatients are excluded from the health insur-
ance package. According to the Legislative Instrument

' The NHIS defines the core poor as “adults who are unemployed
and do not receive any identifiable and constant support from elsewhere
for survival” (Ghana NHIS, 2007, p. 6).
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Table 6.3 Ghana: Selected indicators of social health protection, 2006 (percentages)

Selected social health protection indicators

Percentage

Total formal coverage as % of population
(State, social, private and mutual health insurance schemes)

Staff-related national access deficit as % of population
Total health expenditure as % of GDP
Out-of-pocket payments as % of total health expenditure

Out-of-pocket payments as % of private health expenditure

Source: ILO, 2008g.

61.0

66.0
45
68.2
100.0

(LI), which accompanied Act 650, about 95 per cent
of all essential needs or common health problems in

Ghana are covered.
Data from Ghana NHIS headquarters in Accra in-
dicate that in 2008 some 12.5 million Ghanaians, or

61 per cent of the total national population of 20.4
million, had registered with the NHIS (NHIS, 2009). !

The largest numbers of members, in absolute terms,
are from the Ashanti region (2.8 million), the Brong
Ahafo region (1.5 million), the Greater Accra region

(1.4 million), and the Eastern region (1.4 million). Of proached through enrolment in the insurance system,

the total enrolled, some 6.3 million (or slightly more '

than 50 per cent) are children under 18 years of age,
867,000 (or 6.9 per cent) are over 70 years of age, and
303,000 (or 2.4 per cent) are classified as “indigent”, all

of whom are in principle exempted from contribution

payments (ibid.).
The Ghanaian experience shows that it is possible
for a country — whose workforce in the informal econ-

omy amounts to 90 per cent of the total workforce - to !
successfully address challenges such as insufficient

funding, low service quality and exclusion, by introduc-
ing multiple social health protection schemes ranging
from community-based schemes to a national health

insurance scheme for different groups of the population
¢ for the poor. The Health Act of 1998 states that: “cer-

and bringing them progressively into alignment. The
experience here indicates that an important key to suc-
cess lies in ensuring access to all citizens while simulta-
neously targeting the poor.

the provision of a comprehensive benefits package cov-
ering essential needs. However, concerns remain in rela-
tion to access and quality issues, noting that the access
deficit amounts to 66 per cent of the total population

and out-of-pocket payments constitute nearly 70 per !

cent of total health expenditure (table 6.3).

6.1.3 Mongolia

Mongolia introduced a social health insurance scheme
in 1993, at a time when the country was moving from a
centralized planned economy to a market economy and
hence was implementing fundamental socioeconomic
reform measures. The main policy thrust aimed to mo-
bilize additional financial resources for the health sector
and provide financial protection for the low-income and
vulnerable population. Universal coverage is being ap-

and although this has been achieved by virtue of exten-
sive public subsidies for specific population categories,
such subsidies are being reduced gradually as some

. population categories, such as herdsmen, become eco-

nomically self-sufficient. As shown in table 6.4, cover-
age rates are high among most population groups and
amount to 77.3 per cent of the total population.

The benefits package specification is on an inclu-
sive basis, but has not been implemented in full; it is
felt to have promised more than could be delivered, in
particular in terms of quality. However, the Mongolian
Constitution (Art. 16.6) guarantees: “the right to the
protection of health and health care” and recognizes
that these rights include the provision of free health care

tain types of health care and services shall be provided
to the citizens by the State free of charge, as provided in

- the Constitution”. The law lists services to be provided
A second aspect of successful implementation lies in

and conditions to be treated free of charge regardless
of whether or not the patient is insured. These include,
inter alia: emergency and ambulance services; tubercu-
losis, cancer, mental diseases, pregnancy, birth, and post-

. partum care; and treatment for injuries caused by natural

disasters, sudden accidents, or contagious diseases. The
Government has the authority to update the list of dis-
cases whose treatment is free of charge and to issue regu-
lations governing the provision of free treatment. Thus
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Table 6.4 Mongolia: Legal coverage of population groups, 2008 (percentages)

Group Coverage rate
Employees 88.0
Children under 16 100.0
Citizens with no income except pension 100.0
Women taking care of children 100.0
Vulnerable people 100.0
Military service 100.0
Full-time students 24.6
Herders 56.4
Others 81.2
Legal coverage as % of total population 77.3
Out-of-pocket payments

As % of total health expenditure 33.0

As % of private health expenditure 91.1

Source: ILO/WHO/GTZ/ADB, 2008.

the dual approach of introducing a social health insur-
ance scheme for the general population, complemented !

by specific tax-funded services, has enabled the country
to approach near-universal coverage.

However, despite the impressive results of the social
health protection scheme, some broader problems

remain. These include the fact that private houscholds !

bear significant out-of-pocket payments, amounting to
33 per cent of total health expenditure. Administra-

tively, poor alignment of the health and public-sector

management legislation has resulted not only in a short-
fall in coverage of the social health insurance system
but also in the unmet needs and expectations of those
insured regarding quality of services; these problems

mainly derive from a lack of coordination and collab-
oration among key stakeholders in recent years, reflect- !

ing limitations in social and national dialogue.

6.1.4 Sierra Leone

The current health financing system in Sierra Leone re-
flects the general constraints of the post-conflict recov-

ery phase, and is characterized by high out-of-pocket !

payments, low quality of services, shortage of drugs
and a lack of health infrastructure, particularly in rural

areas, leading to significant inequalities in access to

health services.

Currently, domestic health services are financed :
largely by out-of-pocket payments (100 per cent of !

private health expenditure, in the absence of private
insurance), mostly representing expenditure on drugs.
Public health funding comprises, to a great extent, ex-

- ternal technical assistance. Despite significant efforts

to improve the situation, per capita spending on health
has decreased since 2003 from about US$4 to US$1.5.
Vulnerable groups, such as children under five,
schoolchildren, pregnant and lactating women, the dis-
abled and those over 60 years of age, should in theory
receive free services but, as shown below, the policy is
not clearly implemented and there are many examples
of patients having to pay for “registration” and consult-

ing a doctor or a nurse (ILO, 2008lI).

Against this background it is not surprising that
a recent Pilot survey on social security priorities and
needs (Cleeve, 2007) identified the most commonly per-
ceived risks as “sickness” (mentioned by 89 per cent of

. respondents), “becoming old” (60 per cent) and “occu-
. pational injury” (45 per cent) (see figure 6.2). “Sickness”

ranked first amongst perceived risks, and all groups of re-

. spondents (by age and gender) indicated, despite the high

incidence of poverty in the country, their willingness to
pay social security contributions at probable rates in the
range of 5 to 10 per cent of their monthly income. In
these circumstances, the Government asked the ILO to
undertake an assessment (ILO, 2008) aiming at improv-
ing social health protection, particularly for the poor.
While the health-care system in Sierra Leone is
characterized by very high costs and consequent low
utilization rates of services, there are no vehicles for
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Figure 6.2 Public perceptions in Sierra Leone: Social
security priorities and needs, 2007
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efficient risk-pooling (insurance schemes). The main
strategies adopted by the Government therefore include
extending generalized social health protection, build-
ing partnerships with stakeholders, and focusing on
primary health care with a view to improving not only
disease prevention and control, but also maternal and

child health. A strong emphasis is placed on providing

services, free in theory, to the most vulnerable in the
population: schoolchildren, children under five, preg-
nant women, lactating mothers up to 12 months’ dur-
ation and citizens over 60 years old. However, as noted
above, it is clear that the policy of free provision is not
generally implemented. Staff numbers are inadequate®

and health-care facilities and equipment of low quality

so that, in reality, access to health care is very poor.
The current funds available - including donor
funds — are evidently insufficient to deliver even the
most basic and essential health service package to the
population. The Government is currently, therefore,
investigating possible strategies within a framework of
extended social health protection. The existing use and
allocation of funds is being assessed with a view to im-
proving the aspects of equity, solidarity and efficiency,
together with the development of an essential benefits
package of primary care that can be effectively deliv-
ered. Longer-term sustainability will require that de-

pendence on donor funds be replaced progressively by
- veloping countries during the last ten years and that

domestic funding, organized on a basis of risk-pooling.

* There is a severely critical shortage of qualified staff outside Free-
town; for example, in Kailahum district the doctor-to-population ratio is

nearly 25 times below the WHO’s recommended level. Out of ten newly

trained physicians around eight will leave the country after graduation.
The country’s only medical school has an average annual output of cight
doctors (ILO, 2008l).

© A major component of the Government’s overall cur-

rent policy stance is to enhance local responsibility
through decentralization and deconcentration as a
result of which, following the Local Government Act
of 2004, responsibility for primary health-care facilities
has been transferred to the district councils. Responsi-
bility for tertiary level care, however, has been retained
at the national Government level.

The most dramatic increases presently observed in social
security coverage worldwide are being achieved through
non-contributory social transfer schemes for income se-
curity. About 30 developing countries have already suc-
cessfully put in place elements of basic social security
packages through such social transfer programmes. Ex-
amples include the Bolsa Familia programme in Brazil
and the Oportunidades programme in Mexico, while in
Namibia, Nepal and South Africa tax-financed basic
pension systems have been successfully implemented.
The Bolsa Familia programme, which is perhaps the
largest social transfer scheme in the world, presently
covers 46 million people at a cost of about 0.4 per cent
of GDP. South Africa has also greatly extended the cov-
erage of its child grants system to more than 4 million
recipients over the last decade. In India the 100-day na-
tional rural employment guarantee scheme (NREGS)
has been rolled out nationwide (see section 6.5.1 below),
while a new Act has been passed to mandate the exten-
sion of basic social security coverage to about 300 mil-
lion people who were hitherto not covered. However,
the possibilities of progressive extension, even in much

. poorer countries, are illustrated by the case of Nepal,

where the first steps have now been taken to extend the
reach of its universal pension scheme by means of re-
ducing the benefit age from 75 to, eventually, 65 years.
The evidence shows that something can be done
successfully almost everywhere, as suggested by a meta-
study’ undertaken by the ILO and based on analysis of
about 80 “primary” studies of the modern cash transfer
programmes that have been developed in some 30 de-

are already providing elements of a social protection

floor (see Chapter 3, table 3.1). These programmes al-

* Much of the evidence and argument presented here is taken from
Effects of non-contributory social transfers in developing countries: A compen-
dium (ILO, 2010a).



ready reach between 300 and 350 million beneficiar-

ies (excluding the new social security provisions for |

the unorganized sector in India). As illustrated in the
section below, existing non-contributory social trans-
fer schemes have positive impacts on poverty, health

and nutrition, the social status of recipients, notably !

. cording to HelpAge International (2003, p. 14) the pov-

women, economic activity and entrepreneurial small-
scale investments, notably in agriculture, while avoiding
significant negative effects on the labour market partici-
pation of the poor populations they serve.

6.2.1 South Africa

The principal goal of a pension system is to obviate pov-

erty in old age. The social pension programme in South
Africa was extended to the black majority population

gradually over the 1980s and 1990s and now reaches
around 2.2 million beneficiaries (ISSA, 2008). Until

the recent introduction of Child Support Grants, the !
social pension constituted the most important source of

support for poor houscholds in the country. A new law
was approved by the National Assembly in 2008 with a
view, as observed for example in an ISSA assessment, to

facilitating and equalizing access to the social pension
through the reduction of the age of pension eligibility

for men to match that of women at age 60; the change
will be phased in over three years, so that by 2010/11
everyone aged 60 or older who satisfies income criteria
for the social pension will have equal access. For 2008,

over US$150 million) was allocated to provide for age
equalization of Old Age Grants (ISSA, 2008).

The pension provides a monthly benefit of around !
US$70 to those beyond the pensionable age and who live

in poverty. The social pension is means-tested and tax-fi-
nanced; the annual cost of rather more than ZAR13.2
billion equates to about 1.4 per cent of GDP and makes

up 38 per cent of the Department of Social Develop-

ment’s total cash transfer expenditure (HelpAge, 2009).

There is little available evidence on the effectiveness
of delivery of the pension, although one study (Wool-
ard, 2003, p. 6) suggests that as many as 500,000 po-

tential beneficiaries may fail to take up or otherwise fail !

to receive their entitlements.

Impact

Although pensioners are the direct recipients, it is A

widely acknowledged that the social pension is shared

Country experiences

. within, and effectively supports, the poorest households

(Ardington and Lund, 1995). The evidence indicates
that the implementation of the pension scheme has been
effective, not only in preventing many vulnerable pen-
sioners from falling into long-term poverty, but also in
limiting the depth of poverty actually experienced. Ac-

erty gap would be “two-thirds larger for South Africa,
if the non-contributory pension income were to be re-

moved, and the indigence gap would be one-fifth larger”.

¢ The same report also indicates that the pension reduces
- houschold vulnerability, as recipient houscholds show

greater financial security and a lower probability of ex-
periencing a decline in living standards (ibid. p. 21).

While there is evidence, which has attracted wide-
spread and favourable comment, that the pension has
significantly improved women’s status within rural
households, its value in this regard may in fact be even
wider. One recent study drawing on the ten-year evalu-
ation of the scheme notes the value of the scheme in
that it “reaches rural areas”. The number of female
beneficiaries is about three times the number of males
(Razavi, 2007, p. 391), but the scheme can be seen to
play a broad and effective role in offering “unpaid work-
ers a guarantee of partial economic security in their
elderly years, affording them an earned place in the
household” (ibid. p. 391).

Concerns have been expressed that the pension
scheme may have a negative impact on labour market

participation through creating disincentives for those
South African Rand (ZAR) 1.2 billion (equivalent to

of working age to seck work in general, particularly if
that would require migration away from their homes.
However, no firm, statistically-based evidence appears
to have been adduced in this regard. In fact, Posel et
al. (2004, p. 17) suggest that “where the social pension

. is significant, which it is in the case of female labour

migrants, the effect is positive. Our results also suggest
that pension income received by women specifically
may be important not only because it helps prime-age

{ 'women overcome income constraints to migration, but

also because it makes it possible for grandmothers to
support grandchildren.” More generally, in the view
of Sagner (2000, p. 547), the impact on social bonds

has also been quite significant in that the pension has

played a role in reintegrating the elderly into socially

significant roles. For instance, “old age pensions were
not only of direct economic value but also of eminent

- social and symbolic significance”.

It does appear, however, that there has been some
correlation of the development of the pension scheme

- with houschold composition; a large houschold survey

8l
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(9,000) conducted in South Africa in 1993 found that :

“houscholds with pension income have more chil- !

dren than average, 2.28 as opposed to 1.69” (Case and
Deaton, 1996, p. 11).

6.2.2 Namibia

The Namibian non-contributory pension aims, like the
South African scheme, to reduce poverty among the el-

derly population. The pension was first introduced for
white citizens in the 1940s (under South African admin- :

istration of the territory) and was extended to the whole
population in 1973. Under the present law, a Namibian
citizen residing in Namibia (who is not outside the coun-

try for a period of more than six months), and is above
the age of 60 years, is entitled to an old-age pension. This

entitlement is unconditional, regardless of any assets,
income and/or other pensions from defined contribu-

tion schemes, an entitlement extended on an equal basis
to each pensioner, rich and poor alike (Shleberger, 2002,

p- 5)- In 2001 there were about 100,000 beneficiaries.
Approximately 95 per cent of eligible individuals received
the pension in 2001, compared with about 48 per cent

in 1993-94. Beneficiaries receive about US$30 (Pelham,
2007, p. 4) per month, and the total cost is equiva- !

lent to about 0.8 per cent of GDP (HelpAge, 2009).

Impact

Research in northern Namibia showed that one-quarter
to one-half of pension income may be invested in pro-

ductive enterprises (reported in HelpAge, 2006, p. 5).
The programme has also been credited with encour-
aging small enterprises (Barrientos and Scott, 2008,

p- 18) and stimulating micro-economic trade and infra-
structure (Devereux, 2001, p. 33; DFID, 2005, p. 17).

Moreover, pension income has resulted in pensioners
becoming more credit-worthy (Devereux, 2001, pp. 34-

35). Some significant multiplier effects have been iden-
tified. For instance, research by DFID has noted that
“beneficiaries of the social pension have been able to use

their cash to invest in agriculture and livestock for their !

families” (DFID, 2005, p. 17).
In terms of social bonds, it seems that “the social
pension has conferred status on family members who

were otherwise viewed as economic burdens” (ibid.

p- 16). This view is echoed by Schleberger (2002, p. 15),

who suggests that the pension has contributed to the

improved social status of the elderly: “one or two elderly !

persons in a household can provide an essential social
safety net for the entire household. Thus, old age pen-
sioners are kept in the families and looked after.” Like-
wise, the pension appears to have led to significant
intra-household empowerment for some women in so-

- cially conservative rural areas (Devereux, 2001, p. 49).

The social pension is known to have affected house-
hold composition. Children have been sent to grandpar-
ents in the hope that their pension income will support
them. This is notably the case in “missing middle gen-
eration” households, where one or both prime-aged
adult parents has died as a result of AIDS. A common
criticism of social security schemes that are child-ori-
ented (where a household/carer is eligible when a child
is living with them) “is that they can lead to families
taking in more children in an attempt to secure more
income from the cash transfer scheme” (Save the Chil-
dren et al., 2005, p. 35), and the possibility that families
will “import” children from the wider family in this
way in order to maximize their transfer entitlements
is naturally of some concern to policy-makers. Never-
theless, there is substantial evidence that the outcome
of grandparents caring for children and using pension
income for their support and welfare has on the whole
been positive.

6.2.3 Brazil (Previdéncia Rural
or “rural pension”)

- The specific aim of this programme is to reduce pov-

erty and vulnerability among older people engaged in
rural employment and who are excluded from social in-
surance schemes (Barrientos, Holmes and Scott, 2008,
p- 27). Brazil’s current rural social pension scheme dates
back to the 1991 Social Security Act and provides a non-
contributory pension to both men and women (aged
60 years and 55 years and over, respectively) who par-
ticipate in the “rural family economy” (Schwarzer and
Querino, 2002a, p. v) and who can demonstrate at least
15 years of participation in agriculture, the fishery sector
or similar activities. The rural pension scheme reaches
7.5 million people at a cost of 1.5 per cent of GDP, and
provides benefits which include old-age and survivors’

. pensions, together with disability, maternity, sickness

and work injury benefits . The benefit is linked to the
minimum wage which is presently equivalent to about
US$200. The programme is largely financed by gen-
eral taxation (Ministério da Previdéncia Social, 2008;
Ministério do Desenvolvimento Social ¢ Combate a
Fome, 2008; Banco Central do Brasil, 2008).



Impact

A study reported by HelpAge International (2003, E

pp- 14-15) suggests that the presence in a household of a

recipient of a non-contributory pension may be associ-

ated with a reduced incidence of poverty among house-
hold members by as much as 21 per cent. Schwarzer and

Querino (2002, pp. 12—13) also found that the rural
pension scheme plays a key role in poverty alleviation at
the rural level. They comment that:

... only 14.3 per cent of the houscholds of rural so-
cial security beneficiaries are below the exogenous
(natural) poverty line of one-half of an official min-
imum wage per capita family income. If an endog-
enous poverty line is applied (i.c. adjusted for local
prices), then only 0.4 per cent of the households
of rural beneficiaries suffer from extreme poverty,
8.8 per cent are in poverty, and 2.7 per cent are just
able to meet the very basic needs for all household

members with the available income.

