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Foreword and acknowledgements

In recent years ILO work on social security hasnbeenducted within the framework of
the Global Campaign on Social Security and CoverfageAll, as mandated by the
International Labour Conference of 2001 and lauddieemally in 2003. The Campaign
focuses on the fact that there still remain manyntes in the world where social security
coverage is low or very low, particularly amonggaavith low- and middle-income levels.
The ILO believes that the best strategy for pragieountries which have yet to develop
comprehensive programmes of social security igHfese countries to put in place a set of
basic and modest social security guarantees foreaitlents as soon as possible, while
planning to move towards higher levels of coveragetheir economies develop, as
envisaged in both the Social Security (Minimum 8tads) Convention, 1952 (No. 102)
and more recent standards prescribing higher ledfedocial security provision related to
the various contingencies.

Most recently, and in the context of the ongoingbgll economic crisis, the UN Chief
Executives Board for Coordination (CEB), supporisdits High Level Committee on
Programmes (HLCP), and as one of its joint crisisiatives, has committed itself to
promoting the concept ofsocial protection floarThis is conceived as having, essentially,
two broad components, one concerned with the pmvisf services (such as health care
and education) and one with the provision of incamgport through social transfers. The
ILO and the World Health Organization (WHO), withetsupport of the United Nations
Department of Economic and Social Affairs (UN-DESAphd the United Nations
Children’s Fund (UNICEF), are leading the effohrdugh the building of a coalition of
international agencies and donors, to enable desnto plan and implement sustainable
social transfer schemes on the basis of the sp&dction floor concept.

Against the background of these two themes in @ddi, as well as a sharpening focus
amongst a broad range of stakeholders on the fabeaal security — or, more broadly,
social protection — in combating otherwise intrtgapoverty, the ILO convened a
Tripartite Meeting of Experts on the Extension afcfal Security Coverage, which was
held in Geneva in September 2009. The three dorxesodormal participants in the
meeting brought a very considerable breadth ofessprtation and experience to the
discussions, and together with a vibrant group lifeovers ensured that the subject was
explored both widely and in depth. The meeting theived to provide both a searching
examination of the ILO’s approach to the extensbbrsocial security coverage and a
valuable indication of the ways in which to go fand in the immediate and longer-term
future.

Accordingly, we have thought it valuable to brirggéther, firstly the major part of the

reference materials which were prepared in advaricihe meeting, and secondly the
conclusions set forth by the Chairperson at the anithe meeting. In addition, we have
taken the opportunity provided by the compilatibg,the Social Security Department of
the ILO, of a compendium of the effects of non-citmitory social transfers in developing

countries, to include here the text of the overvighis comprises an analytical synthesis
of recent experiences around the world by way demsion of coverage, generally

designed to combat extreme poverty, which are &bdlin detail; the accompanying text
has been prepared by Professor Armando Barriefitbe dJniversity of Manchester.

This set of materials goes far, then, to repregenturrent state of knowledge as regards
the extension of coverage, and justifies, we fibel title Extending social security to all: A
guide through challenges and optioms simply “the Guide”. The document is naturally
being made available to the widest possible audighmugh the medium of the GESS
knowledge-sharing platform maintained by the So8edurity Department of the ILO, and
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we trust will prove to be as valuable a referemcthé global community of social security
stakeholders and practitioners as to ourselves.

This Guide has been compiled from the contributiohsmany individuals, either in
preparing inputs to the Tripartite Meeting of Expesf September 2009, or who attended
the Meeting as delegates or observers. Naturallg, dtaff of the Social Security
Department of the ILO have been deeply involvedhis work, and | would like to
highlight the work of the team which has produdesiGompendiumbut | wish to thank in
particular the participants in the Tripartite Meegtiof Experts, listed in Annex 2 to this
publication, whose active and sharply-focused disicuns were essential to its success.

Michael Cichon
Director
Social Security Department
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Introduction

The financial, fiscal and economic affordabilitydasustainability of social protection

systems has become - rightly or wrongly — a magmcern for countries at all stages of
economic development. This Guide provides evidestumving both that some level of

social security can be afforded at early stagesational development; and that social
security systems remain affordable even when ecmswomature and populations age —
and hence, a country’s national investment in $@eeurity can be well justified, whether

or not an extensive social security system has@jréeen developed.