The rural pension has been associated with increased
small-scale economic activity. Delgado and Cardoso

of the transfers to purchase seeds and tools to sup-
port their economic, for example agricultural, activity,
and the incidence of continued employment is higher

among beneficiaries of the rural pension compared to () to reduce current poverty and inequality by pro-

other pension programmes in Brazil. There are indi- !

cations that the scheme has had an effect on regional
income redistribution and hence improved general
levels of income equality in the country. Schwarzer and

Querino (ibid., pp. 14-15) state that:

... for a large number of municipalities and even
states ... the rural pension scheme has a strong
regional income redistribution function. In ap-
proximately 40 percent of Pard’s municipalities,
for example, the volume of income transfers to
families via social security is larger than the fiscal
equalisation transfers received by the 15 respective
municipal administrations from the official Fed-
cral and regional funds (the “Fundo de Participagio
de Municipios” and the “Cota-Parte do ICMS”).

The social pension is also linked to increased oppor-
tunities for democratic participation in other areas of !
civic life. Schwarzer and Querino (ibid., p. 14) note, for

example, that:

Country experiences

... the local rural trade unions, known as “Sindicato
de Trabalhadores Rurais” (STR), as well as their re-
gional and national associations (the regional FE-
TAGRI and the national CONTAG), fund their
activities in part with the revenue of a “Solidarity
Contribution” of 2 per cent of the pension, paid
in exchange for the services provided by the trade

union at retirement.

6.3.1 Brazil (Bolsa Familia)

The Bolsa Familia (“family stipend”, referred to as BFP

in some studies) was launched in 2003 and is generally
considered to be the largest conditional cash transfer
(CCT) programme in the world. It came into being after

- the merger of four pre-existing cash transfer schemes in
. Brazil. In 2008, it covered around 11.35 million families

(estimated to number 47 million people), corresponding
to about one-quarter of Brazil’s population. The budget
for the programme in 2008 was US$5.5 billion," 0.3 per

¢ cent of GDP (Ministério do Desenvolvimento Social e
(2000a) found that many beneficiaries use some part

Combate a Fome, 2009). It was expected that coverage
would be extended to cover 12.4 million families by the
end of 2009 (Ananias de Sousa, 2009).

The programme has a number of specific objectives:

viding a minimum level of income for extremely poor
families; and (b) to break the inter-generational trans-
mission of poverty by making these transfers condi-

- tional on the compliance by beneficiaries with “human
¢ development” requirements (for example, children’s
A p q p

school attendance, attendance at vaccination clinics,
and arrangement of pre-natal visits). The Bolsa Familia
programme was conceived by the Brazilian Govern-

. ment as part of an integrated set of social policies. This
. covers food and nutrition security, social assistance (in-

cluding psychosocial services), cash transfers and basic
social services. More recently, the PlanSeQ programme
has been established. This aims to help beneficiary fam-

ilies obtain qualifications and prepare them for em-
- ployment in jobs that are in demand (notably in the

tourism sector). Currently, some 212,000 people are en-
gaged in PlanSeQ activities. In order to set higher level
human development goals, it is required for eligibility

* Ministério do Desenvolvimento Social e Combate 4 Fome. 2008

¢ UN exchange rate for January 2009: US$ = Brazilian Reals (R$)2.3.
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that individuals must have completed at least the fourth
- ported benefit expenditure is paid to families living

grade of schooling (Ministério do Desenvolvimento
Social e Combate a4 Fome, 2009).

Only the poorest houscholds (those with a monthly
income that does not exceed Brazilian Reals (R$)60/

US$27 per month as at March 2009) are entitled to the

basic benefit, the level of which is presently set at R$62;
incremental benefit levels vary, depending on household
income and composition.” A useful description of the tar-
geting mechanism is given in Lindert et al. (2007, p. 34),

who explain that targeting of the grant is done “through
a combination of methods: geographic allocations and

family assessments based on per capita incomes”. The
geographical targeting takes place at two levels: fed-
eral and local. Family assessments are performed by

the Cadastro Unico registry using unverified means-

testing to determine individual eligibility (ibid. p. 35).

Families enrolling in the programme must agree
to ensure that three main requirements are fulfilled:

(i) prenatal and postnatal monitoring; (ii) nutrition and
vaccination monitoring for children from 0 to 7 years

old; and (iii) at least 85 per cent school attendance for
children aged 6 to 15 years old and 75 per cent for teen-
agers from 16 to 17 years old (ibid.). At present, some

795,000 (7 per cent) families have had their benefits
blocked pending investigation as to whether they are !

fulfilling the conditions of the programme.
A recent change to the Bolsa Familia programme
has been its integration with the Child Labour Eradi-

cation Programme (PETT). Approximately 450,000
families have been identified as including children who E

are working, and in 2008 the programme addressed the
needs of 875,000 children (Ananias de Sousa, 2009).

This change has led to particularly close monitoring

of the benefit condition that families ensure their chil-

ditionalities” of the programme are not, in fact, seen
as (necessarily) punitive, but as indicators, the non-ful-
filment of which can serve to identify cases of vulner-

needs in terms of the utilization of services (ibid.).
Bolsa Familia reports that its targeting is relatively
accurate, and hence that it achieves a high level of

* Furthermore, very poor houscholds can receive additional vari-
able benefits for each child up to a maximum of three children (0-15),
for adolescents (16-17) and in case of pregnancy. Very poor families can
receive up to R$182 per month in total. If houscholds have a monthly
income between R$60 to R$120 they can receive additional variable

benefits depending on the number of children, adolescents and pregnant
women. The transfer entitlement can be as much as R$120. However,
in such cases there is no entitlement to the basic grant (Ministério do

Desenvolvimento Social ¢ Combate 4 Fome, 2009; www.mds.gov.br/
bolsafamilia/o_programa_bolsa_familia).

effectiveness in benefit delivery: 80 per cent of its re-

below the poverty line (half of the minimum wage per
capita) (Soares et al., 2006, p. 1). This assessment is cor-
roborated by Lindert et al. (2007, p. 116) who state that
the programme has shown exceptional targeting results:

. “with 73 per cent of transfers going to the poorest quin-

tile and 94 per cent going to the poorest two quintiles”.
However, there is evidence elsewhere of considerable
leakage. In another study conducted by Soares, Ribas
and Ordrio (2007), the inclusion or leakage error, de-
fined as the ratio of non-poor (the beneficiaries) to the
total number of beneficiaries, was measured at 21 per
cent in 2004 and 45.1 per cent in 2006.

Impact

The rates of school attendance, drop-out and school-
year progression indicators have all been found to be
improved for children assisted by the programme as
compared to children living in similar non-beneficiary
houscholds. According to the impact assessment per-
formed by CEDEPLAR (2007), the probabilities of
children’s non-attendance and dropping out are respec-
tively 3.6 and 1.6 percentage points lower for families
within the programme as compared with their non-
benefiting counterparts. However, it was found that the
children in participating families are in fact four per-
centage points more likely to fail to advance in school.
One probable reason for this is that most of the children
targeted by the programme have never attended school
before and thus start their schooling with a lower level
of educational attainment, with the result that they

. have difficulty in keeping pace with their peers.
dren’s attendance at school. This, and the other “con-

Surveys such as that conducted by the University of
Pernambuco indicate that beneficiaries of Bolsa Familia
spend the majority of the money on food (in rural areas

- approaching 90 per cent), children’s health and educa-

ability and facilitate a better understanding of families™

tion (school books and stationery) and children’s cloth-
ing (Duarte et al., 2008).

As Lindert et al. (2007) point out, the programme
has demonstrated a significant impact on poverty and

. inequality. Results of the “annual household survey
. (PNAD, 2004) show that the BFP accounted for a sig-

nificant share (20-25 per cent) of Brazil’s recent (and
impressive) reduction of inequality and 16 per cent of
the recent fall in extreme poverty”.

No significant negative impacts on labour supply
or disincentives to work have been demonstrated.

. The International Poverty Centre calculated, on the



contrary, that in 2004 the labour force participation |
rates in beneficiary families were 2.6 percentage points

higher than for non-beneficiaries. Female labour market
participation is 4.3 percentage points higher in benefi-
ciary families as compared to non-beneficiaries, and

the differential was found to be as much as 8 percent-
age points higher for beneficiary families in the poorest

income decile (Soares, 2008).

6.3.2 Mexico (Progresa/Oportunidades)

Progresa (Programa de Educacion, Salud y Alimentacién),
was first launched in 1997. It was developed as a condi-
tional cash transfer programme for poor rural households

in Mexico, aimed at poverty reduction and prevention.
In 2002 the programme was renamed Oportunidades

and extended to urban areas with some additional
components of training and micro-enterprise support.

Oportunidades has now become the principal anti-
poverty programme of the Mexican Government. The

programme has an authorized budget of US$3.6 billion
that represents approximately 0.32 per cent of GDP. The
delivery costs of the programme amount to about 4 per

cent of transfer payments (SEDESOL, 2009). Its stated |
objectives include helping poor families in rural and |

urban communities to invest in human development
by “improving the education, health, and nutrition of
their children — leading to the long-term improvement

of their economic future and the consequent reduction
- of child stunting for those in the critical age range of

of poverty in Mexico” (World Bank, 2009a, p. 1).
The programme is a conditional cash transfer
(CCT) programme covering about 5 million poor fam-

ilies in Mexico (SEDESOL, 2007, p. 7). Continued !

payment of benefits is conditional on parents (usually |

the mother) ensuring that their children make regular
clinic visits and receive key vaccinations, and that they
maintain a specified level of school attendance. Benefit
levels are increased as children grow older and enter

children in school and out of work, and therefore pre-
serve the goal of human development.® The programme
is targeted on the poorest communities, and eligibility

¢ Oportunidades provides monetary educational grants to partici-
pating families for each child less than 22 years of age who is enrolled in
school between the third grade of primary and the third grade of high
school. The grant consists of the following: US$12.5 per family consump-

tion supplement; US$8-16.5 per child in primary school per month and
US$15.5 school materials per year; US$24-30.5 per child in secondary : statistic is of particular interest since it is known that

school per month plus US$20.5 school materials per year; up to amaximum

of US$75 per household per month; average houschold benefitis 21 per cent
of houschold consumption (Barrientos, Holmes and Scott., 2008, p. 68).

Country experiences

is determined through proxy means-testing and com-
munity reviews.

The International Poverty Centre (2007, p. 1) ob-
serves that the targeting of the programmes has been
“outstanding”. Soares et al. (2007, p. 14), state that
“80 per cent of income from Oportunidades goes to
the 40 per cent poorest Mexicans”. However, exclusion
and inclusion errors are relatively high. The propor-
tion of all of the poor in Mexico who receive benefits
from Oportunidades is estimated at only 30 per cent,

. while in terms of the inclusion error, some 36 per cent
. of beneficiaries can be categorized as non-poor (Soares

et al., 2007, p. 2-3). Furthermore, both Progresa and
subsequently Oportunidades have made an important
contribution to decreasing inequality. While the share
of total income represented by Oportunidades has
been very small, at about 0.5 per cent, analysis by the
UNDP’s International Poverty Centre indicates that
the programme has been responsible for about 21 per
cent inequality reduction, as measured by the Gini
index, which fell by approximately 2.7 points during
the period in which the study was conducted (Soares et
al, 2007 p. 1).

Impact

The Progresa/Oportunidades programme has im-
proved child health, had a significant impact on in-
creasing child growth and has reduced the probability

12-36 months (Skoufias, 2005, p. 56). It has engen-
dered similarly positive results for adult health, as as-
sessments show members of beneficiary households to
be significantly healthier than their peers. On average,
“Progresa beneficiaries have 19 per cent fewer days of
difficulty with daily activities, 17 per cent fewer days
incapacitated, 22 per cent fewer days in bed, and are

able to walk about a 7 per cent longer distance than
higher-grade groups, the intention being to keep older !

non-beneficiaries”(ibid.).

The programme has had many positive educational
effects. School enrolment has increased. At the second-
ary school level, “there was a proportional increase of

enrolment of boys from 5 to 8 per cent and of girls from

11 to 14 per cent” (ibid. p. 50). It is important to note,
however, that enrolment should not be confused with
attendance. On the measures considered, educational at-
tainment also increased by 10 per cent (ibid. p. 51); this

an improvement in educational outcomes is correlated

- with increased earnings potential once children reach
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adulthood and enter the labour market. Projections in-
dicate that when children “reach adulthood, they will

have permanently higher earnings of 8 per cent as a
result of the increased years of schooling” (ibid.).
Whilst the reduction of child labour was not in-

cluded amongst the explicit objectives in the design of !
Progresa, it has nonetheless been associated with a re-

duced level of working among those aged “8 to 17 by 10
to 14 percent in relation to the level observed prior to

the programme” (Rawlings, 2005, pp. 149-50). More-

over, “the impact was higher for boys aged 12 to 13, al-
¢ labour can also be found with the Cash for Educa-

though there was no significant reduction [observed]
among boys aged 16 to 17. For girls, there was a signifi-
cant reduction as well” (Tabatabai, 2006, p. viii).

As in the case of Brazil’s Bolsa Familia, no statistical
evidence has emerged to suggest that the programme
might be associated with work disincentives. The regu-
lar reports show “no reduction in labour force partici-
pation rates cither for men or for women” (Skoufias,

2005, p. 38). However, according to Molyneux (2007,
p- 29), “the programme did not generate employment

opportunities for school leavers that would enable the
cycle of poverty to be overcome”. This could indicate
a need for more direct measures to complement the

scheme in order to overcome barriers to entering the !
- is needed into the possible inter-relation with other

labour market.

The arrival of cash transfer programmes, hailed as a
new “family” of benefits in the broad arena of social se-

curity, merits specific attention and further discussion. !
Considerable evidence is by now available regarding the
- taller” (de la Bri¢re and Rawlings, 2006, p. 10). Further-

impact, particularly of CCTs, mainly because they have
been implemented in countries with sound national
statistical systems and household surveys covering pe-

riods of reference before and after the programme. !
Moreover, many CCTs are subject to regular evaluation

studies.
Evidence from Latin American programmes shows
that CCTs have been able to successfully achieve the

twin objectives of increasing/smoothing consump- !
tion and investing in human development goals. Their !

impact in relation to other forms of capital (land, pro-
ductive assets in the agriculture and non-agriculture

sectors) is much less clearly understood. There is a !
danger that certain development objectives (long-term

human development through access to services) may

be emphasized at the expense of others (such as food !

security, and investment in higher-return livelihoods by
poor houscholds offering the prospect of pro-poor eco-
nomic growth).

These have been credited with achieving signifi-
cant reductions in child labour, even where this is
not an explicit objective of the programme. In Ecua-
dor estimates indicate that the main CCT, Bono de
Desarrollo Humano, has been influential in reducing
the prevalence of child labour by some 17 percentage
points (Schady and Araujo, 2006, p. 1). Evidence of
a similar impact in relation to reduced levels of child

tion Scheme in Bangladesh (Ravallion and Wodon,
1999, pp. 6-17), the Familias en Accién programme
in Colombia (World Bank, 2006, p. 16) and Red de

Proteccidn Social in Nicaragua (Maluccio and Flores,
. 2004, pp. 46—47). Brazil, on the other hand, has im-

plemented a dedicated programme, La Programa de
Erradicagao do Trabalbo Infatil, (“The Programme for
the Eradication of Child Labour”) which has been
effective in reducing not only general child labour, but
also, specifically, the worst forms of child labour (Yap
et al.,, 2002, pp. 13—14 and 27). Nevertheless, the evi-
dence that CCTs are by themselves effective in reduc-
ing child labour is not conclusive and further research

factors which may, jointly or separately, account for the
observed declines.
CCTs are strongly associated with significant im-

pacts on houschold consumption and nutrition. For
- example, in families benefiting from the programme

Familias en Accién in Colombia, by comparison with
those in non-benefiting families “children under 2 years
grew taller by 0.78 cm in urban areas and 0.75 cm in
rural areas. Rural children aged 2-6 grew 0.62 cm

more, “in rural areas, children aged 2-4 gained an ad-
ditional 300 grams while the same age urban children
gained nearly 500 grams” (ibid.).

The same CCT, Familias en Accidn, has provided
strong evidence of improved social bonds and social
goodwill in eligible neighbourhoods. A study by the In-
stitute of Fiscal Studies has found a higher willingness
to contribute to the public good by individuals living in
neighbourhoods covered by the programme (Attanasio
et al., 2008). However, evaluations of other CCTs have
given more ambiguous results regarding their effect on
social bonds (Skoufias, 2005, p. 38).

The gender dimension of CCT programmes, par-
ticularly in Latin America, is significant in terms
of their potential to address social exclusion. In



Oportunidades, for example, benefit payments are made
to mothers rather than fathers, and it is claimed that

in so doing it empowers women in their households;
there is evidence that many women do find this pay-
ment valuable for their self-esteem. Equally, however,

some argue that the programme’s potential to enhance !
these aspects of women’s status is undermined, both

by some of its conditionalities (notably a requirement
that female beneficiaries undertake unpaid community
work, so adding to their “triple burden”), and its very

focus on women as those responsible for children and !
the domestic sphere. In practice, the mundane fact is !

that the payment arrangements simply are an effective
way of ensuring that benefits reach children. Oporzu-
nidades does, however, address some gender-related
concerns, notably by paying a higher stipend for girls’

mentators have noted that the scheme design reflects
a somewhat stereotyped view of the respective family

roles of mothers and fathers (Molyneux, 2007, p. 27).
The argument is put forward that there are advantages, |

not only practical but also having regard to cultural at-
titudes, in paying benefits designed for child support to
the principal caregiver without stipulating gender, as in

the South African Child Support Grant (Razavi, 2007; |
- ultra poverty falls from 13.1 per cent to 4.2 per cent”.

Molyneux, 2007).

In summary, a substantial number of cash trans-
fer programmes are now well-established, are likely
to continue for the foreseeable future, and, if impact

replicated in more countries. While the majority of
programmes are broadly of the CCT type, research
and debate is likely to continue as to the true value of
conditionalities.

6.4.1 South Africa

The Child Support Grant (CSG) is a major publicly

funded cash transfer programme in South Africa, de-

signed to reduce poverty among children in poor
households. The CSG was introduced in 1998 and was

originally paid on a means-tested basis. However, the

rate of take-up fell considerably short of expectations,
. yield a discounted rate of return of between 160 per

possibly to the extent of as many as 90 per cent of po-
tentially eligible children, and probably as a result of
the onerous requirements for registration and prov-

ing eligibility, including, for example supplying “proof !

of immunization and health clinic registration, and !
¢ of Inquiry into Comprehensive Social Security ... which examined

proof of efforts to secure employment” (Samson et al.,

2006, p. 8). As a result of the deliberations of the Taylor !

Country experiences

Commission” of 2000, and to ensure satisfactory take-
up, the scheme was converted to an unconditional basis.
Following this change, take-up of the grants is esti-
mated to have risen by 58 per cent (ibid. p. 9).

The grant currently covers about 7.5 million chil-
dren aged 0-14, and amounts to about ZAR190 per
month (approximately US$20), which is paid to carers
or guardians of children; the overall cost represents
about 0.7 per cent of GDP (Barrientos, Holmes and
Scott, 2008, p. 83).

The improvement in the programmc’s opcrational
effectiveness following its transformation from a condi-
tional to an unconditional basis is thought to reflect the
removal of a range of formal and informal administra-
tive bottlenecks (Standing, 2002, p. 208; Orton, 2008,

. p.45; Samson et al,, 2006, p. 8).

educational attendance than boys’. Nevertheless, com-

Impact

Woolard (2003, p. 9) assessed the scheme in relation to
children under age 7 and estimated that “assuming that
all those eligible ... register for the CSG, household pov-
erty would fall to 28.9 per cent, ... that poverty among
children falls from 42.7 per cent to 34.3 per cent and

More broadly, his estimates indicate: “the grant system
also strongly reduces inequality — the Gini coefficient
(on [the basis of ] per capita houschold expenditure)

evaluations continue to be favourable, may well be * falls from 0.67 before grants to 0.62 after grants” (ibid.

% p- 11).