Social security represents an investment in a cggnthuman infrastructure” no less
important than investments in its physical infrasture. At an early stage of economic
development the priority is, of course, to put lace a basic level of infrastructure; the
evidence adduced here points to its affordabibty &ssentially, every country. While this
message lies at the heart of this Guide, it is itigmd to keep in mind that, at a later stage,
the basic level can and should be augmented, andLtd's long-standing approach to
social security offers the framework to do so. €higlence shows that, almost everywhere,
something can be done.

The most dramatic advance in social security caeraorldwide is presently being

achieved by social transfer schemes. During ndtiand global economic crises, social
transfers perform an important role as combinedas@nd economic stabilizers. The
provision of social protection benefits paid to mnpdoyed workers and other vulnerable
recipients not only helps to prevent individualsl dheir families from falling into deep

poverty, but equally to limit the fall in aggregatemand, so limiting the potential depth of
recession and opening the way to recovery.

The rapid extension or introduction of social tfans offers one of the most powerful

tools to limit the social fall-out from the glob@hancial crisis that began in 2008, and to
stabilize aggregate domestic demand. It is widetpgnized that the labour market effects
of the crisis, and hence many of the social problernggered, are likely to outlast the

actual economic downturn by a number of years. UNesystem as a whole and many of
its agencies have, accordingly, been active insiteyicoping mechanisms.

The concept of @ocial protection floorwas warmly endorsed by the Global Jobs Pact
adopted by the International Labour ConferenceuineJ2009. Within this framework,
countries that do not yet have extensive socialrégcare requested to build “adequate
social protection for all, drawing on a basic sbgeotection floor including: access to
health care, income security for the elderly andqas with disabilities, child benefits and
income security combined with public employmentrgméee schemes for the unemployed
and the working poor”. It is urged that “the intational community . . . provide
development assistance, including budgetary suptmhuild up a basic social protection
floor on a national basis”. It was envisaged, adicgly, that the Tripartite Meeting of
Experts convened by the ILO in September 2009 weoldribute to that endeavour by
helping to define the social security contentshaf social protection floor and map out
ways and means to implement it at the nationallldweaddition, the basis would be
strengthened for donor agencies to help counteéisng up national policy development
and implementation processes. The Tripartite MgetihExperts thus represented one of
the first initiatives by way of follow-up to the @dal Jobs Pact.

The agenda of the meeting was set as follows:
— to examine recent trends and developments oousfpolicies aimed at extending

social security coverage and building universalmprmehensive and fiscally
sustainable social security systems;
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— to analyse options for the extension of socialsgy coverage to all along the lines
outlined in the ILO’s Constitution and relevant isbcsecurity Conventions for
countries with different economic and social coodi to serve as a basis for the
design of appropriate policies within the framewofkhe Global Campaign; and

— to identify strategies to promote a set of basicial security guarantees that will
provide the basis for the gradual move to reachédri¢gvels of protection, which will
represent a major contribution to the achievemérthe Millennium Development
Goals, the fulfilment of the commitment of the QOmgation to “the extension of
social security to all” as renewed in the Declamaton Social Justice for a Fair
Globalization, and the strengthening of the Gldbampaign on Social Security and
Coverage for All mandated by the International Lab@onference of 2001.

The Office prepared a background document withabjective of assisting the debate
during the meeting and facilitating as far as guesihe sharing amongst the participants
of a common set of broad objectives.