In 2002 the CSG was associated with an “8.1 per-
centage point increase in school enrolment among 6

- year olds, and a 1.8 percentage point increase among
7 year olds” (Case et al., 2005, p. 14). The CSG has

- also been shown to have a positive impact on nutrition,

growth and hunger. A study by Woolard et al. (2005)
found that receipt of the CSG for two-thirds of the
period of a child’s life before the age of 26 months re-
sulted in a significant gain in height, an important in-
dicator of nutritional status. Aguéro ct al. (2007) show
that the CSG has a positive and significant effect on the
statistic of child’s height-for-age, and estimate that the
improved nutrition reflected in these height gains will

cent and 230 per cent on the original CSG payments.

7 “In 2000 the South African Cabinet appointed a Committee

the shortcomings of the existing system”. The inquiry was led by Prof.
Vivienne Taylor (see Samson et al. 2006, p. 8).
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turns not just in social, but also in financial and eco-
nomic terms.

6.4.2 Zambia (Kalomo District pilot
social cash transfer scheme)

The aim of the programme, implemented in the Kalomo

District of Zambia as, in effect, a “pilot” for wider ex- !
tension, is the reduction of extreme poverty, hunger and

starvation, with a focus on households headed by the
elderly and those caring for orphaned and vulnerable
children. The scheme is a cash transfer programme for

critically poor households, relying until now on fund-
ing by Zambia’s donor partners, and is unconditional

in the sense that benefits are not determined by a direct
means test of income or wealth. Households at the
outset of the scheme received a cash benefit of Zambia

US$6, presently increased to ZMK50,000 per month),
paid to the head of houschold (Barrientos, Holmes and
Scott, 2008). This sum had been estimated to cover the

cost of a meal a day, and was not expected to lift people

- of whom contributes ZMKS5,000 (approx US$1) per

out of general poverty, but to preclude critical poverty.

At the outset, coverage amounted to 1,027 households
numbering 3,856 individuals (Save the Children et al.,
2005, p. 21). The coverage is targeted (and at present

critically poor and 20 per cent of the poor (Barrientos,
Holmes and Scott, 2008). The potential cost of cover-

ing all destitute houscholds in Zambia has been esti-
mated at US$16 million, which equates to 0.4 per cent

of GDP, or 4 per cent of annual aid flows (ibid.).
Assessing the effectiveness of delivery, Schubert

(2004, p. 9) suggests that there is a low leakage rate to

the non-poor, but low coverage of the poor reflecting

households.

Impact

School enrolment rates have improved in the pro-
gramme area, particularly for 5—6-year-olds and for

14-15-year-olds (MCDSS and GTZ, 2006, p. 36). The

number of households not sending at least one of their !

children (age 7-18) to school was reported to have de-

creased, following the implementation of the scheme, !

The CSG programme can thus be regarded as having | from 41.4 to 33.8 per cent (ibid. p. 37). In addition,

the character of an investment, with exceptional re-
 cent (DFID, 2005, p. 18),

overall absenteeism from school has declined by 16 per

Nutritional indicators have improved quite substan-
tially. The proportion of households living on one meal

- aday is reported to have decreased from 19.3 to 13.3 per
. cent, while the proportion having two meals a day re-

mained the same and households having three meals
a day increased from 17.8 to 23.7 per cent (MCDSS &
GTZ, 2006, p. 43). Similarly, the percentage of house-
holds in which members reported still feeling hungry
after a meal decreased from 56.3 to 34.8 per cent,
and the percentage of households who felt able to eat
“enough or just enough” rose from 42.6 to 65.2 per cent
(ibid., pp. 43-44).

An increase in productive activities has also been
observed, with individuals allocating cash to in-
vestment in income-generating activities. A recent
evaluation found that as much as 29 per cent of the

. transfer was spent on livestock (goats for breeding,
Kwacha (ZMK) 30,000 per month (equivalent to about

oxen to help with ploughing) and agricultural inputs
(Save the Children et al., 2005, p. 27; DFID, 2005,
p. 18). Female beneficiaries also created a “jackpot”
or “Chilimba” system for investment, of the rotating
savings type, based on groups of five members, each

month at the time of the CT scheme distribution, paid
to one member, who in this way has a sum available

of ZMKS50,000 (being the monthly benefit of ZMK

limited to, or “capped”) at 10 per cent of the most vul- - 30,000 plus ZMK20,000 from the other group mem-

nerable population in the area covered, 100 per cent of %

bers), which can be effective as an investment in small-
scale economic activity. In subsequent months, each of
the group members in turn has access to this facility
(Schubert, 2004, p. 10).

Estimates indicate broadly that household debt

- has halved since the programme’s inception and asset

ownership has increased; correspondingly, the percent-
age of houscholds selling assets decreased from 17 to

- 13 per cent, at baseline, meaning that fewer households
the capping of enrolment to the poorest 10 per cent of !

diminished their productive means which can act as
important safety buffers during times of shocks. In
general, a decreased dependence is observed amongst
beneficiary households and a smaller burden of sup-

. port for the wider community (MCDSS and GTZ,
. 2006, p. 53).

Less positively, there is some anecdotal evidence of
a sense of exclusion and resentment among non-bene-
ficiary members of the community. This may, in part,
have resulted from the programme’s selection mech-
anisms not being transparent, and confusion over the
selection criteria (Save the Children et al., 2005, p. 33).



There is no evidence, however, that traditional safety :
nets, while weak, have been further weakened by the !
scheme. Neighbours still, for example, collect water and

firewood for the infirm (ibid. p. 34).

6.5.1 India (NREGS)

The Indian National Rural Employment Guarantee
Scheme (NREGS) was established in the passing of the
corresponding Act (NREGA) in 2005, and its design
strongly reflects the earlier employment guarantee
scheme limited to the State of Maharashtra (MEGS).
As Samson et al. (2006, p. 104) suggest, it is hoped
that the NREGS “will create valuable infrastructure,
supporting pro-poor economic development ... [and]
change the relations of power in rural communities,
supporting rights for the poor that may foster greater |

social equity”. A feature regarded as being of critical im-
portance is its establishment under an Act, which con-
fers statutory rights on beneficiaries, whereas a “scheme”
lacking statutory authority may be prone to short-term
change according to the demands of expediency. In
theory, the Constitution of India safeguards the right
to work, although questions are emerging about the
“rights” perspective underlying NREGS, particularly
because poor, often illiterate, households, cannot easily
realize such rights in practice.

Under NREGS, a rural houschold is entitled to
demand up to 100 days of employment per year, which
is made available on agreed schemes of public works. !
The programme undertakes projects facilitating land
and water resource management, together with infra-
structure development projects such as road construc-
tion. The wages paid are equal to the prevailing (and

officially declared) minimum wage for agricultural la-
bourers in the area. If work is not provided within the
stipulated time, the applicant is entitled to receive an
unemployment allowance. The programme is designed
in a manner which is effectively self-targeting, since
the wage specification is such that while the poor will !
choose to enter the programme, the non-poor will ab-
stain from participation.

The allocation for the programme from the national
budget for the financial year 2006/2007 was Rs11,300
crores (approx US$2.5billion or 0.3 per cent of GDP).
Official cost estimates of the scheme, once fully

operational, range from Rs40,000 to 50,000 crores,

Country experiences

suggesting that the budget for the scheme could peak at
1.5 per cent of GDP; there are differing views on the af-
fordability of the programme.

As the scheme has developed some concerns have
been expressed, for example that the types of projects

- undertaken are more beneficial to richer than poorer
. houscholds, and in regard to possible gender-biased ex-

clusion (despite the inclusion of provisions to encourage
women’s participation), since many women are less able
to travel long distances to find work.

Impact

The programme is regarded as one of the largest rights-
based social protection initiatives in the world, reach-
ing around 40 million households living below the
poverty line. Owing to its relative newness, few large-
scale evaluations have yet been published. However,
some insights into the possible effects of the NREGA
may be gleaned from evaluations of the MEGS in
Maharashtra.

Firstly, the MEGS programme is associated with
a decline in income variability, and possibly therefore

- with a significant impact on seasonal malnutrition.

Dev (1995, p. 127) presents evidence showing that the
labourers in villages covered by the programme “had
income streams that were almost 50 per cent less vari-
able than those of labourers in non-MEGS villages”.

As a scheme for employment creation, as much as

.~ for social protection, MEGS “created 90 million per-

son-days of employment in 1997” (Samson et al., 2006,
p- 13), while creating few disincentive effects: “work-
ers seck higher wage employment and take advantage
of better opportunities when they become available”

- (ibid.). Concerns have been raised, however, as to the

quality and conditions of the work provided through
the scheme, and the possibility that it may have unduly
induced child labour.

Dev (1995, p. 136) observes that MEGS has been
associated with reducing poverty, noting that: “micros-
tudies reveal that the share of total income that comes
from MEGS has ranged from one-third to two-thirds.
Although MEGS income may not have allowed partici-

pants to ‘cross the poverty line’, it has helped reduce the

intensity of poverty”. Samson et al. (2006) argue more-
over that the programme has contributed to higher
market wages for agricultural workers, improved eco-
nomic power and solidarity. They suggest that: “the
scheme successfully improves the income stability of

. poor households, reducing their reliance on usurious
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credit, productive asset sales and hunger as responses to

income shocks” (p. 13).

Further indirect advantages have been observed
amongst beneficiaries who are enabled to invest and
engage in entreprencurial activities offering relatively

advantageous risk-reward ratios. For example, the !

income security provided under the MEGS enabled
farmers to plant high-yield crops, rather than the low-
yield, drought-resistant varieties used elsewhere (De-
vereux, 2002, p. 666). Devereux concludes broadly that

the programme has a livelihood-promoting outcome !
- work to identify and address their deficits in several

and encourages risk-taking behaviour, in moderation,
by smoothing income streams against adverse entrepre-
neurial outcomes.

Nevertheless, commentators have observed a

number of problems in relation to the scheme. One !
such is that the scheme may not be conducive to female !

participation, for reasons including a failure to pro-
vide childcare, discriminatory wages and the particular

burden long distances to work sites place on women !
- a “system” based on “bundled” provisions tailored to

(Samson et al., 2006, p. 13).

Secondly, assessments indicate that the effective-
ness of delivery of the MEGS is relatively poor, noting
for example that “from 1979 to 1989, the non-poor

participation rate rose from 39 per cent to 55 per cent
while the proportion of the poor not participating rose

from 81 per cent to 86 per cent” (ibid. p. 13). The level
of administrative efficiency and high level of costs (at
times, up to 150 per cent of paid benefits, perhaps re-

flecting corruption and financial leakages) has also been
criticized. (ibid.; Barrientos, Holmes and Scott, 2008,

p- 49).
Finally, it is noted that the programme largely failed

to overcome unnecessary barriers to participation by the
most socially excluded and the associated stigma (Dev, !

1995, p. 118; Deolalikar and Gaiha, 1993, pp. 22-23).

6.5.2 Chile (Solidario)

The stated purpose of the Solidario programme in-
troduced by the Government in 2002 is to eradicate
extreme poverty in Chile. Providing an integrated

programme of support to households in extreme pov-
erty and initially covering approximately 165,000 such !

households, the programme grew to cover 225,000
households by 2007 (IPC, 2007), representing the es-
timated number of indigent houscholds in the coun-

try. The overall cost is equivalent to approximately
0.02 per cent of GDP (Barrientos, Holmes and Scott, A
2008, p. 32). The cash transfers to eligible households !

are designed to enable them to meet the fixed and vari-

. able costs of water and sewage (up to a ceiling) together

with a “schooling subsidy” for each child actually at-
tending primary and (part of) middle-school education.
The maximum initial level of transfers is equivalent to
about US$20; the amount reduces over the first two

- years and is payable for a maximum of five years (ibid.).

A feature of the programme is that the cash trans-
fers are complemented by a period of “psychosocial
support”. Over the first six months, participating house-
holds are assigned a local social worker with whom they

dimensions: registration, health, employment, income,
education, and houschold dynamics (Barrientos,
Holmes and Scott, 2008). Minimum levels are set as
targets for each of the different dimensions (common
to all households in the programme), with the expecta-
tion that households will be able to overcome extreme
poverty through achieving these. Thus the scheme is
seen as going beyond a single-theme approach towards

meet the specific needs of households that are hard to
reach (Galasso, 2006, p. 3). The effectiveness of benefit
delivery and targeting has been favourably assessed

(ibid. p. 14).

Impact

The fact that social workers work directly with house-
holds participating in Solidario means that there is a
high level of general awareness of social services in the
community, assessed as an increase of 20-30 per cent
relative to non-participants (ibid. p. 20.), and is regarded
as usefully facilitating “empowerment”. Public satisfac-

. tion with the programme is favourably assessed.

Owing, however, to the small size of this CCT, it
has made a very modest contribution to decreasing in-

- equality. Soares et al. (2007) state: “Indeed, among all
- inequality-reducing factors in Chile, cash transfers were

the least important” (p. 17), and statutory social se-
curity incomes are assessed as bcing many times more
effective than CCTs in this regard. However, the same
commentator observes that “if the CCT share of total
income in Chile was larger, we would expect an impact
as high as that observed for Brazil and Mexico” (ibid.).
Individuals enrolled in the programme exhibit a

. very strong take-up of the labour market programmes

it includes. There have been significant increases in par-
ticipation in public employment/labour reinsertion
and training programmes. For example, “participation



rates increased by around 30 percentage points in urban |
areas, and about 14 percentage points in rural areas for

self-employment programmes” (Galasso, 2006, p. 15).
However, to insert an important cautionary caveat,
while there is a greater willingness to participate in

labour market programmes, which might increase the !
employment prospects for participating houscholds in

the medium term, “the results do not translate into cur-
rent gains in their labour supply. There is no sign of im-
provements of the share of members who are employed,

nor on the share of members who have stable em-

ployment” (ibid.). Nevertheless, rather than quell the - further component of BRAC’s portfolio. By 2006, the

willingness to work, the programme seems to have en-
couraged individuals to seek to improve their potential
employability.

Evaluations of the programme’s educational effects
suggest a significant and consistent increase in the like-

lihood of having children between four and five years
old enrolled in pre-school. In both rural and urban

areas the effects for pre-school enrolment are in the !
range of 4-6 percentage points. School enrolment !

of children aged 6-15 years has improved between 7
and 9 per cent relative to non-participation in the pro-

gramme (ibid. p. 18). As part of the bundle of schemes

included, there was a statistically significant take-up of !
literacy and education programmes. The impact of the !

programme on health is less significant: it seems to have
promoted the enrolment of beneficiaries into the public
health system by 23 per cent in urban areas and 3 per

cent in rural areas. Health visits for preventive care were
also up by 4-6 percentage points for children below six !

years old and 6-7 percentage points for women (ibid.
p- 19). The programme has had positive impacts on the

psychology of those covered. Covered houscholds seem
to have an improved outlook and are more optimistic !

about their future socio-economic status.

6.5.3 Bangladesh (Targeting the ultra poor)

The multi-dimensional social assistance programme
known as Challenging the Frontiers of Poverty Reduc-
tion — Targeting the Ultra Poor (CFPR/TUP) has been

implemented in Bangladesh since 2002 by the large
non—govcrnmental organization BRAC in partncrship :

with the Government of Bangladesh, and funded by
Bangladesh’s Donor Consortium.

CFPR/TUP was designed to reach the very poor-

est people in rural Bangladesh, a group which assess-
ments showed not to have benefited substantially from

carlier interventions, despite the overall value of these

Country experiences

in combating poverty in the country. The programme
design is described as being based on “laddered strat-
egic linkage”, combining cash transfers (grants rather
than loans) with skills training, health promotion and a
range of wider social and advisory components. An ex-
ample of the latter is legal advice on issues such as mar-
riage and domestic violence; this is particularly relevant
as a large proportion of the “ultra poor” are women. The
TUP is also designed in such a way as to facilitate the
“graduation” of participants to a stage at which they
may be able to join a microcredit programme, which is a

cost of CFPR/TUP per household was approximately
US$300 and around 70,000 households were covered.
Targeting of the programme is assessed as having
been very effective, with the baseline finding that
98 per cent of participants selected had food consump-
tion below the poverty line (Barrientos, Homes and

Scott, 2008, p. 18).

Impact

The welfare benefits of CFPR/TUP have been ob-
served, in particular, in terms of reduced “food defi-
cit” and malnutrition amongst participants. Barrientos,
Holmes and Scott (2008, p. 18) and DFID (2005,
p- 19) report that project assessments found CFPR/
TUP participants to have fared better than comparison
groups in terms of improved quantity and nutritional
quality of food, to the extent that “houscholds with-
out enough to eat had been reduced from 97 per cent
to 27 per cent within two years”, and a reduction in
severe malnourishment among children under five by
27 percentage points for participants as against 3 per-

. centage points for the comparison group. The income-

generating aspect of the programme was also assessed
as having been successful, with cash transfers at levels

around US$100 per houschold in 2002 enabling the
- accumulation of asset values of up to US$300 by 2005

(Barrientos, Holmes and Scott, 2008, p. 18).

The CFPR/TUP programme has been linked with
improved access to credit. In comparing a sample of
beneficiary households against a sample of non-selected
houscholds, the findings suggest that “beneficiary
houscholds showed significant improvements over time
in the incidence and size of loans they held, in part ex-

. plained by their access to the micro-credit component

of the Programme” (ibid.).
Other studies, such as Hossain and Matin (2004,

. p. 7) have empirically observed less tangible but
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nevertheless beneficial outcomes of the TUP pro-

gramme in terms of local democracy, an increase in !

“social pride” and a sense of local autonomy, and “in-

example, that ultra-poor women who previously had no

placed to secure such statutory rights (ibid.).
BRAC’s own evaluation (Rabbani et al., 2006)

found that, on average, by 2005 participants’ incomes
had grown beyond those who were “not quite poor

enough” to be selected for the programme in 2002, al- . ® independent workers represent an important share

though they were still poor, but regarded this finding as

unsurprising over a relatively short period of time. The
participants made progress in several key areas related = ® employment in these categories, which has long re-
to vulnerability (notably livelihood assets, savings and
health), and appeared more confident in their ability to
withstand serious shocks or livelihood “crises” such as

the serious illness of an income earner. An illustration :

of the ongoing challenges facing poor rural households
is the evidence that, now possessing new assets such as

livestock, they have become vulnerable to a number of

“new” risks (such as livestock death or illness).

6.6.1 Three Latin American countries

In Argentina, Chile and Uruguay (ACU), approxi-

mately® 24 per cent of the employed labour force can

be classified as independent workers, most of whom

work in the informal economy. An analysis by gender
of independent workers in these countries shows that !
the percentage of women in own-account employment !

is lower than for salaried employment. Amongst em-

ployers, the percentage is even lower, the great majority
being men. For example, in Argentina women account

for 44 per cent of salaried employment, but only 33 per
cent of self-employment and 26 per cent of employers.
Likewise, in Chile the share of females in total employ-
ment, which by regional standards is very low, is about
36 per cent, while for self-employment the proportion

employment, the numbers of women are much greater

in employment in domestic service, reflecting a strong
element of occupational segregation.

® The share of self-employment in those countries is: Uruguay

27.8 per cent (for 2005), Argentina 25.3 per cent (for 2005) and Chile

23.1 per cent (for 2003).

Table 6.5 presents social security coverage data by
employment classification for the three countries. In

- Argentina and Uruguay, which have mandatory affilia-
clusion” in a number of aspects. There is evidence, for !

tion and contribution schemes, coverage of independent

. workers is slightly over 35 per cent; while in Chile, where
prospect of access to local government resources (warm
clothes in the cold weather, relief goods) are now better

contributions are voluntary, it reaches only 27 per cent.