The present document, forming a “Guide” to the I&Qip-to-date approach to social
security policy development, has been compiled elgrgfrom the materials and
deliberations of the Tripartite Meeting of Expetitsincludes, essentially, the contents of
the background paper prepared for the meetingthegevith the Chairperson’s summary
as formulated at the closing of the meeting. Ittasmajor parts:

= Part | sets out the development of a paradigmhereixtension of social protection
on the basis of an analysis of existing needs,tiegiold and new coverage
patterns and the internationally recognized rightsocial security. Chapter 1
begins by taking stock of the global situation regay social protection. It looks
at the need for social protection as seen fronouarperspectives and in various
social and demographic contexts; this is followgdabsummary of a range of
international instruments either concerned direatith or referring to aspects of
social security. Chapter 2 develops principles argblicy paradigm for national
coverage extension strategies and Chapter 3 desaedisting and emerging new
strategies. Chapter 4 provides a brief summaryopfcal policy concerns and
points to the conclusions which may be drawn, efeather tentatively from the
guestions framing the discussions at the Meetirgxplerts.

= Part Il provides the evidence and information Hasehe policy considerations in
Part I. It includes a statistical analysis of thkesting global coverage gap (Chapter
5), and describes a wide range of recent countpemance with alternative
methods of closing the global coverage gap (Ch&)tefo the material gathered
for the meeting itself, the present document addaralysis (Chapter 7), in the
form of a synthesis drawn from a new publicationtloé ILO Social Security
Department entitlecEffects of non-contributory social transfers in eleping
countries: A compendiunThis analysis is derived from the overview writtiey
Professor Armando Barrientb$or the Compendium and looks at the wider direct
and indirect impacts attributed to the growing nemlaround the world of
significant and well-established national prograramef cash, or “social”,
transfers.

Three Annexes are included. The first of these satthe Chairperson’s Summary of the
Proceedings of the Tripartite Meeting of Expertein@x Il lists the participants in that

! Professor and Research Director, Brooks World Rpwvimstitute, University of Manchester,
United Kingdom.
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meeting. Annex Il comprises a brief note to clards far as possible the technical
terminology used in this document, particularlyPiart I.
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1. Needs, rights and a promise unfulfilled

1.1 Needs

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

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

For poor people, dealing successfully with the gitlkey face is often a matter of life or
death. However, risks affect not only the existompr; they can also plunge the non-poor
into poverty. Specifically, the World Health Orgaaiion (WHO) estimates that each year
100 million people fall into poverty as a resulttbe financial burden of health-related
risks or the need to pay for health-care serviGeasr(n et al., 2005).

The following sections illustrate the diversity mfotection needs and examine the role of
income security and access to health care asttwaieet these needs.

1.1.1 Diversity of circumstances

Whilst everybody has protection needs resultingnfrthe risks and insecurity they
experience, it is important to remain mindful oéithdiversity. The notion of the “most
vulnerable” as those “most at risk” is a usefuirtdo advance the argument that there is a
need for better protection for those belonginghis group. However, it is important to
acknowledge that these terms are a little reductivel hide the heterogeneity of the
individuals and households they attempt to desckitighin those social groups described
as the “most vulnerable”, there is a wide rangditéérent population characteristics. This

% The recent food crisis (2008) has threatened reaormmic stability and overall growth, which

has resulted in further hardship for the 800 milljpeople who were already affected by chronic
hunger (FAO, 2008), and whose ranks are likely ¢oskvollen by another 100 million people

according to the World Bank as a further resultof Bank, 2008).
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(i)

The

results in diverse protection needs which cannosdiesfactorily addressed in a uniform
manner. It is, of course, impossible here to discals the needs of all groups, but the
diversity that exists can be illustrated througmeaoncrete examples. Three groups have
been chosen to demonstrate this: (i) the chrogigadlor (as an income-level group);
(i) agricultural workers (as an occupational grpufi) children and the elderly (as two
age groups). Many people belong to the three greimasltaneously: they can be elderly,
still work in agriculture and extremely poor.

chronically poor

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

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

The situation of the poor regarding health risks igroblem of particular concern. Low-
income groups generally face higher levels of eMposo health risks, mainly as a result
of poor-quality housing and sanitation, bad nwnti poor access to clean water, and
working in hazardous jobs. They generally face achmhbigher risk of suffering from
psychosocial health problems because they live wamdk under high levels of
environmental stress, arising for example from on@wding and economic insecurity.
They also have to face the stress caused by ratiigh levels of ill health and injury,
and of infant death within their households. Thap teast afford the resulting direct and
indirect costs, including opportunity costs, whdrey must pay for treatment and
medication. For these and other reasbtiwir effective access to health care is oftery ver
limited. According to the World Health OrganizatigiVHO), the difference in the
coverage ga, measured in 58 developing countries, between twest and best-off
quintiles is 33.9 per cent for maternal and nedrzatee (which includes antenatal care and
the presence of a skilled attendant at delivery)ndia and the Philippines, the wealthiest
groups are three times more likely to receive taae the poorest (WHO, 2008a).