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

of the employed labour force;

mained outside the scope of social security coverage,
is observed to increase during crisis periods and eco-
nomic downturns — the times when social protec-
tion is most needed;

. ® social protection systems as traditionally structured

and administered have generally overlooked rights
and obligations in relation to such workers;

- ® providing social security coverage to independent

workers should facilitate the progressive transition
to formalization;

- ® such legal provisions as exist granting social security

coverage to independent workers tend to be scat-
tered throughout the social and labour legislation,
and should now be rationalized.

(@ Argentina

There are three different schemes, two at national level
and one for the provinces.

(i) General national scheme for independent
workers (Auténomos)
A structural reform of the retirement and pension
system was undertaken in 1994 to establish a national
mixed scheme called the Integrated Retirement and
Pension System (Sistema Integrado de Jubilaciones y

. Pensiones — SIJP). Later, in 2008, the private compo-
is only 27 per cent. While men predominate in self- :

nent of the scheme was taken into public control, in-
tegrating the mixed scheme in a single defined-benefit
publicly managed programme called Sisterna Integrado
Previsional Argentino (SIPA). This system covers work-
ers aged 18 years or above who work in an employment
relationship in the private and the public sectors or who
carry out independent for-profit activities.



Country experiences

Table 6.5 Argentina, Chile and Uruguay: Coverage of independent workers as the proportion
paying social security contributions, latest available year (percentages)

Argentina (2005) Chile (2004) Uruguay (2006)

Salaried 57.2 85.2 77.3
Salaried with a contract - 96.8 -
Salaried without a contract - 24.3 -
Independent workers 374 27.0 35.7
Employers 71.4 64.3 85.3
Own-account 31.6 20.6 25.6
Own-account without fixed location - - 6.4
Own- account with fixed location - - 33.2
Total 54.2 70.3 655

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

(i) Simplified scheme for small contributors
(Monotributo)

Independent workers who fit the definition of “small

contributors” may choose to register in the simplified
scheme known as Monotributo (single tax). This is a na-
tional system that integrates a simplified scheme for both
income and value-added taxes with the pension system.

(1ii) Provincial social security funds covering
university gmduates
There are a number of provincial social security funds
designed to cover professional workers who are exempt
from making contributions to the national system.
There are about 76 such funds for professionals, with
approximately 500,000 university graduates affiliated.

The current structure results in a wide variety of

coverage and benefits for different categories of work-
ers, including salaried employees. In particular, access
to benefits such as family allowances has not been con-
templated to date for independent workers. The general
scheme does not provide health coverage for independ-
ent workers, although it is within the scope of the sim-

plified scheme. Similar issues, naturally reflecting their

respective national situations, are observed in both

Chile and Uruguay.

(b) Chile

Until the 2008 pension reform, independent work-
ers were not mandatorily required to join the pension
system in Chile, although affiliation was possible on
the basis of voluntary contributions. Under the reform,
however, those independent workers who file income

tax returns are being gradually enrolled into mandatory
membership in a process that is expected to take seven
years, starting in 2009.

The reform is aimed at providing a comparable set
of rights and obligations for both salaried and inde-
pendent workers in the formal economy and, at the
same time, increasing social security coverage levels
to achieve better protection for old age. Under the
reform, it is proposed that independent workers de-
termine contributions to the pension system annu-
ally through their income tax statement or return. The
income on which contributions for these workers is
calculated is established on the basis of income de-
clared for tax purposes in the previous calendar year.”
Independent workers lacking declarable income are
exempt from mandatory contributions, but may con-
tribute on a voluntarily basis.

() Uruguay

Three systems are open to independent workers: a gen-
eral scheme for so-called “one-person economic units”,
the Monotributo scheme and the pension funds for
professionals.

(i) General scheme for “one-person economic units”
The retirement and pension system, managed by
the Social Security Institute (Banco de Previsidn

* Income from practising in liberal professions or any other for-
profit profession or occupation that does not represent a salary, bonuses,
wages, awards, allowances, gratuities and participations. This includes
agricultural workers, and taxi drivers who are not owners of the vehicle.
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Social — BPS) was reformed in 1996, thus instituting
a mixed three-tier system. The first tier operates on a
defined benefit (PAYG) basis and is called the “inter-
generational solidarity pillar”. It is managed by the BPS.
The second tier comprises a mandatory defined-contri-
bution scheme organized through individual savings
accounts (capitalization system) that are managed by
private firms. The legislation also contemplates a third
tier, similar to the second one, channelling voluntary
savings for workers with incomes over a specified level.

(ii) Monotributo scheme

This system was established in 2001 and centres on a
special system, called “Monotributo”, of tax treatment
for very small businesses, defined according to the
number of workers, the size of the establishments and
total sales. While this is fundamentally a special-pur-
pose tax scheme rather than a social protection system,
it does give access for the relevant independent workers
to all social security benefits (except for unemployment
insurance).

(ii) Pension funds for university graduates
Two such funds have been established, one of which
provides for university graduates who work on an in-
dependent basis in their various professions. It is
organized as a defined-benefit scheme based on “pre-
sumptive” income contributions falling into ten bands,
and primarily provides coverage for old age, survivors

and disability. The second fund specifically covers nota-
ries, and provides benefits for retirement pensions, sick-
ness pay and funeral expenses.

It is expected, broadly, that self-employment will in-
crease rather than decrease in future years, as a result
of both patterns of economic developments and tech-
nological changes in areas such as communications,
and growing preferences for non-traditional modes of
working, with less emphasis on fixed workplaces with
pre-established working hours. Social protection pol-
icies and the associated social security models must re-
flect and adapt to this changing environment in order
to increase inclusion and the level of protection. Social
protection systems in Latin America are relatively well-
placed to respond to these needs, but need to adjust
the legal frameworks and redesign their financing
schemes in order to progressively incorporate inde-
pendent workers and to minimize the consequences of
possible distortions associated with participation and
employment.

Each of the three countries discussed in this sec-
tion has taken steps along this road, although there
remains some way to go in extcnding social security
coverage widely to informal workers. The simplified
schemes developed in these countries and designed for
small-scale contributors, including independent work-
ers, are a useful model.



In the last 15 years, large-scale social transfers have
become a core component of poverty reduction strat-

egies in many developing countries. Social transfer !

programmes show considerable diversity in objectives,
design and institutionalization. The term “social trans-
fers” applies to contributory and non-contributory pro-
grammes in developing and developed countries, aimed
at protecting standards of living and tackling poverty
and vulnerability. The ILO has undertaken the com-
piling of a Compendium (ILO, 2010) which aims to
provide a concise review of existing knowledge of the
effects of non-contributory social transfer programmes’
in developing countries on poverty and vulnerability.

A searchable Compendium Matrix provides detailed :

information on the effects of social transfers, includ-
ing a full list of country proglrammc:s.2 The Compen-

dium comprises in addition a specially-commissioned

analytical overview, and, since this is seen to comple-

ment strongly the material prepared for and derived :

from the Tripartite Meeting of Experts, the analytical
overview forms this section of the Guide.

As we have seen in Chapter 6, social transfer pro-
grammes in developing countries show considerable
variety in programme design. Some are pure transfers,

' Social transfers in the context of social health protection schemes,
such as national health insurance, universal systems or others, are not
considered in the Compendium.

* The Compendium Matrix is available on the ILO’s Global Exten-
sion of Social Security (GESS) website at: www.socialsecurityextension.

org/gimi/gess/ShowWiki.do?wid=59.

such as South Africa’s Old Age and Disability Grant
or its Child Support Grant. Increasingly, social trans-
fer programmes in developing countries link transfers

- with basic service provision. Mexico’s Oportunidades

links income supplements with school attendance and
health check-ups. Similarly, Brazil’s Bolsa Familia pro-
vides income transfers to poor houscholds, on condi-
tion that they regularly send their children to school
and that household members attend health clin-
ics. Other programmes offer transfers conditional on
beneficiary households providing work in local infra-
structure development, or guarantee paid employment.
Examples of these programmes are the National Rural
Employment Guarantee Scheme (NREGS) in India,
and Ethiopia’s Productive Safety Net Programme
(PSNP). Finally, integrated anti-poverty programmes
such as Chile Solidario combine transfers with a wide
range of interventions in health, education, employ-
ment, income, registration, intra-household dynamics
and housing (see Barrientos, Holmes and Scott, 2008:
Barrientos and Holmes, 2007; Barrientos and Hulme
(eds), 2008).

There is also diversity in programme objectives
and in the selection of beneficiaries. All programmes
aim to reduce poverty and vulnerability. Some focus
to a greater extent on reducing extreme poverty, while
others target intergenerational poverty persistence by
focusing interventions on children. This has impli-
cations for the selection of beneficiaries. Categorical
transfer programmes select children or older people, for
example. In addition, most programmes select benefi-
ciaries in poor or poorest households.
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There are important differences between social
transfer programmes in middle-income countries and
those in low-income countries. On the whole, middle-
income countries have greater financial, administra-
tive and research capacity to implement social transfer
programmes to scale. In low-income countries, on the
other hand, the extension of social protection has been
slower, programme institutionalization has been more
precarious, and sustainability issues are important. In
low-income countries in sub-Saharan Africa and lower-
middle-income countries in Central America, pro-
grammes tend to be of fixed term, small-scale, and at
the pilot stage (Barrientos, Hulme and Nino-Zarazua,
2009; Barrientos and Santibanez, 2009).

This section does not attempt to provide an ex-
haustive review of all available studies, but instead to
outline the main findings. Where possible, it relies on
quantitative and qualitative studies of impact, based on
household survey data and using appropriate analytical
methods. The intention is to provide a well-grounded
and comparative review of the effects of social transfers,
accessible to policy-makers. The majority of existing
programmes have been introduced in the last decade
and therefore research on their impact and effectiveness
is just beginning to provide a comprehensive knowledge
base, but knowledge gaps remain.

There are important limitations which apply to this
overview. The impact evaluation literature reviewed
here normally focuses on assessing the extent to which
social transfer programmes achieve their explicit objec-
tives. Where programmes have the objective of improv-
ing school attendance or facilitating asset accumulation,
these effects are measured with relative precision. Less
information is available on less direct effects — for ex-
ample the impact of social transfers on social inclusion
and empowerment. Fortunately, the research literature
on the indirect effects of social transfers is growing fast.
Larger-scale programmes in middle-income countries
have taken greater care in collecting evaluation data and
commissioning relevant studies than has been the case
among low-income countries. This imposes a bias in the
discussion below towards middle-income countries and
towards well-established programmes.

Whether the observed effects in middle-income
countries can be safely extrapolated to low-income con-
texts requires careful consideration. The summaries at
the end of the sections below note these biases expli-
citly. The discussion of effects is mainly focused on the
short term, while longer-term effects are perhaps most
important. At this point it is not possible to establish
with certainty the likely longer-term effects of social

transfers, at least in the context of developing coun-
tries. In developed countries, on the other hand, the
crucial role of social transfers in eradicating absolute
poverty, supporting improvements in well-being, and
facilitating economic and social transformation is sup-
ported by a substantial body of evidence (Cornia and
Danziger, 1997).

The observations here do not extend to an examin-
ation of budgetary issues or delivery effectiveness. The
ILO has undertaken detailed simulations, across a
range of countries in sub-Saharan Africa with varying
fiscal capacity and macroeconomic conditions, of the
budgetary allocations required for different interven-
tions (Behrendt, 2008). It concludes that well-designed
programmes directed at children, older and disabled
people and covering primary health provision could be
affordable in most countries. Very roughly, their simu-
lations suggest that 1 per cent of GDP could be suf-
ficient to cover a basic pension, 2 per cent of GDP a
child-focused transfer, and 2-3 per cent of GDP could
finance primary health provision. These budget calcu-
lations assume categorical programmes, which extend
entitlements to all in the respective age or categorical
group. Targeted programmes, which focus on the poor-
est members of society, would require fewer resources,
depending on scale. The budgets of existing condi-
tional cash transfer programmes in Latin America are
on average less than 1 per cent of GDP (Barrientos,
2008a).

The focus here is on the observed outcomes of social
transfer programmes, including direct effects and in-
direct observable effects. To an important extent, out-
comes from social transfer programmes reinforce each
other. Improvements in nutrition as a direct result of
income supplements will work to reinforce outcomes
from schooling and health interventions. For simplic-
ity, the discussion below largely focuses on distinct
outcomes, but it is important to keep in mind the com-
plementarities across outcomes.

The structure of the overview is as follows: sec-
tion 7.2 covers the effects of social transfers in generat-
ing human development; then section 7.3 discusses how
social transfers ensure the full utilization of the pro-
ductive capacity of beneficiary households; section 7.4
examines the impact of social transfers in raising and
protecting household consumption; a discussion of
available evidence on the effects of social transfers on
social inclusion and cohesion is presented in section 7.5.
Section 7.6 concludes.
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Enhancing human development constitutes not only
a vital way for the materialization of several human
rights such as access to education, health and social
security, but also an important contribution to eco-
nomic development. The role it plays in social and eco-
nomic development is now well understood. More
than two centuries ago, economists noted the signifi-
cance of education and health in the process of capital
accumulation and economic progress.” Healthier and
better-educated individuals have a higher productive
capacity than those who are ill, illiterate and mal-
nourished. They can adapt more easily as economic
circumstances change, and thus exploit economic op-
portunities more effectively.

It is therefore not surprising that wealthier house-
holds show higher levels of investment in human cap-
ital — through, for example, expenditure on children’s
education, nutrition and health - than poorer house-
holds. Poverty and persistent poverty are often associ-
ated with insufficient investment in nutrition, health
and education. Figure 7.1 shows the relationships link-
ing low investment in children’s human capital to per-
sistent poverty.

The design of recent social protection programmes
has been shaped by the knowledge that reducing and
preventing persistent poverty means tackling these
deficits. A growing body of research confirms that
social transfer programmes, especially those focused
on human development, are effective instruments for
improving schooling, as well as health and nutritional
status, among poor and the poorest houscholds. The
focus here on human capital investments provides a
powerful framework for discussion about the relation-
ship between social transfers and household well-being,
whilst acknowledging the legitimate value that people
intrinsically place upon good health, formal instruction
and nourishment.

This section outlines and discusses the main find-
ings of recent impacts studies of social transfers on
human capital. It focuses particularly on schooling,

* Adam Smith (1776), for instance, referred to education as part
of the “stock of any society”, denoting that: “the acquisition of ... tal-
ents, by the maintenance of the acquirer during his education, study, or
apprenticeship, always costs a real expense, which is a capital fixed and
realized, as it were, in his person. Those talents, as they make a part of his
fortune, so do they likewise that of the society to which he belongs. The
improved dexterity of a workman may be considered in the same light as
a machine or instrument of trade which facilitates and abridges labour,
and which, though it costs a certain expense, repays that expense with a
profit” (Book II, Ch. 1).

Figure 7.1 Intergenerational poverty traps

Poverty
Low investment in human capital,

e.g. children’s education and health

Low earnings
and wages
Low productivity

child labour, health and nutrition. Although these di-
mensions of human capital are interrelated and mutu-
ally reinforcing, we initially discuss them separately.

7.2.1 Nutrition and health

Transfers are primarily intended to raise and/or protect
household consumption, and particularly food con-
sumption, which is the largest expenditure item of poor
and poorest houscholds. Some transfer schemes spe-
cifically include nutrition-related interventions, usually
focused on children. Mexico’s Oportunidades, for exam-
ple, distributes nutritional supplements for infants.
Improvements in child nutrition can be observed
and measured with the use of anthropometric data.
Weight for age provides insights into the short-term
impact of improved nutrition, while height for age pro-
vides information on the long-term effects of improved
nutrition. Height for age is particularly informative as
regards the longer-term impact of transfers, including
labour market opportunities, as studies have consist-
ently found a height wage premium. Evaluation studies
of Mexico’s Oportunidades find that children exposed
to the programme gained one centimetre in height for
age compared with a control group, two years after the
start of the programmes. The gain was 0.65cm six years
after the programme (Neufeld et al., 2005). Similar
improvements in long-term nutrition have been found
among children in pensioner households in South
Africa, especially among girls (Duflo, 2003). A study
of the Child Support Grant in South Africa finds that
children born to beneficiary mothers are predicted to
be 3.5 cm taller as adults (Agtiero et al., 2007).
Households receiving support from Bono de De-

5 sarrollo Humano in Ecuador had a 25 per cent in-

crease in food expenditure, which was also linked to
improvements in nutritional status (Ponce and Bedi,
2009). In Colombia, a substantial increase in intake
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of protein-rich foods and vegetables was observed as !
a result of Familias en Accidn. It was estimated that !

the number of days per week children eat meat went
from two to three in urban areas, while the number of
days they cat vegetables more than doubled (Attana-

sio, 2003). Those changes in consumption benefited :
small children in particular: 12-month-old boys grew

0.44 centimetres more than similar children who did
not benefit from the transfer.
As regards food security, earlier studies of the Maha-

rashtra Rural Employment Guarantee Scheme in India

found that the programme played an important role in
combating seasonal malnutrition and income variability
among poor houscholds (Subbarao et al., 1997). Similar
findings emerge from early impact evaluation of Ethio-

pia’s Productive Safety Net Programme (Gilligan et al.,
2008) and the National Rural Employment Guarantee

Scheme in India (Ravi and Engler, 2009).
The impact of transfers on nutrition is significant in

low income-countries, and in rural areas. Participants
in Bangladesh’s programme Challenging the Frontiers !

of Poverty Reduction — Targeting the Ultra Poor re-
ported a significant improvement in their overall calorie
intake. At the baseline, 97 per cent of participants were

reported to be malnourished. That percentage was re-
duced to 27 per cent after two years of participation in

the programme (Rabbani et al., 2006).
A study on the Kalomo District Pilot Social Cash
Transfer Scheme in Zambia finds that the nutritional

status of the beneficiary population showed a marked
improvement. The incidence of households living on

one meal a day decreased from 19.3 per cent to 13.3 per

cent (MCDSS and GTZ, 2006). Food intake also ap-

peared to have improved in terms of quality: the intake
. immunizations among children under age one, and a

of fats, proteins and vitamins increased.

Evidence on improvements in nutrition as a result

of the introduction of transfer programmes is strong
across a range of programmes, and across a range of
countries. It confirms the direct link between income

ficiary households. Evidence is particularly clear and
strong in terms of improvements in child nutrition, sug-
gesting medium- and long-term effects on the children’s
lifetime opportunities.

Transfers have significant impacts on health status,

another dimension of human development with direct
implications for productive capacity. Some transfers

directly target improvements in health-care access and !

utilization. Others affect health care indirectly, through
¢ wide. The World Health Organisation estimates that about 20 per cent

the supplementation of houschold income and the asso-
ciated improvements in household consumption.

(i) Child health

In Latin America, human development conditional
transfer programmes (described in the international
literature as conditional cash transfer [CCT] pro-
grammes) explicitly target improvements in health care
for beneficiary households. These programmes require
participant households, particularly expectant mothers
and infants, to utilize preventive health-care facilities
on a regular basis. Overall, the programmes appear to
have met their objectives. An evaluation of Colombia’s

. Familias en Accidn reports a rise in the percentage of

children under 24 months attending health-care check-
ups, from 17.2 per cent to 40 per cent, and a corres-
ponding rise from 33.6 per cent to 66.8 per cent for
children aged between 24 and 48 months (Attanasio et
al., 2005). Improved utilization of health-care facilities
directly affects morbidity rates. The proportion of chil-
dren affected by diarrhoea declined from 32 per cent
to 22 per cent among children aged under 24 months,
and from 21.3 per cent to 10.4 per cent among older
children. These results are important. According to of-
ficial statistics, approximately 1,300 children under 12
months of age die every year due to diarrhoea, which ac-
counts for ten per cent of total deaths in that age group
in the country.’

Similar improvements in health care utilization
rates have been reported from other social transfer pro-
grammes operating in Latin America. The introduc-
tion of Mexico’s Oportunidades led to a doubling of per
capita health-care visits in the rural population, from
0.5 to one visit per year on average (Coady, 2003). Simi-
larly, the introduction of Peru’s Juntos programme led
to a 30 per cent increase in visits to health centres for

61 per cent increase for children aged one to five years.
The impact of Chile Solidario on preventative health-
care visits was in the order of a 4 to 6 percentage points

- improvement for children living in rural areas (Galasso,
supplementation and food consumption among bene-

2006). Nicaragua’s Red de Proteccién Social improved
timely immunization amongst children aged between
12 and 23 months by 18 per cent (Maluccio and Flores,
2004).

Immunizations and regular health visits can play a
significant role in reducing the incidence of illness that
in extreme cases leads to premature deaths amongst
toddlers. In Mexico, there was a 12 per cent lower

* Diarrhoea s in fact the second leading cause of infant death world-

of child deaths, about 1.5 million each year, are due to this condition. For

i further details see UNICEF/WHO, 2009.
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incidence of illness amongst children receiving sup-

port from Progresa, compared to children of similar

socioeconomic characteristics who did not receive sup-
port from the programme (Skoufias, 2005). The posi-
tive change in parental behaviour towards children’s
preventive health care can have important long-term
effects on children’s physical and cognitive develop-
ment. Ensuring that children enjoy good health in carly
years hence becomes critical for educational achieve-
ments, economic and social opportunities, and in gen-
eral, for overall development throughout their future
lifespan. It also contributes towards achieving the Mil-
lennium Development Goal (MDG) of reducing the
global child mortality rate.

(i) Maternal health

Recent studies have confirmed that investments in
women’s health are more important for future children’s
development than previously thought.” Preventive
health interventions which ensure regular antenatal
visits can be potentially life-saving for many women in
the developing world.® The Millennium Declaration
set the target of reducing by three- quarters the mater-

nal mortality ratio. It is important therefore to look at !

evidence documenting the effects of social transfers on
improving maternal health.

A study of Peru’s Juntos reports an increase of ap-
proximately 65 per cent in pre-and postnatal visits to
health clinics, as well as a reduction in home births.
This is a significant achievement, given the very high
levels of maternal mortality in the areas targeted by the
programme. Similar findings are reported from Mex-
ico’s Progresa, with an increase in prenatal health care
during the first three months of pregnancy of approxi-
mately 8 per cent (Gertler and Fernald, 2005). Chile’s
Solidario led to an increase of 7 per cent in cervical
smears among rural women aged 35 and older, a fact

that reflects improvements in women’s knowledge and

attitudes towards sexual health-related practices (Gal-
asso, 2006). Improvement in health care leads to re-
duced morbidity rates among adults too. An evaluation
of Mexico’s Oportunidades found a reduction in days in
bed due to illness, of 22 per cent after two years of the
programmes (Skoufias, 2001). Social transfers can also
be beneficial to other adult members of the family.

* For a recent discussion on this issue see Behrman et al., 2009.
¢ The UN Children’s Fund (UNICEF) and the World Health Or-

ganization (WHO) recommend a minimum of four antenatal visits.

Improvements in health status have been observed
in other regions and for different types of programmes.
Studies on the impact of social pensions in South
Africa have found significant improvements in the
health status of pensioners and their households (Case
and Wilson, 2000).

In middle-income countries, income supplements
from social transfers can be used to cover the costs of
health care, while coordination between programme
managers and service providers helps to ensure there is
adequate supply to meet the increased demand. In low-
income countries, supply constraints can be a signifi-
cant challenge. Studies of the allocation of household
expenditure among beneficiary houscholds report an
increase in health-care expenditures following the in-
troduction of transfer programmes (Huijbregts, 2009).

7.2.2 Education

Another route linking transfers and human develop-
ment is schooling. Many social transfer programmes
directly target improvements in the schooling of chil-
dren in beneficiary households. This is usually done
through specific programme objectives, improvements
in supply, and co-responsibilities. Similar effects can
also be observed in pure transfer programmes in coun-
tries with reasonable levels of school infrastructure.
Most programmes target school enrolment and attend-
ance. As with nutrition, there is strong evidence across
a range of programmes that school enrolment and at-
tendance objectives are being met. The issue of whether
these improvements are sufficient in themselves to im-

. prove future opportunities is harder to confirm at this
. point.

In middle-income countries, where primary school
enrolment rates were high prior to the introduction of
transfer programmes, the impact has been more sig-
nificant on secondary school enrolment and attend-
ance. Studies for Colombia, for example, do not find
any discernible impact of Familias en Accion on school
attendance rates amongst children aged 8 to 11; but the
effect of the programme becomes significant and posi-
tive amongst children aged 12 to 17, with about 10 per
cent improvement in rural areas and 5.2 per cent im-
provement in urban areas (Attanasio et al., 2005). This
is common among human development-focused pro-
grammes, such as conditional cash transfer programmes
in Latin America. In Brazil, a study finds that school at-
tendance amongst poor children rose by 4 per cent as a
result of participation in Bolsa Familia, with an average
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Figure 7.2 Impact of social transfers on school enrolment, 1997-2008 (change from baseline)
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effect of three percentage points among boys, which is
highly significant considering the high-school enrol-
ment rates in Brazil (Cardoso et al., 2003).

In Mexico, participation in Progresa/Oportunidades
is associated with higher school enrolment, less grade
repetition and better grade progression, lower drop-
out rates, and higher school re-entry rates among drop-
outs. The impact was especially notable in rural areas,
where the number of children entering the first grade
of secondary school rose by 85 per cent, and second
grade by 47 per cent (Molyneux, 2007). Drop-out
rates decreased by 24 per cent, with a corresponding
rise in completion rates of 23 per cent for rural second-
ary schools (Skoufias and Di Maro, 2005). These re-
sults suggest an overall increase in completed years of
schooling of about 10 per cent for the cohort exposed to
Oportunidades. This is predicted to increase children’s
future permanent earnings by about 8 per cent when
they reach adulthood (Freije et al., 2006; Skoufias and
Di Maro, 2005). These findings have been confirmed by
qualitative evaluations with a longer-term focus (Esco-
bar Latapi and Gonzélez de la Rocha, 2009).

These findings also apply in lower-income coun-
tries. In Nicaragua, Red de Proteccion Social achieved
significant impacts on schooling, despite its modest
scale when compared to other social transfers in Latin
America. The programme increased school enrolment
rates amongst children aged seven to 13 by 18 per cent,
and reduced the incidence of child labour by 5 per cent
(Maluccio and Flores, 2004). In Ecuador, a randomized
study estimates that Bono de Desarrollo Humano (previ-
ously known as Bono Solidario) increased school enrol-
ment for children aged 6 to 17 by about ten percentage
points (Schady and Araujo, 2006).

Schooling improvements are not restricted to condi-
tional cash transfer programmes in Latin America. Un-
conditional social transfers also often have important

2004 2005 2006 2007 2008

effects on children’s education. In Namibia and South
Africa, for example, it has been reported that social
pensions paid to grandparents are regularly used to
pay grandchildren’s school fees and other associated
expenses (Devereux, 2001). Figure 7.2 illustrates the
impact of selected social transfer programmes on school
enrolment across a range of countries.

Social transfers appear to be particularly effective
in addressing gender disparities in schooling, as girls
often show disproportionately lower rates of school
enrolment. In Bangladesh, the Food for Education
programme is reported to have improved school enrol-
ment amongst girls by about 44 per cent and amongst
boys by 28 per cent, compared to children outside the
programme. The programme also appeared to reduce
school dropout rates: only about 6 per cent of bene-
ficiary children dropped out of school, compared to
15 per cent of non-beneficiary children (Ahmed and
Del Ninno, 2002).

The findings suggest that school enrolment and at-
tendance improve significantly where these are explicit
programme objectives. Some transfer programmes
without an explicit focus on schooling, such as social
pensions, can make progress on these dimensions in
middle-income countries with reasonable service in-
frastructure. The extent to which these changes trans-
late into improvements in knowledge and skills in the
longer term is, however, more difficult to confirm at
present. School enrolment and attendance are neces-
sary but not sufficient conditions to ensure that cur-
rent cohorts of children reach the labour markets with
improved educational attainment levels. The quality of
education and the transition from school to work are
also important. These are research questions currently
being pursued.

One aspect that could turn out to be significant
in the context of social transfers is concerned with
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potential “demonstration effects”. In Mexico, the be-
haviour of beneficiary households appears to be em-
. the Child Labour Eradication Programme (PETT), a

ulated by non-beneficiary households. This in turn
results in increased rates of school enrolment and
clinic visits among non-beneficiary houscholds

(Handa et al., 2000). Rising utilization of educational '
and health services by beneficiaries and non-beneficiar-

ies can put significant pressure on available resources.
It is important that attention is paid to ensuring the
availability of adequate infrastructure. The value of

increasing the years of education that a child receives !
can be diminished if the quality of that education is !

low (Dreze and Gazdar, 1996). In order to address this
issue, some transfer programmes have included com-
plementary transfers to schools for each beneficiary

child they enrol, to support the increase in demand for

educational services.

7.2.3 Child labour

Many social transfer programmes explicitly target child
labour. Child labour is an important factor in ensuring
that poverty and confinement to the informal sector

persist across generations (Emerson and Portela Souza,

2003). Early entry into the labour market usually in- | 2008). The effect of Bangladesh’s Cash for Education

volves early exit from school, which has long-term im-
plications for labour outcomes. In many developing
countries, child labour can also be associated with haz-

ardous employment. Reducing child labour can be a
- transfer programmes have large effects on human de-

very positive step towards sustained exit from poverty.
It is important to identify the routes by which
social transfers could lead to a reduction in child labour

among beneficiary households. If child labour is taken !
to be primarily a reflection of the income needs of a
household, income supplements will have a direct '

impact on child labour. However, the economic motiva-
tions behind child labour extend to non-income factors,
often emerging as responses to vulnerability among

help to modify or attenuate such adverse responses. The
empirical evidence on the impact of transfers on child
labour is mixed.

In Colombia, Familias en Accidn is reported to have
led to a significant reduction in child labour in rural

areas, particularly amongst children aged between 10
and 13 (World Bank, 2006). Similar effects (8.8 per

cent reduction in child labour) have been reported from
Nicaragua’s Red de Proteccion Social for children in the
same age group (Barrientos and Santibanez, 2009a). A :
study finds a reduction in child labour of 17 per cent !

as a result of participation in Ecuador’s Bono de Desar-

rollo Humano (Schady and Araujo, 2006). A study of

programme to eradicate the worst forms of child labour
in rural Brazil, reports that the programme increased
children’s time in school, improved academic success,
and reduced labour participation and hazardous work
(Yap et al., 2002). In Mexico, small but significant re-
ductions in child labour have been reported in the lit-
erature. However, no significant reduction was found
for boys aged 16 to 17. This may reflect the increasing
opportunity cost of schooling, i.e. income opportun-
ities forgone for the houschold as children grow older
(Rawlings and Rubio, 2005).

In other cases, the impact of transfers on child
labour has been at best marginal. In Costa Rica, for

E example, Superémonos increased school attendance

and educational attainment among poor children, but
there was no evidence of a reduction in child labour
(Duryea and Morrison, 2004). Overall, the studies

on the impact of Bolsa Familia on child labour report

small or marginal effects in both directions (Barrientos
and Santibanez, 2009b). In South Africa, a recent study
found no significant changes in child labour among
recipients of the Child Support Grant (Samson et al.,

programme on child labour only amounted to a small
proportion of the effect on school enrolment (Raval-
lion and Wodon, 2000).

In sum, it is apparent from this review that social

velopment, especially where this is in fact their explicit
objective. A distinguishing feature of new social trans-
fer schemes is the fact that they target human devel-
opment as a means to reduce the future incidence of
poverty. Human development effects can also be ob-
served in pure transfer programmes, where human
development is not an explicit objective of the pro-

. gramme. Human development effects can be observed
poor households. In this context, social transfers could !

for both middle- and low-income countries. The effect-
iveness of the programmes in achieving human devel-
opment objectives will be greater in contexts where
appropriate service infrastructure is available, and is of
reasonable quality. In low-income countries this is not
always the case. Combining social transfers with inter-
ventions aimed at strengthening service infrastructure
is essential there.
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In the literature on social transfer programmes in
high-income countries, concern is often expressed that

income transfers to poor houscholds may adversely !
affect incentives to work, save and accumulate assets

(see Dilnot and Stark, 1989 for a discussion). The
likely impact of transfers on labour supply disincen-
tives, in particular, has informed policy discussions as-

sociated with recent welfare reforms in high-income
countries (see for example Mofhtt, 2002). The impact !

of social transfers on the utilization of productive cap-
acity among poor households has been examined in the
context of developing countries. Earlier studies (for ex-

ample, Besley and Kanbur, 1998; Anand and Kanbur
(eds.), 1991; Sahn and Alderman (eds.), 1995) did find

that in-kind food subsidies appeared to generate market
distortions and some disincentives to work. More recent

studies examining the incentive effects of income trans-
fer tend to find, on the whole, few unintended adverse :

effects. On the contrary, these studies provide strong ev-
idence that transfers facilitate improved resource alloca-
tion among poor houscholds (Ardington et al., 2007).

The macroeconomic and political context is critical for
the effectiveness of social transfers. Even well-designed

social transfer programmes will struggle to achieve
their intended goals if economic growth is modest or
unequally distributed, and the political context is ad-

verse. Whatever the efforts made to strengthen employ-

. Bolsa Familia (CEDEPLAR, 2007), which show a posi-

ability, in particular, the low-intensity of employment
growth will lead to poor employment outcomes.

7.3.1 Employment and labour market
participation

Economic theory suggests that, given competitive

market conditions, income transfers reduce labour
supply at the margin. They do this by raising the “reser-

vation wage” of beneficiaries — that is the wage needed
to attract these workers into the labour market. Social
pensions, for example, do reduce the labour supply of

older people, even though few social pension schemes !
require recipients to be inactive in order to qualify. Co- !

responsibilities in human development transfer pro-
grammes do have some effects on child labour, through

making school attendance a requirement for receipt of
the transfer (see section 7.2.3 above). However, these

are wholly intended and desirable labour supply out-

comes of the programmes. The more interesting issuc is :

what happens to the labour supply of adults on receipt
. of the transfer.

Labour force participation rates have been found
to decline among the elderly in response to social pen-
sions, even in the absence of inactivity tests as a require-
ment of eligibility. Labour force participation rates for
those eligible to receive a pension are very low in South
Africa, and decline rapidly when individuals reach the
age of pension entitlement (Lam et al., 2004). This out-
come is to be expected, as the combination of the gener-
osity of the pension benefit and the means test provide
strong incentives to withdraw from the labour market.
In other countries though, such as Namibia, studies
reported improvements in the living standard of poor
farmers as a result of the social pension. This suggests
that people in old age continue to farm for a consid-
crable period, until they are physically impeded (De-
vereux, 2001).

To the extent that social transfers lift credit and
childcare constraints, they could enable other house-
hold members to work. Under these circumstances, the
impact of social transfers on labour supply will be posi-
tive. In Brazil, a recent study finds that for the 30 per
cent poorest, after controlling for the impact of age
and family structure, the labour market participation
rate for individuals belonging to beneficiary house-
holds of Bolsa Familia was significantly higher than
that for individuals living in houscholds not covered by
the transfer programme (Medeiros et al., 2008). These
findings are consistent with other impact studies of

tive impact of the programme on the supply of labour.
Similar results have been reported from Mexico’s Pro-

- gresa. There appears to be no evidence of a reduction
- in labour force participation rates as a result of receiv-
ing support from the transfer programme (Parker and

Skoufias, 2000; Skoufias and Di Maro, 2005). A small
reduction in child labour appears to have been compen-
sated for by an increase in the labour supply of adults
(Skoufias, 2001). In fact, the programme appears to
boost employment by helping people to meet essential
transaction costs, such as transportation to work.
Labour market conditions at the local level may
nevertheless restrict the potential effects of social trans-
fers on employment generation. A recent study reports
that about 85 per cent of new school graduates who re-
ceived support from Oportunidades could not find work
in their localities and, for that reason, were planning to
emigrate (Molyneux, 2007). This means that in areas
with a high poverty incidence, employability can be
highly constrained. The impact of social transfers can
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be undermined in the absence of simultancous efforts :
to improve labour opportunities and the quality of em-

ployment. If the full gains of social transfer schemes are
to be realized, complementary employment policies and
macro-economic policies will need to be implemented.

Indeed, spillover effects of social transters have been

reported in small and self-contained local economies. In
Namibia, many grocery stores arose in even the small-
est villages in response to the increased demand gen-
erated by the social pension programme. The study

reports that “even the smallest and most isolated set-
tlement now has at least one village store, selling maize-

meal and groceries even in times of food crises such as
drought. The social pension has helped stabilise food

supplies in a country of vast distances, dispersed popu-

lations and widespread rural poverty, thus offsetting the
need for food aid deliveries during drought emergen- E

cies” (Devereux, 2001). Early studies of social pensions
in South Africa also remark upon the fact that transfers

stimulated local production and trade. In remote rural
locations transfers are delivered by armoured transport

on a particular day and time, and on that day traders
bring their wares to that location, while moneylenders
come to lend or collect money (Ardington and Lund,

1995). Establishing whether social transfers have effects
. lion and Datt, 1995).

beyond the direct beneficiaries can help us to arrive at

more accurate assessments of the aggregate benefit of
social transfers.
There is also a complex set of effects of transfers on

the allocation of household resources. One study in
. proximately 20 per cent in the late 1970s (World Bank,

South Africa reported that pension income had signifi-
cant effects on the hours of work and employment of
15-50-year-olds co-residing with pension beneficiaries

(Bertrand et al., 2003). Using 1993 cross-section data
from three-generation African households, the authors
estimated that 15-50-year-olds living with a pension- |

eligible person undertake on average 6.4 fewer hours
of work and have a 4.3 per cent lower probability of

employment. Critically, however, the study samples co- !
residents only, and misses out non-resident houschold !

members.
Another study noted a high incidence of labour mi-
gration: in as many as 30 per cent of rural households

in South Africa at least one member has migrated to
find work (Posel et al., 2004). Replicating the study !

reported above, but now including migrant household
members, this study finds that the negative association

between pension receipt and labour supply in that study
becomes positive, and concludes that 15-50-year-old

individual members of a houschold with a pension-el-

igible person have a 3.2 per cent higher probability of :

employment. Breaking this down by gender, they find
that when pension income is received by male pension-
ers there is no significant effect on the labour supply
of adult household members, but that there is a strong
and positive effect when the pension recipient is female.
The study suggests that pension income received by

- women is particularly important for rural households,

because it makes it possible for grandmothers to sup-
port their families. A recent study has confirmed this
finding, with longitudinal data” helping to track house-
hold changes around pension receipt (Ardington et al.,
2007). Social pensions relax income and childcare con-
straints and enable the household to improve their allo-
cation of labour resources.

Particular types of social transfers that rely upon
self-selection, such as public works schemes, if properly
designed, can help to minimize the potential adverse
effects of transfers on labour markets. It is argued that
because wages are set below the market rate only the
jobless poor will participate in such programmes. These
programmes have the added advantage that potential
benefit leakages to the non-poor will be reduced. How-
ever, the opportunity cost can also be significant, if by
participating in the programme, the household benefi-
ciary forgoes income-generating opportunities (Raval-

In India, for example, the World Development
Report 1980 reported that due to the Maharashtra
Employment Guarantee Scheme unemployment and
underemployment in Maharashtra was reduced by ap-

1980). Dev finds, however, that the scheme contrib-
uted to reducing unemployment by about 7 per cent
in the late 1980s (Dev, 1992). Patel points out that
this sharp reduction in person-days generated under
the Maharashtra Employment Guarantee Scheme was
partly due to an increase in the wage rate that led to
job rationing, with poor people being the most affected
by the reduction. Another factor was that during the
1980s activists, who had previously put pressure on
the scheme to be implemented effectively, disassoci-
ated themselves (Patel, 2006). Nonetheless, Osmani
(1991) and Dev (1995) conclude in separate studies
that the Maharashtra Employment Guarantee Scheme
contributed to reducing unemployment and underem-
ployment. Estimates vary from less than one-tenth to
one-third, depending on the period under examination

(Dev, 1995).