Typically occupying the lowest income categorid® ¢hronically poor(see below) are
particularly vulnerable to risks. Their numbers estimated to lie in the range 320-443
million people, according to the Chronic Povertysarch Centre (CPRC, 2008, p. 9).
Several groups may be identified who tend to bprdjzortionately represented among the
chronically poor: indigenous people, nomadic anches@aste groups, bonded labourers,
casual workers, rural workers, women, children, éhderly, widows and households
headed by older or disabled people.

% Negative indicators of access to health care, sscliving in rural areas, having a low level of
education, or belonging to a group suffering dis@mation, are more frequent among the poor.

* Coverage is defined by WHO as the percentage @flpaeceiving a specific intervention among
those who need it. The coverage gap representgagregate index of the difference between
observed and “ideal” or universal coverage (in fouervention areas: family planning, maternal
and neonatal care, immunization, and treatmenic&fchildren).
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The notion of the “chronically poor” refers to tleos/ho spend an extended duration in
poverty. This is not the case for the majority lo¢ fpoor, as demonstrated in table 1.1
below, which draws on several studies undertakevaiious countries. This table shows
the dynamic and fluctuating nature of poverty.Hows how large numbers of people are
“sometimes poor” compared to “always poor” in aegivperiod of time. This means that
people can be poor, escape poverty and becomeaanand likewise, large numbers can
be non-poor and then fall into poverty for a whiotest of reasons.

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
Céte d'lvoire 1987-88 25.0 22.0 53.0
Ethiopia 1994-97 24.8 30.1 451
India 1975/76-1983/84 21.9 65.9 12.4
Indonesia 1997-98 8.6 19.8 71.6
Pakistan 1986-91 3.0 55.3 4.7
Russian Federation 1992-93 12.6 30.2 57.2
South Africa 1993-98 22.7 315 458
Viet Nam 1992/93-1997/98 28.7 321 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.

The condition of permanent, or chronic, povertydteto be related to a set of common
characteristics among the chronically poor: theseigs experience high insecurity (i.e.
insecure environments, no assets or entitlemetitgy often havedimited citizenship
where they lack a meaningful political voice oripchl representation; they are subject to
a spatial disadvantage that they live in remote areas where thereoi#tipal exclusion
and weak economic integration, or in areas lackingnportant resources, all of which
limits their social mobility; and they face form$ social domination- chronically poor
people are often subject to social relations of gpyatronage and competition that can
trap them in exploitative relationships or denynthaccess to goods and public services
(adapted from CPRC, 2008, p. 1).

The availability of employment opportunities foretkshronically poor is severely limited
due to mismatches between the pattern of oppoksratvailable and the complex set of
constraints they face. It is now widely acceptedt thainstream development approaches,
especially microfinance, skills development, theorpotion of cooperatives, micro-
insurance schemes or access to basic social sefeigely bypass the chronically poor.
This is usually because they are engaged in dailyival activities, requiring them to
respond to their immediate needs, so that they hawxope, nor are they in a position, to
engage in activities not providing immediate returor whose returns are seen as
uncertain. Guaranteeing a basic means of inconemdare a decent standard of living, at
least over some minimum time span, appears in rogoymstances to be a key condition
for enabling them to make the investment requiedid¢velop their capabilities, access
productive opportunities and escape poverty instasnable way.

(i) Agricultural workers

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

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

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

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

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

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

Agriculture is one of the three most hazardous vwsmétors. The ILO (2008a) estimates
that up to 170,000 agricultural workers are kilmgery year. Work is arduous, hours are
long and people are exposed to a wide range of rigkluding difficult climatic

conditions. Millions of agricultural workers arereeisly injured in workplace accidents by
agricultural machinery or poisoned by pesticided atfier agrochemicals. It is likely that a
typical poor agricultural labourer will have receily at best, only a very rudimentary level
of vocational training, and this intensifies thekriof invalidity or physical injury, which
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can be especially serious for such workers andeowar, represents a serious impediment
undermining any attempt they might make to movenfitbe agricultural sector to a less
physically demanding sector.

Poor rural areas, where the great majority of fasnamd farm workers live, are in general
characterized by a higher incidence of diseasecanitonmental hazards than urban areas.
Infectious diseases with high prevalence in rurads include tetanus and tuberculosis, as
well as parasitic infections carried by water @ects, such as malaria. At the same time,
rural areas often suffer from a lack of health mew. Hospitals and health centres are few
and far between, often short of both staff and Begpf drugs. Thus, the WHO notes that
“in countries of all income levels the proportioh leealth professionals living in urban
areas exceeds the proportion of the general populédund there” (WHO, 2006). And,
where services are thinly scattered, the difficafyaccess is exacerbated by the cost, in
terms of cash to pay for transport and/or time nake reach health centres. Gender
inequality is especially apparent in the health@eio rural areas, resulting in particularly
poor maternal health.

As the above illustrates, the sources of vulneitgldibr small farms and farm workers are

multiple. Providing income security and access éalthh care through social security

provision could help a great deal, as the availabidence shows (see Chapter 6 of this
document for some notable examples). These prowswill engender better and more

sustainable results if implemented on an integréi@sis with additional developmental

interventions. Given the diversity of contexts ardups, there is no single prescription
but, in most cases and in addition to social sgcprovision, the aim should be to enhance
production and opportunities (for example, secudrgess to productive factors such as
land, water and credit, and introducing more prasaccrop varieties), to improve access
to basic social services, upgrade working condstiaand strengthen rights, political and

“voice” representation.

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

Risks and vulnerabilities differ throughout the zmiof life, and here it is worthwhile to
consider the risks which can be identified as djetti different stages of the life cycle. As
Bonilla Garcia and Gruat have suggested, for thipgse it is useful to divide the human
life span into “the prenatal period; infancy; clhitibd; adolescence and youth; adulthood
(working life); and older age” (Bonilla Garcia a@duat, 2003, p. 5). This sub-section will
focus on two particularly vulnerable groups in lifiecycle: children and the elderly.

Bonilla Garcia and Gruat observe that the degreexpbsure to risks and the ability to
cope with them vary greatly from one stage of tdeanother. To state the obvious, the
most basic risk, that of death, will sooner or ldtecome a certainty. Along with the
process of ageing comes another risk, that ofdbe of health due to temporary illness or
permanent disability that will become, in due ceumnd in effect, almost certain.
Likewise, it is important to recognize that someliwduals are born with permanent
disabilities, while others will become disabledsame point in their lives, possibly as a
result of work-related accidents. While each penbthe life cycle reflects the challenges
and opportunities through which each man and wonlgfines their own life, it also
represents a variety of risks. The crucial pointhiat the degree of exposure to risks and
the ability to cope with them do not remain constinoughout life, but vary from one
stage to another. Vulnerability should, accordindlg seen as a dynamic and relative
concept, whose impact on all men and women vanies highly uneven way across time
and place (ibid.). As might be expected, there @asiderable differences between
countries in the way in which the life cycle unfeldNevertheless, it is possible to identify
some common themes in developing countries andnabbs®me key age-specific risks
and vulnerabilities.
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Children are confronted by a number of age-spedi$iks. Many in developing countries
experience nutritional risks that can cause lifeglalevelopmental deficits. They can face
acute vulnerability to disease and infection. Tisiewhy UNICEF argues that perhaps more
than any other group, young children are vulnerabléhe risks posed by contaminated
water, poor sanitation and inadequate hygiene. éxample, “unsafe drinking water,
inadequate availability of water for washing andldog, and lack of access to sanitation
together contribute to about 88 per cent of defthm diarrhoeal diseases, or more than
1.5 million each year” (UNICEF, 2007, p. 74).