7 A dataset containing observations on houscholds observed over
multiple time periods.
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In Argentina, it has been estimated that Jefes y Jefas

de Hogar Desempleados — a transfer programme con-
ditional on labour supply or training — reduced the
unemployment rate by about 2.5 percentage points
(Galasso and Ravallion, 2003). Another study argues
that the programme could have generated incentives
for beneficiaries to work in the informal sector (Gas-

parini et al., 2007). In Chile, an impact study of Chile |

Solidario concludes that the programme may have al-
tered attitudes towards work amongst beneficiaries. In
particular, enrolment in the local employment office,

a precondition for eligibility to various public training !

programmes, appears to have increased the incidence
of labour re-insertion and participation in training by
30 per cent in urban areas and about 14 per cent in
rural areas. However, while these changes in behaviour
can increase employment prospects amongst beneficiar-
ies, significant effects on labour force participation are
observed only in rural areas (Galasso, 2006).

In summary, the labour supply responses of house-
holds benefiting from social transfer programmes
have been studied for a variety of countries; those in
Argentina, Brazil, Chile, Mexico and South Africa may
be highlighted. Some related effects in countries such

as Bangladesh and Ethiopia, among others, are noted
. vereux et al,, 2005).

in the following section. The studies find reductions
in work among children and older people, where pro-
grammes are focused on these groups, but these are

compensated for by increased adult labour. Among

adults themselves, labour supply effects were found to

be positive for Brazil and South Africa. They worked

through a reallocation of houschold resources, which
was facilitated by the regularity of the transfer.

7.3.2 Social transfers and productive activity

Most social transfers are designed to support household
consumption, but they can also facilitate productive in-
vestments. Where transfers are regular, their effects can
be greater. Regular transfers enable households affected
by credit and liquidity constraints to reallocate their
productive resources, and to accumulate and protect
their assets.

For credit-constrained households, investment re-
quires raising savings and therefore reducing cur-
rent consumption. Among low-income households,

especially those with uncertain or volatile sources of !

income, savings may be difficult to achieve. Poor house-
holds also have difficulties in providing collateral to
secure loans from formal financial institutions. This

is especially true in developing countries, where credit
markets are highly fragmented. This is well docu-
mented in the micro-credit literature, pointing to the
difficulties in reaching the poorest households (Amin
et al., 2003; Armendariz et al., 2008; Nino-Zarazua,
2009). In that context, social transfers can play an im-
portant complementary role in lifting credit constraints
for the poor and poorest houscholds.

Firstly, as social transfers are regular and reliable,
they can encourage small-scale savings and thus in-

. vestment decisions. However, the importance of pro-

viding an adequate size of transfer must be stressed.
This is illustrated by Ethiopia’s Productive Safety Net
Programme, which provides income transfers for a
maximum period of six months per year. While it was
intended to significantly increase houschold income,
the programme is reported to have lost its purchas-
ing power due to rises in food prices and has there-
fore become too small to address the needs of the poor
(Gibson and Nyhus, 2009). Similarly, in Zambia, stud-
ies of the Kalomo District Pilot Social Cash Transfer
Scheme reported that, although the community wel-
comed the scheme because it alleviates the overwhelm-
ing social burdens of destitute people, complaints about
the small amount of the transfer are common (De-

Secondly, social transfers can prove more effective,
in combination with other interventions in enabling
access to credit. There are indications across a variety of
social transfer programmes in middle- and low-income
countries that beneficiaries are able to save and invest a
fraction of their income following the receipt of trans-
fers, and also that access to credit can be facilitated by
the transfer.

In Bolivia, a social pension, Bonosol — recently re-
named Bono Dignidad — is paid once a year to persons
aged 65 and older. At around US$246, it represents a
significant injection of liquidity to rural farmers. Al-
though they have land, they often lack access to credit
markets to purchase seeds and other agricultural inputs.
A study has estimated that among pension beneficiar-
ies in rural areas, overall consumption rises by twice
the amount of the benefit, suggesting that improved
houschold production has been facilitated by the trans-
fer. The effect is observed only among rural households
with land, and is stronger for goods which are typically
produced by these houscholds, such as dairy, meat and
vegetables (Martinez, 2007).

Similarly, studies have observed a rise in investment
by beneficiary houscholds compared to non-beneficiar-
ies in Mexico’s Progresa. One study estimates that, on
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average, around 12 per cent of transfers to beneficiaries
were invested in productive assets (Gertler et al., 2005).
A separate study compares the impact of Progresa with
an asset accumulation programme directed at small
and medium-sized farmers called Procampo. It finds the
latter had income multipliers of around 1.5 to 2.6 (Sad-
oulet et al., 2001).

In Namibia, the social pension is also reported to
lift credit constraints in southern areas of the country.
Pensioners are in a better position to access informal
credit arrangements from, for example, shopkeepers, as
they receive regular monthly incomes that act as a guar-
antee to back the loans (Devereux, 2001). Along similar
lines, Brazil’s non-contributory pension programme
for informal workers in rural areas, Prévidencia Rural,
has been shown to enable beneficiaries to access formal
credit by showing the magnetic card which is used by
them to collect their pensions (Schwarzer, 2000). An-
other study on the Brazilian social pension programme
shows that an important proportion of beneficiaries
invest part of their transfer in seeds, tools and other
productive assets. These strengthen small-scale eco-
nomic activities and thus employment amongst benefi-
ciary houscholds (Delgado and Cardoso, 2000a).

In Bangladesh, BRAC’s programme Targeting the
Ultra Poor has been specifically designed to facilitate
productive and financial asset accumulation through
the combination of income transfers and human cap-
ital interventions with microcredit and skills training.
This programme provides a mix of transfers in kind
and cash to houscholds in extreme poverty, in prepara-
tion for more standard microcredit programmes after
18 months. An internal evaluation showed significant

improvements over time in the incidence and size of |

loans held by programme beneficiaries. In addition, the
study noted a shift in motivation for credit among se-
lected houscholds. Initially credit was used primarily
as a means of smoothing out consumption; three years
later the study found a refocus on credit for investment
in productive assets. Moreover, credit access for benefi-
ciary households shows a significant improvement, both
over time and in relation to non-beneficiary households
(Rabbani et al., 2006). This effect appears to have an
important gender dimension, suggesting that pro-
gramme design should consider whether channelling
the transfer through particular household members,
notably women, has an effect on household investment.

To summarize, whilst providing important insights
the evidence reviewed is not comprehensive across all
social transfer programmes. In many transfer pro-
grammes, facilitating savings and improving access to

credit is a by-product of the income transfer, and not
an explicit design feature. The capacity of social trans-
fers to help lift credit constraints is likely to vary across
programmes, target groups, and environments. These
effects are stronger among rural households which lack
complementary “productive” assets (for example, inputs
or labour), and where credit constraints are directly tar-
geted. Programmes that target asset accumulation tend
to be focused on moderately poor houscholds, and only
a handful of programmes of this type reach the extreme
poor. The issue of how to strengthen the synergies
between social transfer programmes and savings and
investment among poor houscholds is being actively re-
searched, especially as many social transfer programmes
are maturing.

The main objective of social transfer programmes in
developing countries is to reduce poverty and vulner-
ability. There is a large literature assessing the poverty
reduction effectiveness of these programmes. The find-
ings from these studies cover social transfers of different
types and operating in different settings. They suggest
that transfer programmes have the potential to make
a significant contribution to reducing poverty and vul-
nerability, through raising and protecting household
consumption with regular and predictable transfers.

In addition, social transfers have an important in-
surance function — they protect basic household con-
sumption from a variety of contingencies and hazards.
Poor households adopt a range of strategies to protect
their consumption and assets from the impact of shocks.
Security is important to those in poverty, especially as
insecure and precarious livelihoods are bound to limit
household investment.® Insecurity could also lead to
ineficient use of resources by forcing poor rural house-
holds to opt for low-risk, low-return crops (Barrientos,
2007a; Morduch, 2005), to hold liquid but less pro-
ductive assets (Dercon, 2003), or, as discussed in sec-
tion 7.2, to withdraw children from school in response
to crises. The absence of insurance can thus lead to pov-
erty persistence. Social transfers can contribute to im-
proving houschold security by stabilizing and protecting
consumption, which in turn facilitates investment.

¥ 'The theoretical and empirical literature finds that insurance mar-
kets seldom reach those in poverty, with the implication that they remain
insufficiently protected (see Dercon (ed.), 2005; Jalan and Ravallion,
1999).
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7.4.1 Raising consumption

In South Africa it is reported that the Expanded Public
Works Programme (EPWP) has particularly benefited

the ultra-poor, whose income increases by over 63 per

cent when the programme is effectively targeted. In
general, households living in urban slums appear to

benefit the most from the programme (Antonopou-
los, 2007). In KwaZulu Natal, the Zibambele Public
Works Programme was reported to reduce the poverty

pating in the programme was positive in income terms

for 98 per cent of the total sample, and the percentage
of houscholds in which adults frequently skipped meals
fell from 49 to one per cent (McCord, 2004). The pro-

gramme is also reported to have improved the ability
of poor houscholds to access other government grants

(McCord, 2002).
In Argentina, Jefes y Jefas del Hogar Desempleados is

reported to have attenuated the sharp fall in income as
a consequence of the acute financial crisis and the de-

valuation of the peso in 2001 (Barrientos, Holmes and
Scott, 2008). The programme was particularly effective
in protecting those in extreme poverty. A study reports

that, although the programme had a small impact on
the overall headcount poverty rate, it achieved a signifi-

cant effect on the incidence of extreme poverty and on
the poverty gap of those in extreme poverty (Galasso
and Ravallion, 2003). A World Bank study estimates

that, in the absence of the transfer, nearly 10 per cent of
- Dejong, 2006). It is estimated that if all the eligible

the beneficiary households would have fallen below the
poverty line (World Bank, 2009b).

Social transfers conditional on human capital in-

vestments are also reported to have significant effects on
consumption, poverty and vulnerability. Brazil’s Bolsa
. from 13.1 per cent to 4.2 per cent (Woolard, 2003). In

Familia is reported to have contributed, together with
other social assistance programmes, to a 16-per-cent fall
in extreme income poverty (Lindert et al., 2007). In Ec-
uador a recent study reveals that households receiving

increase in food expenditure (Ponce, 2008). In Colom-
bia, Familias en Accidn is estimated to have produced a
rise in the consumption of participating houscholds of

19.5 per cent in rural areas and 9.3 per cent in urban |
. contributory pension income, the poverty headcount

areas (Attanasio et al., 2005).
In Mexico the evaluation of Progresa two years after
the start of the programme showed a small reduction in

the poverty headcount ratio (around 10 per cent), but
a large reduction in the poverty gap and the squared

poverty gap — a reduction in the order of 30 and 45 per

cent respectively (Skoufias, 2005). Similar results have !

been reported from Honduras’ Programa de Asignacién
. Familiar Phase I, where its effect on the squared pov-

erty gap was found to be twice as high as the effect on
the other indicators (Osorio, 2008). This is consistent
with research findings reported elsewhere (Coady and
Morley, 2003).

The impact of Progresa on household income is re-
flected in the level and pattern of consumption. The
level of consumption was reported to have increased
on average by approximately 15 per cent following re-

gap and food insecurity. The net benefit ratio of partici- - ceipt of the benefits (Hoddinott et al., 2000), with an

increase in median food expenditure of recipient house-
holds of around 10.6 per cent compared to equally el-
igible but non-recipient households. The increase in
houschold food consumption was largely driven by
increased expenditures on fruit, vegetables, meat, and
animal products, which have a positive impact on nutri-
tional status. This improvement in the level and quality
of nutrition is predicted to have long-term effects on the
lifetime productivity and potential earning capacity of
recipient children (ibid.).

In Mongolia an impact study of the Child Money
Programme, a categorical child transfer, finds that
during its targeted phase the programme helped reduce
the child poverty headcount by almost 4 per cent, from
42.2 per cent to 38.5 per cent, as well as the child pov-
erty gap by about 2 per cent (Hodges et al., 2007).
In South Africa the old age and disability grants, to-
gether with the Child Support Grant, have a significant

impact on poverty (Barrientos, 2008a; Barrientos and

children under the age of seven had been registered in
the programme, the incidence of child poverty would
have fallen from 42.7 to 34.3 per cent, whereas the inci-
dence of children in extreme poverty would have fallen

Mozambique the programme Cash Payments to War-
displaced Urban Destitute Houscholds (GAPVU) is

- reported to have increased household incomes in poor
Bono de Desarrollo Humano experience a 25-per-cent

towns by up to 41 per cent and contributed to reducing
the poverty headcount index from 71 per cent to 66 per
cent (Devereux, 2002).

A comparative study of social pensions in Brazil and
South Africa has found that, in the absence of non-

amongst households with older members would be 5.3
and 1.9 percentage points higher in Brazil and South
Africa, respectively, whereas the incidence of indigence
(or extreme poverty) would be 8.9 and 2.3 percentage
points higher, correspondingly. The study also finds
that the impact on the poverty gap is much larger. In
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the absence of social pensions, the poverty gap would be !

a third larger in Brazil and two-thirds larger for South
Africa, whereas the indigence gap would be 1.5 times
larger in Brazil and one-fifth larger in South Africa. In
terms of vulnerability to poverty, measured as the prob-

ability of becoming poor, the study shows that having
a non-contributory pension recipient in the household

reduces the probability of poverty among household
members in Brazil and South Africa by 21 and 11 per
cent, respectively (Barrientos, 2003). South Africa’s

social pension appears to be especially important for !

the poorest — those living on less than US$1 per day,
the proportion of whom in the population would, ac-
cording to estimates, be up to 40 per cent higher in the
absence of the pension (Case and Deaton, 1998).

Similar positive effects of social pensions on poverty

are found in Chile, Argentina and Uruguay. In Chile,
Programa de Pensiones Asistenciales, a non-contributory
and unconditional social pension programme, is found

to have reduced poverty amongst people in old age by
about 9.2 per cent (Bertranou et al., 2002), although

the largest impact was found on indigence, which was
reduced by 69 per cent as a direct result of the pension.
In Argentina, Pensiones Asistenciales is reported to have
reduced the incidence of poverty in recipient house-

holds by 31 per cent, and indigence by 67 per cent. For

the smaller group, represented by houscholds with a
recipient over the age of 65, the effect is still consider-
able, given that poverty is reduced by 5 per cent and

indigence by 16 per cent. The greatest impact was ob-
served amongst households with young members, such

as mothers of seven or more children (Bertranou et al.,
2002). In Uruguay, the reduction in poverty incidence

found amongst houscholds with a beneficiary of the !
Programa de Pensiones no-Contributivas social pension

was in the order of 33 per cent (Bertranou et al., 2002).

7.4.2 Protecting consumption

Social transfers, if regular, reliable and adequate, could
contribute to protecting houschold consumption
against shocks or crises. They could thus prevent asset

depletion or the adoption of short-term strategies with
long-term adverse consequences, such as economizing !

on health care or taking children out of school. Never-
theless, most of the programmes in developing coun-
tries are targeted at those who are already poor and

for that reason do not prevent poverty as social insur-
¢ mately 5 per cent. Unsurprisingly, beneficiaries’ houscholds complain

ance or universal schemes do. Few social transfer pro-

grammes have an explicit insurance component aside

from the shield that the supplementary income could

- provide to beneficiary houscholds. Transfers are nor-

mally fixed in level and therefore unable to respond to
idiosyncratic or aggregate shocks.”

Some variants of public works could be an im-
portant exception, particularly during seasons of high
unemployment. The Maharashtra Employment Guar-
antee Scheme in India, which provides entitlement to
up to 100 work days for unemployed rural houscholds,
on demand (Kannan, 2006), is reported to have re-
duced the income variability of poor labourers living in

- villages with access to the programme by about 50 per

cent relative to labourers living in non-Maharashtra
Employment Guarantee Scheme villages (Bhende et al.,
1992). The programme has also reduced seasonal mal-
nutrition and poverty severity amongst the poor (Dev,
1995), although a high percentage of recipient house-
holds remained with income levels below or close to
the poverty line (Shah and Mehta, 2008). Social trans-
fers conditional on schooling or preventive health care
might also work to reduce the incidence of short-term
strategies with long-term adverse effects on poverty (Sa-
doulet et al., 2004).

Strengthening the insurance properties of social

- transfers is an important area for further research, and

one which has been highlighted by the impact of the
2008/09 global crisis. Several social transfers in coun-
tries such as Brazil, Jamaica, Indonesia, Mexico and
South Africa have responded to recent food, fuel and fi-
nancial crises by raising the level of benefits and extend-
ing coverage to vulnerable populations.

A key area for further research and policy develop-
ment is the coordination and integration of social as-
sistance programmes with social insurance, in those
countries where the latter is significant. In Brazil, for

. example, there is concern regarding the possible dis-

incentive effects of social pensions on social insurance
contributions (Bonturi, 2002; Clements, 1997). The

. two social pensions in Brazil, the Prévidencia Rural,
- available to informal workers, and the Beneficio de

Prestagao Continuada, available to older people across
rural and urban areas, provide transfers equivalent to
the minimum wage, which is also the minimum guar-
anteed pension in social insurance schemes (Schwarzer

® When the value of social transfer programmes is not periodically
adjusted to the inflation rate, there is a risk for programmes to sce their
effectiveness seriously eroded in terms of poverty reduction. In Mozam-

¢ bique, for example, the Food Subsidy Programme, which was originally

set at one-third of the minimum wage, has lost its value down to approxi-

that the transfer is insufficient or even insignificant. (For more details,
see Devereux et al., 2005.)
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and Querino, 2002b). Improving the coordination
of social insurance and social assistance programmes
could extend the consumption protection available to
low-income households in informal employment (Bar-
rientos, 2007b; Levy, 2008).

7.4.3 Social inequality

There is often an expectation that social transfer pro-

grammes could have effects beyond the reduction of

poverty and could help to reduce social inequalities.
In Scandinavian countries, social transfers are very
effective in reducing income disparities, although the
reach and scale of the transfer programmes is of a dif-
ferent order of magnitude to that shown by transfer
programmes in developing countries. In reducing pov-
erty, these programmes will reduce inequality among
houscholds in poverty. In countries with high income
inequality, changes in income inequality among the
poor brought about by transfer programmes will, at
best, show very small effects at the aggregate level. In
addition, the low level of the benefits and the overall
programme budget will further reduce the impact of
the programme on aggregate income inequality.

Some studies do report social transfer programme
effects on inequality. Studies from Brazil, Chile and
Mexico suggest that social transfer programmes there
have helped reduce inequality.”” In South Africa, the
combination of grants is reported to have contributed
to a small reduction in income inequality (Woolard,
2003). Further research is needed to identify with
greater precision and certainty the magnitude of these
effects, while throwing light on how the design and
implementation of these programmes can help to max-
imise these effects (for a discussion on this issue see Bar-
rientos, 2008¢).

In sum, social transfer programmes are effective in
protecting consumption among participant households.

Transfers have the effect of improving purchasing

power, while at the same time providing greater sta-
bility to consumption. Few transfer programmes have

' Santiago Levy, one of the architects of Progresa/Oportunidades
has noted (2006, pp. 19-20): “The Programme can contribute to growth
as it gradually fosters a healthier and more educated labour force and it
allows poor houscholds to make more productive investments that have
longer horizons and higher expected returns. But that will not have a first
order effect on the country’s growth rate. This is because the first two
deciles of the income distribution receive less than 2.5 percent of aggre-
gate income in Mexico ... If all poor houscholds” income (net of Progresa-
Oportunidades transfers) increased by 5 percent a year, aggregate income
would increase, at most, by an additional 0.12 percent a year over the
growth rate without the program”.

explicit insurance properties, but these are important in
public works or employment guarantee schemes. There
is some evidence that social transfer programmes reduce
inequalities at the bottom of the income distribution,
but their budgets are too small to ensure reductions in
aggregate inequality. In some middle-income countries,
recent studies have suggested that social transfers are re-
sponsible for marginal reductions in income inequality.
Social transfer programmes have stronger effects in re-
ducing social inequalities, for example in terms of access
to services.

Household, community and societal conditions are im-
portant determinants of the impact and effectiveness
of social transfers. Intra-household dynamics are an
important factor in determining whether transfers en-
hance the capacity of poor houscholds to access eco-
nomic opportunity. To be effective, transfers focused
on children require the active participation and sup-
port of parents and carers. Bangladesh’s programme
Challenging the Frontiers of Poverty Reduction/Tar-
geting the Ultra Poor usually starts implementation
in a district by setting up a Poverty Committee, which
engages the local elites in the programme. Brazil’s Bo/sa

. Familia is implemented by municipalities able to adapt

and supplement the programme with other interven-
tions. Transfer programmes in Brazil and South Africa
were significantly influenced by “social contracts” (Bar-
rientos, 2008a), whereas the implementation of social
transfer programmes in some low-income countries in
Africa is hampered by the lack of political support.

At the same time, social transfer programmes have
effects on social inclusion and social cohesion, and can
help embed and reinforce social contracts. The exten-
sion of social transfer programmes in South Africa
embodies social and political commitments to greater
equity and inclusion, and contributes to greater social
cohesion. There is an emerging literature examining
the impact of transfers on intra-household resource al-
location and dynamics, with implications for women’s
empowerment. It is common for transfers to be paid
to the mother, in the expectation that children will
benefit directly (Haddad et al., 1997). An interesting
issue is whether this modality of transfer payment has
any effect on intra-houschold resource allocation (Mol-
yneux, 2006). In Mexico, for example, studies of the
impact of Progresa on patterns of consumption observe
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a shift in consumption towards children-related goods
and services, as mothers are the direct recipients (Ru-
balcava et al., 2002).

Finally, when considering the contribution of tar-
geted programmes to social inclusion, it should be kept
in mind that targeting might, in itself, generate exclu-
sion by setting resource conditions that are difficult to
assess, by creating direct and indirect costs for potential
beneficiaries or by being too demanding on local insti-
tutions in charge of applying it. Generally, these nega-

tive aspects tend to affect the most socially excluded !

more than others.

7.5.1 Empowerment and gender

the Frontiers of Poverty Reduction/Targeting the Ultra
Poor in Bangladesh find that the programme represents
a departure from old-style patronage in village society.
The study reports, for example, that ultra-poor women
who previously had no chance of gaining access to local
government resources (warm clothes in cold weather,
relief goods) are better placed to secure such statutory
rights. And this has also contributed to qualitative
changes in the lives of the ultra-poor. Positive impacts
include their inclusion within the village community
social life. Some programme beneficiaries reported
being invited to festivals and weddings from which
they had previously been excluded: “now they call us to

cat” (Hossain, 2005). The programme has also gained

a degree of local legitimacy and ownership. Interviews
and discussions with village members reveal some pride
in the achievements of ultra-poor people. Elite groups
now provide support for the poorest women, whose
living conditions and prospects meant that they were
previously routinely written off as “beyond help” (ibid.).

In Chile a study finds that beneficiary households

of Chile Solidario are more aware of social services in

the community. This result is important, given that |

social inclusion is one of the main objectives of the pro-
gramme. Households in urban areas were also reported
to look proactively for help from local institutions, re-
flecting a growing awareness of their entitlements as
members of society (Galasso, 2006).

In Mexico anecdotal evidence suggests that women
feel that their self-esteem and financial security is en-
hanced as a result of the transfers. Self-confidence,
awareness and control over household resources were
also improved, with important consequences for wom-
en’s empowerment (Escobar Latapi and Gonzalez de la

Rocha, 2009). Other studies report that women have
acquired more status in their communities, with shop-
keepers, for example, treating them with more respect
as they became creditworthy (Molyneux, 2007). An-
ecdotal evidence is supported by econometric analysis.
A study of Progresa reports a decreasing probability
of husbands being the sole decision-maker in five out
of eight decision-making outcomes, particularly those
that affect children. In this sense, by giving transfers to
women, Progresa appears to be influencing intra-house-
hold bargaining in favour of women, which in turn has
benefits for children (Skoufias, 2005).

Similar results are reported from Brazil. Here the
Child Labour Eradication Programme, now integrated
into Bolsa Familia, improved mothers’ sense of inde-

pendence and responsibility for their children and
Anthropological studies of the programme Challenging :

family, as they were the direct recipients of the transfer
(World Bank, 2001a).

Studies on public works programmes also report
empowerment improvements as a result of programme

participation. In India, for example, the Maharash-

tra Rural Employment Guarantee Scheme is found
to change exploitative patron—client relationships in
some communities as well, as landless labourers are em-
powered to negotiate better wages (for a discussion see
DFID, 2005). Women seem to have benefited too, as
their economic power has enabled them to improve
their social status and confidence within their fami-
lies and communities (Dev, 1995). However, the lack
of provision of institutional childcare has meant a lag
in female participation (Samson et al., 2006). Other
studies have also found positive effects of public works
on empowerment. In Ethiopia, for example, narrative
evidence has reported women noting that participation
in the Urban Food for Work programme has increased
their confidence in their own abilities (Garrett, 2001).
Social pensions, in addition to improving income
security, have contributed to raising the social status of
the elderly. In Lesotho, for example, anecdotal evidence
indicates that old-age pensions have enabled the elderly
to improve their financial self-reliance, and hence their
status within the household: “Before we were treated
as if we were dead. People now respect me” (Save the
Children et al., 2005). The fact that the elderly con-
tribute to their families with income, particularly in
times of need, enhances their position as valuable mem-
bers of society. In Namibia, pensioners’ income often
represents the only secure income for entire families,
and as a result, pensioners are kept within families and

| well looked after (Schleberger, 2002). Old-age pensions

can play an important role in restoring elderly people’s
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dignity and conferred recognition, in contexts where
they would otherwise be perceived as economic bur-
dens. At the same time they may also exert moral pres-
sure on the elderly, who are now obliged to support
their families.

7.5.2 Social cohesion

To the extent that social transfer programmes are sup-

ported by and embed shared values of solidarity, they

can contribute to greater social cohesion (Gough and
Olofsson, 1999). Social transfers could strengthen social
networks and community organizations, both pre-req-
uisites for the effective functioning of society (Lock-
wood, 1999). Through Gram Shahayak Committees,
formed with members of local elites, the Bangladesh
Challenging the Frontiers of Poverty Reduction/Tar-
geting the Ultra Poor programme is reported to have
contributed to building social cohesion at the village
level. In some cases, that process has meant a widen-
ing of social networks, and improvements in the extent
of social inclusion of poor people in village social life.
Studies have noted a reduction in the risk of assets held
by programme beneficiaries being damaged or stolen;
and when assets have been threatened, committee
members are reported to have effectively managed con-
flicts through available dispute resolution practices and
institutions (Hossain, 2005).

In Colombia a study of Familias en Accién has re-
ported improved levels of social trust and collective al-
truism in beneficiary neighbourhoods when compared
with control neighbourhoods (Attanasio et al., 2008).
In South Africa studies on the Zibambele programme
in KwaZulu Natal report the formation of social capital
associated with the programme, with co-workers offer-
ing mutual support at times of need, and establishing
informal savings associations (McCord, 2004). In Na-
mibia and South Africa social pensions are reported to
have inhibited rural-urban migration and constrained
levels and rates of urbanization, enabling rural commu-
nities to manage economic transformation (Barrientos
et al,, 2003).

Studies of Mexico’s Progresa show that social rela-

tionships among beneficiary women can potentially !

build new forms of social capital. For example, there
are reports of women organizing collectively against
violence and abuse, as there is evidence of violent behav-
iour against women over the control of social transfers
(Molyneux, 2007; Adato et al., 2000).

There is some anecdotal information and expressed
concerns that in communities with limited disparities,
social transfers which reach some but not all of the poor
should strive to provide clear and transparent justifica-
tions for the selection of beneficiaries in order to avoid
resentment and conflict. In low-income countries in
sub-Saharan Africa, where the incidence of poverty is
high and the differences among the poor small, con-
cerns are often expressed about the potentially negative
effects of narrow targeting. Further research is needed
on the empirical significance of these concerns.

In sum, there is evidence across a range of pro-
grammes and contexts that social transfers can con-
tribute to improved intra-household dynamics, stronger
social ties and inclusion, and greater social cohesion.
The concerns around the fairness of social transfer dis-
tribution in small communities point out the import-
ance of the public perceptions of the programmes and
of transparency in the selection of beneficiaries.

The rapid emergence of large-scale social transfer pro-
grammes in developing countries raises important
issues about their role and effectiveness as a core com-
ponent of poverty reduction and development strat-
egies. These programmes show considerable diversity
in objectives, design and institutionalization, and have
the potential to make a significant contribution to the
reduction of global poverty. With a few exceptions, the
extension of social transfer programmes has taken place
in the last decade. A compendium of knowledge on the
outcomes of these programmes is essential at this stage,
in order to assess their future role and to improve their
effectiveness. As now compiled by the ILO (2010), this
provides a review of current knowledge on the effects of
social transfers in generating human development, sup-
porting the full utilization of productive capacity, rais-
ing and protecting consumption, and facilitating social
inclusion and cohesion.

Section 7.2 focused on human development. It re-
viewed a broad range of findings across programmes
and countries, confirming that social transfer pro-
grammes are effective instruments for improving nu-
tritional and health status and schooling among poor
and the poorest households. These findings apply in
particular to social transfer programmes focused on
human development interventions, such as Oportu-
nidades and Bolsa Famiilia; but they also extend to
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pure income transfers, such as South Africa’s Child
Support Grant. They also apply, with some expected
variation, to programmes in both low- and middle-in-
come countries. Improvements in height for age among
children benefiting from Oportunidades are particu-
larly noteworthy because they provide information on
the longer-term effects of improved nutrition and sug-
gest cumulative improvements in future productive
capacity.

Many social transfers implicitly target child labour,
through a direct focus on school attendance. Child
labour is usually associated with early exit from school
and therefore with long-term consequences in terms of
productivity and life-time earnings. However, the evi-
dence on the impact of social transfers on child labour
is mixed, as the observed increase in school attendance
appears to displace child labour only partially.

There is scarce evidence to support the view that
social transfers in developing countries create disin-
centives to work and save. On the contrary, the weight
of the findings from studies in Brazil, Mexico and
South Africa reviewed in section 7.3 suggest that regu-
lar, reliable and adequate transfers facilitate improve-
ments in household resource allocation. These reflect
a reduction in labour supply from children and elderly
household members, and a compensating increase from
adult members. In South Africa detailed studies of the
impact of the social pension on labour supply suggest
that regular transfers lift income and childcare con-
straints, enabling labour migration. As regards sav-
ings and credit constraints, the effects are likely to vary
across programme design. These effects are stronger
amongst rural households with deficits in complemen-
tary “productive” assets, as in the case of Bangladesh’s
programme Challenging the Frontiers of Poverty Re-
duction/Targeting the Ultra Poor or Bolivia’s social
pension. Current research on integrated approaches to
poverty alleviation is expected to identify strategies to
incorporate asset accumulation and employment inter-
ventions into existing programmes.

Social transfers aim to raise and protect house-
hold consumption directly, through regular and pre-
dictable income transfers. A review of knowledge on
outcomes from existing programmes in section 7.4 con-
cludes that transfers make a significant contribution

to reducing poverty. The effects apply across most
programmes and settings. The effects of transfers on
the poverty gap of houscholds in extreme poverty are
stronger. Regular and adequate transfers also help to
protect household consumption against shocks. Among
current programmes, however, these effects are limited
by the fixed levels of transfers. Many programmes have
responded to food, fuel and financial crises by increas-
ing their level of transfers.

Intra-household dynamics are an important factor
in determining the capacity of poor houscholds to
access economic opportunity. The evidence reviewed in
section 7.5 suggests that social transfers are contribut-
ing to boosting women’s bargaining power within the
household, as well as strengthening community and
societal institutions. The findings are not systematic
across programmes and regions, and derive in the main
from qualitative and localised studies.

Social transfers are also linked to reductions in in-
equality in countries such as Brazil, Chile and Mexico.
These aggregate effects are nonetheless contingent on
the macroeconomic and political context. Decisions
about programme design, including delivery and moni-
tory systems, also play an important role in ensuring
the effectiveness of social transfers.

In conclusion, these observations of the effects of
social transfers in developing countries provide a range
of evidence in support of the important role of trans-
fer programmes in reducing poverty and facilitating
growth and development among poor and the poor-
est houscholds. This role is sustained and reinforced by
some important factors: the good design of the social
transfer programmes; the provision of regular, predict-
able and adequate benefits; their effective delivery; the
sustainability of the transfers; their link with comple-
mentary services and policies; and good monitoring.

The growing knowledge base around the direct and
indirect effects of social transfer programmes can guide
policy-makers in strengthening existing programmes
and establishing new ones. Conditions in low-income
countries provide a strong challenge to the expansion of
social protection. The development and adaptation of
knowledge and practice from middle-income countries,
combined with learning from existing pilots, can pro-
vide an effective way forward.
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1)

Geneva, 2-4 September 2009

There is a fundamental right to social security
embodied in several core documents developed
throughout the 20th and 21st centuries, among !

which the following are of particular importance:

a. The Universal Declaration of Human Rights
(1948);

b. The International Covenant on Economic,

Social and Cultural Rights (1966).

The ILO mandate on social security is embodied in:

a. The ILO Constitution (1919) and the Declar-
ation of Philadelphia (1944) annexed thereto;

b. The Resolution and Conclusions of the 89th
Session of the International Labour Conference
on Social Security (2001);

c. The ILO Declaration on Social Justice for a Fair
Globalization (2008);

d. Recovering from the crisis: A Global Jobs Pact

(2009).

There is a clear need for social security in the world.
Individuals and societies benefit from the existence
of social protection. On the one hand, social se-
curity mitigates individual risk and uncertainty,
enabling citizens to take new economic risks and
unfold development. On the other hand, from the
point of view of societies, the existence of social se-
curity generates stability, which promotes growth.
Economic development reinforces social security.
Social security is most effective when integrated in

a wider framework of economic development, edu-
cation, employment, decent work and social pol-
icies. Several country examples vividly document
the fact that social security actually emerged when
the respective societies were comparatively poor,
and the schemes fostered development and growth
throughout the decades after their implementation.

Despite the virtually universal existence of at least
one social security scheme in every country, there
are significant gaps in coverage, be it in developing
or developed countries. While in developing coun-
tries lack of resources and informality in labour
markets are the main obstacles, in developed coun-
tries certain vulnerable groups still need protection.
There are distinct, clearly defined and complemen-
tary roles for contributory social insurance schemes,
tax-financed universal schemes and means-tested
social assistance programmes. There is agreement
on the idea that a combination of contributory and
non-contributory elements in the benefit design of
social protection schemes delivers the most efficient
alternatives. The design and governance of social
security schemes should support the formaliza-
tion of the economy. Unemployment and disability
schemes should provide incentives for the reintegra-
tion of beneficiaries in the labour market whenever

possible.

There are important lessons to be learnt from the
recent international crisis. One lesson is that social
protection schemes should not be seen as a luxury
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or as a burden on society, but that they have per-

formed an extremely important role in alleviating

the consequences of crises, functioning as stabiliz-
ing mechanisms. Another lesson is that the notion
of a “social safety net” even in moments of crisis
does not represent the whole range of functions
social security should perform. It should rather be
seen as a mechanism to strengthen social cohesion
and provide a basis for human, social and economic
development.

The ILO has a strong mandate with regard to the
social protection of all in need and the extension
of coverage. Its foremost tool has been the de-
velopment and implementation of international
labour standards, taking the form of Conventions
and Recommendations, particularly the Income
Security Recommendation, 1944 (No. 67), which
defines the roles of social insurance and social as-
sistance in providing income security to all in need
and the Social Security (Minimum Standards)
Convention, 1952 (No. 102). In addition, the ILO
has developed a broad range of technical assistance
services to countries willing to expand social pro-
tection schemes.

There are six up-to-date Conventions focused on
social security and income security, among which
the flagship is Convention No. 102. The fact that
Brazil, Bulgaria, and Romania have recently de-
cided to ratify Convention No. 102, and that
several further countries are considering its rati-
fication, shows its continuing relevance. The ILO
should intensify its efforts in promoting ratification
and implementation of the main social security-re-
lated Conventions in its work agenda for the forth-
coming years.

There is a consensus on the universal right to and
need of social security. There are a number of ways
on how specifically this universal right and moral
obligation to social security could be achieved. The
decision to implement is taken within the political
sphere, and the concrete steps are made by States,
reflecting local culture and means, as well as a fair
sharing of responsibilities between individuals
and society. Hence the realization of this univer-
sal right has to be designed locally. Social dialogue
among the social partners is a crucial instrument
in this regard. Taking into account the gender di-
mension is also of utmost relevance, as women are

10)

11)

12)

13)

14)

particularly affected by poverty and would espe-
cially benefit from a social protection floor.

The proposal for a two-dimensional strategy has
found large acceptance among the audience. The
conceptual idea would be to develop an extension
strategy for social security coverage in a horizontal
and a vertical dimension.

Horizontal coverage extension means increasing
quantitatively the number of persons covered by
social protection schemes, including those in the
informal economy, through the implementation
and expansion of a set of basic public policies aimed
at delivering basic income security for the working-
age population, basic health-care services for eve-
ryone, child-focused income benefits coordinated
within a policy package with education/health/
labour market and family policies, and basic pen-

sions for the aged and disabled.

Such a set of basic public policies represents a part
of the Social Protection Floor and should be seen
as a first step on a “staircase” towards universaliza-
tion and deepening of coverage. This set is meant
to define a minimum core content, as described in
(10) above, of the human right in relation to the
universality of social protection.

How and in what sequence to achieve the four
elements of the Social Protection Floor must be
designed locally, according to each country’s needs
and capabilities. The fiscal space has to be built
through national policies. Experience from differ-
ent continents has shown that such policies can
be affordable and that different combinations of
instruments might suit better each country’s par-
ticular situation.

A second part of the strategy would be vertical cov-
erage extension, which is very much related to the
implementation of social insurance coverage stand-
ards as defined by the current Conventions and
Recommendations.

Both parts of a strategy — horizontal and vertical cov-
crage extension — can be pursued in parallel and in
synergy. Several countries have recently shown that
coverage extension of formal insurance schemes can
occur in parallel with the implementation of pro-
grammes representing the Social Protection Floor.



15)

Proper health coverage is one of the major concerns

in relation to the catastrophic social risks eventually

faced by workers in the case of illness, the equity of
expenditure and the fiscal stability of social security
in the long run due to the rising cost trend. Country
experience shows that the usual situation is the exist-
ence of parallel systems which have evolved histori-
cally and, from a pragmatic point of view, need to be
coordinated and improved. The capacity of the State
to coordinate and regulate the different actors in-
volved in health-care provision needs to be developed.

16) In the field of health care the approach is very

similar to the other branches of social security al-
ready referred to: probably the best approach to
ensuring benefit entitlements for all is a mix of con-
tributory and non-contributory mechanisms.