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

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

218 million children who are labouring at preseht, 2006, p. xi). Large numbers of

these working children are employed in hazardougkwioat carries its own significant

risks (long hours, work at dangerous heights oreumund). However, even more
disconcerting is the fact that 4 per cent of thdsié&dren who are economically active are
employed in what are categorized as the “worst $oainchild labour”. They are exposed
to extremely high-risk activities, including workjrin hazardous industries, prostitution
and pornography. Young girls are particularly spsbée to becoming ensnared in these
risky activities, reflecting their acute level admpowerment.

In those countries heavily affected by HIV/AIDS|ldren are especially vulnerable. Many
lose parents to the disease and forecasts indicateby 2010 there will be around 15.7
million children orphaned by AIDS in sub-Saharaniéd alone (UNICEF, 2007, p. 42).
This situation impacts on the children in a numilenegative ways and they are affected
long before their parents die. This is often troiedirls, who may be taken out of school to
care for their sick parents and so miss out onritiferoving educational opportunities and
the chance to realize their full potential, or wigEn (1999), refers to as their human
“functionings”. In addition, children whose caretaken over by other family members
may be uprooted from their existing social netwaaksl familiar surroundings, becoming
in the process disturbed and unsettled psychollhgighid.).

Young girls are subject to some specific riskssdcieties where child marriages prevalil,
for example, girls can be subject to increased thedkks associated with early
pregnancies. According to UNICEF, “girls who givethy before the age of 15 are five
times more likely to die in childbirth than womem their twenties” (UNICEF, 2008, p.

32). Many girls, as is true for women in generait aubject to greater violence, both
physical and sexual, than boys and men. As a rdsytmust cope with all the associated
psychological fallout and suffering that such traticexperiences entail (ibid. p. 35).

As with young children, older people are also sttbje specific life-cycle risks. This
group is particularly vulnerable to income inseturiTypically, this occurs when
individuals are no longer able to work, in the aduge of work-related provision for
retirement and/or state support. According to a DIRBA report, “nearly 80 per cent of
older persons living in developing countries (ab842 million people) lack adequate
income security” (UN-DESA, 2007, p. 1). This figuoeuld, according to th&Vorld
Economic and Social SurvgN, 2007a), rise to 1.2 billion by 2050 if apprape
measures (i.e. the introduction of social pensi@ms)not taken. As a result, many older
people will, despite failing health and fithesspiioue to work due to income insecurity
and/or to support dependants.

Today, many grandparents in developing countriastiqularly in eastern and southern
Africa, have the double responsibility of caring foemselves in addition to often onerous
child-care responsibilities. The latter is true foountries where AIDS or military
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destabilization have resulted in the loss of mamgdie-aged adults and in high numbers
of orphaned and vulnerable children. Older peopletdnerability may be further
heightened by poor health combined with inadegheédth care and inaccessible facilities.
The elderly can also be subject to neglect andeglrsbe vulnerable to war and natural
disaster. Many elderly people in developing coestrthus find themselves unable to
escape poverty, often chronic poverty.

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

1.2  The right to social security

In the context of the world community’s discourseuamd “international human rights”,
developed since the formation of the United Nati@msl in particular the “basic rights and
freedoms to which all humans are entitlédiocial security has been explicitly recognized
as a basic human right, and is enshrined as suettamational legal instruments. This
recognition can be understood as a natural deveopnfollowing on from the
identification of social security as one of theegillars of the constitutional mandate of
the ILO. This mandate had already been definedaandpted by the community of States
in 1919 and extended in 1944. While the ILO Coostin of 1919 refers to a “worker’s
right”, and so appears to be restricted in scdperight to social security was extended to
a right belonging to “all in need of (...) protectipiy the Declaration of Philadelphia,
adopted in 1944, thus characterizing it agnaversal right Pursuing its mandate in this
regard, and in its capacity as the responsible dBhey, the ILO has over the years
adopted a range of instruments, Conventions andrR@endations, laying down concrete
obligations and guidelines for States to implenteig right. In view of the central place
that social security occupies within the ILO congional framework, and of the rights-
based approach that has been followed by the Uritations and the ILO for its
realization, this section provides a general owwiof the relevant UN and ILO
instruments and highlights the essential obligatioh member States in relation to its
implementation and progressive realization.