17) Additionally, technical support, research and ad-

18)

19)

vocacy are required for the development of social
health-care protection and its quality. To that end,
the ILO is encouraged to sustain its existing co-
operation on health care with other UN and
non-UN agencies specialized in the field of health

policies and provision.

The recent international crisis has once again
proved the importance of unemployment insurance
schemes. Since several countries still lack schemes
to protect the unemployed, such policies need to

be introduced and strengthened. The experience of E

India shows that non-traditional responses to un-
employment in the informal economy can be suc-
cessfully implemented. Additionally, within the
countries which already operate unemployment
benefit schemes, the main concerns are to extend
coverage, as well as to build a link of unemploy-
ment protection systems with activation policies.

In recent years, family benefits have been an im-
portant mechanism to avoid poverty among fami-
lies with children, a group which still suffers from
high poverty rates. Hence, their inclusion in a basic
policy package aimed at establishing the Social Pro-
tection Floor becomes more relevant. Special at-
tention should be given to the linkage of family
benefits with the delivery of quality social services
such as education and health.

20) The evidence from the implementation and opera-

tion of cash transfer programmes — conditional or

21)

Annex |

not — in several countries has proved them to be
an important instrument in alleviating poverty,
encouraging access to social services (e.g. educa-
tion) and broadening the long-term development
opportunities for the poorest populations. The pos-
sibility of tying cash transfer programmes to other
policy packages helps people to break the intergen-
erational transmission of poverty and possibly gain
access to formal schemes of social protection.

The effective operation of such cash transfer pro-
grammes as Bolsa Familia in Brazil and Oportu-
nidades in Mexico requires institutional capacity,
which needs investments in knowledge and build-
ing administrative channels at national and local
levels. Country experience shows that their costs,
under mature large-scale operation, at around
0.5 per cent of GDP, seem to be in the affordable
range.

22) Pension debate had been focused on important

technical issues, such as financing methods or ad-
ministration structures. Different methods of fi-
nancing pension schemes were discussed. However,
from a pragmatic point of view, the outcomes are
actually the most important, e.g. coverage of work-
ers, coverage of potential beneficiaries, and the
appropriate level of benefits. The extension of cover-
age in this regard might be done by means of social
assistance or basic pensions, means-tested or uni-
versal, which are tax-financed. These schemes are
particularly beneficial for the disabled and the aged
poor, who are not able to maintain a record of con-
tributions to social insurance. Country examples
also show that there is a potential to increase the
coverage of contributory schemes in parallel with
the introduction of social assistance and universal
basic schemes.

23) Worldwide figures and experience shows that

basic social security benefits are affordable in most
countries, even if their introduction may have to
be phased in progressively over a number of years.
There is a political discretion range for decision as
to the proportion of fiscal spending which is al-
located to social protection programmes. Besides
that, several other options to create financial space
for social programmes are available, among them
fiscal reform, increasing progressiveness in tax
structures and administrative steps to fight tax eva-
sion and waste.
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24) As schemes mature and populations age within the

25)

demographic transition, special attention should be
given to the long-term stability and the mix of fi-
nancing methods of more developed social security
benefit systems, so as not to undermine the pro-
spects for employment of future generations and
economic development.

Employers have stated that employment and em-
ployability are important elements for the devel-
opment of social protection and their financing.
Government speakers pointed out that a basic
social protection floor contributes to a sustaina-
ble economic development, and should be seen as
social investment and as a positive factor for com-
petitiveness. The Workers concluded that, based
on the rich experience shown during the meeting,
a social protection floor is feasible and can strongly
enhance economic and social development.

26) Workers and a number of Governments made the
case for the creation of an international labour
standard on the Social Protection Floor, since cur-
rent existing instruments have been developed
within a specific historical context of World War
IT and its aftermath. They are focused on stand-
ards relating to social insurance schemes, and an
instrument on social assistance programmes is still
lacking. The Employers expressed a preference for
a non-binding mechanism, given that for them a
pragmatic approach based on best practices would
be the most efhicient mechanism to achieve the goal
of extending coverage of social security.

I express my personal conviction that these conclusions

will contribute to the implementation of the Global

Jobs Pact, the Declaration on Social Justice for a Fair

Globalization, and the advancement of the Decent
Work Agenda.

Carlos Eduardo Gabas

Geneva, 4 September 2009
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The terms social protection and social security are used in
various and not always consistent ways, differing widely
across countries, international organizations, and also
across time. It is not the purpose of this annex to assert
any universal definitions; it is rather simply to clarify
terms and concepts as they are used in this report and
other ILO documents.

The notion of social security adopted here covers all
measures providing benefits, whether in cash or in kind,
to secure protection, inter alia, from

(a) lack of work-related income (or insufficient income)
caused by sickness, disability, maternity, employ-

ment injury, unemployment, old age, or death of a

family member;
(b) lack of access or unaffordable access to health care;

(c) insufficient family support, particularly for children
and adult dependants;

(d) general poverty and social exclusion.

Social security thus has two main (functional) di-
mensions, namely “income security” and “availability
of medical care”, which are identified specifically in
the ILO Income Security Recommendation, 1944
(No. 67) and the Medical Care Recommendation, 1944

(No. 69), respectively, as “essential elements of social se-
curity”. These Recommendations envisage that, firstly,
“income security schemes should relieve want and pre-
vent destitution by restoring, up to a reasonable level,
income which is lost by reason of inability to work (in-
cluding old age) or to obtain remunerative work or by
reason of the death of the breadwinner” (No. 67, Guid-
ing principles, Paragraph 1). Secondly, “a medical care
service should meet the needs of the individual for care
by members of the medical and allied professions” and
that the “medical care services should cover all members
of the community” (No. 69, Paragraphs 1 and 8). This
duality is also reflected in the formulation of the Dec-
laration of Philadelphia which speaks of “social security
measures to provide a basic income to all in need of
such protection and comprehensive medical care”.
Access to social security is, in its essential nature, a
public responsibility, and is typically provided through
public institutions, financed cither from contributions
or taxes. However, the delivery of social security can
be and often is mandated to private entities. Moreover,
there exist many privately run institutions (of insur-
ance, self-help, community-based or of a mutual char-
acter) which can assume a number of roles in social
security, and important modalities of income security,
including in particular occupational pension schemes,
which complement and may substitute in considerable
measure for elements of public social security schemes.
Entitlements to social security are conditional either
on the payment of social security contributions for pre-
scribed periods (i.e. contributory schemes, most often
structured as social insurance arrangements) or on a
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requirement, sometimes described as “residency”, under
which benefits are provided to all residents of the coun-
try who also meet certain other criteria (i.e. zon-con-
tributory schemes). Such other criteria may make benefit
entitlements conditional on age, health, labour market,
income or other determinants of social or economic
status and/or even conformity to certain forms of be-
haviour. Means-tested social assistance is a special case
envisaged under the provisions of Recommendation
No. 67 concerning income security.

What distinguishes social security from other social
arrangements is that: (1) benefits are provided to benefi-
ciaries without any simultaneous reciprocal obligation
(thus it does not, for example, represent remuneration
for work or other services delivered); and (2) that it is
not based on an individual agreement between the pro-
tected person and provider (as, for example, a life insur-
ance contract) but that the agreement applies to a wider
group of people and so has a collective character.

Depending on the category of applicable conditions,

a distinction is also made between non-means-tested

schemes (where the conditions of benefit entitlement
are not related to the total level of income or wealth of
the beneficiary and his family) and means-tested schemes
(where entitlement is granted only to those with income
or wealth below a prescribed threshold).

A special category of “conditional” schemes includes
those which, in addition to other conditions, require
beneficiaries (and/or their relatives or families) to par-
ticipate in prescribed public programmes (for example,
specified health or educational programmes). In recent
years, schemes of this type have become known as con-
ditional cash transfer (CCT) schemes.

The “branches” (or functions) of social security
as defined in Convention No. 102 include protec-
tion in case of sickness (medical care and income sup-
port), disability (medical care, rehabilitation, income
support, long-term care), maternity (medical care
and income support), employment injury (medical
care, rehabilitation, income support), unemployment
(income support, active labour market policies), old
age (income support, long-term care), or death of a
family member (income support). Countries aiming,
however, to provide the broadest support to citizens
would typically add to their portfolio of social pro-
vision functions including income support to secure
housing and income support in case of general poverty
and social exclusion.

The term social protection is used in institutions across
the world with an even wider variety of meanings than
social security. It is often interpreted as having a broader
character than social security (including, in particular,
protection provided between members of the family
or members of a local community),1 but is also used
in some contexts with a narrower meaning than social
security (understood as comprising only measures ad-
dressed to the poorest, most vulnerable or excluded
members of society). Thus, in many contexts the termi-
nology “social security” and “social protection” may be
largely interchangeable, and the ILO (following the Eu-
ropean tradition) certainly uses both in discourse with
its constituents and the provision of relevant advice to
them.”

In this report, accordingly, reference is made to
“social protection” as having the following aspects: (1)
as “protection” provided by social security in case of
social risks and needs; (2) in relation to the Social Pro-
tection Floor as envisaged by the family of UN agen-
cies® to include not only social (security) transfers, but
also access to a range of basic social services.

All social security benefits comprise zransfers, cither in
cash or in kind, i.e. they represent a transfer of income
or services (most often health-care services). This trans-
fer may be from the active to the old, the healthy to
the sick, or the affluent to the poor, among others.
The recipients of such transfers may be in a position
to receive them from a specific social security scheme
because they have contributed to such a scheme (con-
tributory scheme), or because they are residents (univer-
sal schemes for all residents), or they fulfil specific age
criteria (categorical schemes), or they experience specific
resource conditions (social assistance schemes) or because
they fulfil several of these conditions at the same time.
In addition, it is a requirement in some schemes that

! This usage was reflected in ILO, 2000: World Labour Report
2000: Income security and social protection in a changing world (Geneva).

* It may be noted, however, that the ILO does use the institutional
title “Social Protection Sector” which comprises a wider range of pro-
grammes than social security: the Sector deals with issues including
safety at work, labour migration, and other aspects of working conditions
such as hours of work, wages and others.

* See deliberations of the United Nations System Chief Executives
Board for Coordination (CEB), Paris, April 2009 (CEB/2009/1).



beneficiaries accomplish specific tasks (employment
guarantee schemes, public works) or that they adopt
specific behaviours (as in CCTs). In any given country,
several schemes of different types generally co-exist and
may provide benefits for similar contingencies to differ-
ent population groups. The more specific characteristics
of these different schemes are outlined below.

In contributory schemes the contributions made by
beneficiaries directly determine entitlement to benefits
(acquired rights). The most common form of contribu-
tory scheme is of a statutory social insurance scheme
for formal wage employment and, in some countries,
for the self-employed. Other common types of con-
tributory scheme include national provident funds
that usually pay a lump sum to beneficiaries when par-
ticular contingencies occur (typically old age, invalidity
or death). In the case of social insurance schemes for
those in wage or salary employment, contributions are

usually paid by both employees and employers (by and

large, employment injury schemes are fully financed

by employers). Contributory schemes can be wholly
financed through contributions but often are partly fi-
nanced from tax or other sources, either in the form of
a subsidy to cover the deficit, or in the form of a general
subsidy supplanting contributions altogether, or sub-
sidizing only specific groups of contributors or benefi-
ciaries (those not contributing because they are caring
for children, studying, in military service, unemployed,
or have too low a level of income to fully contribute,
or receive benefits below the minimum because of low
contributions in the past).

Insurance schemes, in the context of social security,
refer to schemes that guarantee protection through an
insurance mechanism. Insurance is based on: (1) the
prior payment of premiums or contributions, i.e. before
the occurrence of the insured contingency; (2) risk shar-
ing or “pooling”; and (3) the notion of a guarantee. The
premiums paid by (or for) insured persons are pooled
together and the resulting fund is used to cover the ex-
penses exclusively incurred by those persons affected
by the occurrence of the relevant (clearly defined) con-
tingency or contingencies. It is common that contribu-
tory schemes make use of an insurance vehicle (usually
social insurance), but the reverse is not necessarily true

(national provident funds, for example, do not generally g

feature risk-pooling). It should be noted that social in-
surance is distinguished in strict technical terms in that
the risk-pooling is based on the principle of solidarity,
as against insurance arrangements of a more familiar,
commercial type, based on individually-calculated risk
premiums.
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Many social security schemes of the contribu-
tory type are presented and described as “insurance”
schemes (usually “social insurance schemes”), despite
being in actual fact of mixed character, with some non-
contributory elements in entitlements to benefits; this
allows for a more equitable distribution of benefits, par-
ticularly for those with low incomes, short or broken
work careers, among others. These non-contributory
clements take various forms, being financed either by
other contributors (redistribution within the scheme)
or by the State.

Conversely, non-contributory schemes or social as-
sistance schemes normally require no direct contribu-
tion from beneficiaries or their employers as a condition
of entitlement to receive relevant benefits. Non-con-
tributory schemes include a broad range of schemes in-
cluding universal schemes for all residents and some
categorical schemes or means-tested schemes. Non-con-
tributory schemes are usually financed through tax or
other state revenues.

Universal schemes for all residents provide benefits
under the single condition of residence. Such schemes
are mostly put in place to guarantee access to health
care. They are generally tax-financed, but may require a
co-payment by users of health services; sometimes with
exemption for the poorest (typically the latter may re-
ceive vouchers).

Categorical schemes target specific groups (cat-
egories) of the population. The most frequent forms
of categorical schemes are those that transfer income
to the elderly above a certain age or children below a
certain age. Some categorical schemes also target house-
holds with specific structures (one-parent houscholds,
for example) or occupational groups such as rural work-
ers. Categorical schemes may also be grouped as uni-
versal if they cover all residents belonging to a certain
category, or include resource conditions (as in social as-
sistance schemes). They may also include other types of
conditions such as performing or accomplishing certain
tasks. Most categorical schemes are tax-financed.

Means-tested schemes target people whose means
(usually their assets and income) fall under a certain
threshold. Such targeted schemes are very diverse in
their design and features. This diversity may manifest
itself through the methods of targeting that are em-
ployed, the supplementary conditions required for ben-
eficiaries to access benefits and the inclusion of other
interventions that are delivered on top of the actual
income transfer itself.

Conditional cash transfers (CCTs) are social assis-
tance schemes that provide cash to families subject to
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the condition that they fulfil specific “behavioural”
requirements. This may mean they must ensure their
children attend school regularly (typically 85-90 per
cent attendance) or that they utilize basic preventative
nutrition and health-care services; CCTs are usually
means-tested.

Employment guarantee schemes ensure access to a
certain number of workdays a year to poor houscholds,
generally providing wages at a relatively low level (typ-
ically at the minimum wage level if this is adequately

defined). Such programmes generally take the form of

“public works” activity.

Social security schemes, programmes and measures
should be seen as a distinct body of rules and, therefore,
characterized by at least a certain degree of “formal-
ity”, supported by one or more social security institu-
tions governing the provision of social security benefits
and their financing, It should, in general, be possible to
draw up a separate account of receipts and expenditure
for each social security scheme. It is often the case that
a social security scheme provides protection against a
single risk or need, and covers a single specific group of
beneficiaries. Typically, however, one institution will
administer more than one benefit scheme.

All the social security schemes and institutions in
the country are inevitably interlinked and complemen-
tary in their objectives, functions and financing, and
thus form a national social security system. For reasons
of effectiveness and efficiency (and the ILO will always
recommend this to its constituents), it is essential that
there is a close coordination within the system, and
that — not least for coordination and planning pur-
poses — the receipts and expenditure accounts of all the

schemes are compiled into one social security budget of
the country so that its future expenditure and financing !

of the schemes comprising the social security system are
planned in an integrated way.

Contingencies are events that might or might not occur
(having an accident or winning the lottery, for exam-

ple). Risks are contingencies that are perceived as having

a negative or detrimental effect on individuals, groups
or societies — or even more complex entities, such as the
environment. Risks, in this sense, include a broad range
and variety of contingencies such as flood, earthquake,

* The text of this sub-section draws on Cichon et al., 2004.

conflict, loss of job, the death of an income-carning
household member or chronic illness.

An individual (or group) is exposed to a risk if a
certain event can occur and affect that individual. An
example might be living in an environment where a cer-
tain illness can be contracted. An individual who moves
to a country where that particular illness does not exist
is no longer exposed. The individual (or group) is vu/-
nerable to a certain risk if they have no means of coping
with the consequences of that risk once it has occurred:
for example, not being able to afford medical care that
would help to restore health. Those who are vulnerable
to a certain risk are in need of a protection mechanism
that reduces their vulnerability. Social security reduces
vulnerability to the financial consequences of certain
risks if and when they materialize — that is, it provides
security or reduces insecurity. While steps may be taken
where possible to avoid accidents or illness, the direct
contribution of social security to reducing exposure to
risks is necessarily limited.

Not all risks are unforeseeable and beyond control.
For example, the probability of contracting a certain ill-
ness can be reduced by health-conscious behaviour, the
risk of unemployment by moving to a region where the
individual’s skills are in greater demand, and the fam-
ily’s exposure by sending them out of a country that
is beset by political unrest or poor health conditions.
This is risk reduction, avoidance or prevention. The pay-
ment of insurance contributions that guarantee enti-
tlement to a cash benefit should a certain contingency
occur helps to mitigate the relevant risk. Social assis-
tance benefits provided in case of poverty are regarded
as a means of coping with the risk (although the degree
of coping is clearly reflected in the adequacy or other-
wise of the benefits). The whole portfolio of strategies
and arrangements ranging from risk reduction, avoid-
ance or prevention to risk mitigation and risk coping is
called risk management.



The Global Extension

of Social Security (GESS)
Internet Platform

Il the information presented in Part II of the

Guide is available and regularly updated in the
Global Extension of Social Security (GESS) Internet
Platform — http://www.socialsecurityextension.org.
The GESS Platform collects information and know-
ledge on social security organized by different entry
points. Users can:

® access information about policy areas such as
health or old age, policy instruments, target groups,
and tools/models for extending social security or
statistics;

® find direct links to key services such as financial
and actuarial services, legal services and training
services;

® consult information organized according to coun-
try or regional activities. This section allows users to
access firsthand information and experience direct
contact with specialists in the regions and countries
of their interest.

Further information on the effects of non-contributory
social transfers is available on the GESS space “Social
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Transfers Impacts”. This space presents worldwide evi-
dence on the poverty and developmental impacts of
different social transfer programmes such as social pen-
sions, conditional cash transfers and employment guar-
antee schemes.

The Social Transfers Impacts space makes the rel-
evant documents available for download. These infor-
mation resources are continually evolving and include,
notably:

® 1 comprehensive matrix with evidence on the effects
of different social transfer programmes around the
world. The evidence presented results from a desk
review and is extracted directly from the literature

analysed. It can be searched using different criteria
such as type of impact or country;

® the snapshot of a significant number of social trans-
fer programmes around the world presenting key in-
formation on them;

® an extensive list of bibliographic references on the
social transfer domain.

GESS gives access to updated social security statis-
tical resources from both ILO and non-ILO databases
through the “statistics” thematic page and the related
workspaces.
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ocial security represents an investment in a country’s “human
infrastructure” no less important than investments in its physical infrastructure.
At an early stage of economic development the priority is, of course, to put in
place a basic level of provision; the evidence adduced in this Guide points to its
affordability for, essentially, every country. While this message lies at the heart
of the Guide, it is important to keep in mind that, at a later stage, the basic level
can and should be augmented, and the ILO’s long-standing approach to social

security offers the framework to do so.

While the financial, fiscal and economic affordability and sustainability of social
protection systems has become — rightly or wrongly — a major concern for
countries at all stages of economic development, the Guide provides testimony
showing that some level of social security can be afforded even at early stages of
national development. Social security systems remain affordable moreover when
economies mature and populations age. Hence, a country’s national investment
in social security can be well justified, whether or not an extensive social security

system has already been developed.
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