From an international legal perspective, the reitimmof the right to social security has
been developed through universally negotiated aw@ed instruments that establish
social security as a basic social right to whicergshuman being is entitled. In this way,
the right to social security has been enshrinegkireral human rights instruments adopted
by the United Nation$,and is expressly formulated as such in fundamdntaian rights
instruments, namely thEniversal Declaration of Human Rightand thelnternational
Covenant on Economic, Social and Cultural RighBESCR).

Specifically, Article 22 of th&Jniversal Declaration of Human Righlisys down that:

Everyone, as a member of society, has the righbtial security and is entitled to realization,
through national effort and international coopenatand in accordance with the organization

® Article 1, Universal Declaration of Human Right5948.

® The Convention on the Elimination of All Forms of Diguination Against Women, the
Convention on the Rights of the Child, the Convamtdbn the Elimination of All Forms of Racial
Discrimination, the International Convention on tReotection of the Rights of All Migrant
Workers and Their Families, and the ConventionhenRights of Persons with Disabilities.
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and resources of each State, of the economic,|smiacultural rights indispensable for his
dignity and the free development of his personality

and in Article 25, that:

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

TheInternational Covenant on Economic, Social and @nalt Rights(ICESCR) stipulates
in Article 9 that “[tlhe States Parties to the s Covenant recognize the right of
everyone to social security, including social irsure”.

While the Universal Declaration of Human Rights stitntes an unchallenged statement of
fundamental human rights, the ICESCR has the gualia treaty, open for signature and
ratification” and thus, a key instrument for giving reality teese human rights. The
obligation of States in the implementation of theghts is one oprogressive realizatiogn
as they undertake, upon ratification, to take stepgards the full realization of the
relevant rights, “to the maximum of their availalésources” (ICESCR, Article 2, para.
1).

As the international agency specifically chargethwetting international labour standards,
the ILO has undertaken a primary responsibility)csi its creation in 1919, for the
realization of the right to social security. Thigjective represents a fundamental part of
the Organization’s mandate, being enshrined inotiginal (1919) Constitution, the
Preamble of which expressed the determination fwrarre conditions of labour through,
inter alia, “the prevention of unemployment, ... theotection of the worker against
sickness, disease, and injury arising out of higpleyment, the protection of children,
young persons and women, provision for old age amdry.” More recently, the
Resolution and conclusions concerning social ségadopted by the International Labour
Conference of 2001 (ILO, 2001lcygnd theDeclaration on Social Justice for a Fair
Globalization adopted in 2008 (ILO, 2008c), have both reitetatee resolve that the
achievement of social security as a human rightessmts a fundamental part of the
Organization’s mandate.

In 1944, the mandate of the ILO was widened byDkelaration of Philadelphia, which
was the first international legal instrument tgslate the right to social security as a right
belonging to all, and can be seen, moreover, afirdienoment in history that the world
community declared its commitment to the extensibeocial security to all. At the same
time the ILO was established as the foremost aityhor this field. The Declaration of
Philadelphia was integrated into the ILO Constimtiand laid down the “solemn
obligation of the International Labour Organizatimnfurther among the nations of the
world programmes which will achieve”, among othéthe extension of social security
measures to provide a basic incotoeall in need of such protecticamd comprehensive
medical care” (Article llI(f)), as well as “provisn for child welfare and maternity
protection” (Article Ili(h)), thereby extending thgrotection from workers to all those in
need.

More than 50 years later, in 2001, the Internatitakour Conference (ILC) reaffirmed its
view of social security as a basic human right, iéxtension to all in need was restated

" In 2008, 157 States were States parties to th&GEFE
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both as a fundamental part of the ILO’s mandate @ challenge that needed to be
addressed seriously and urgently by all membee&t#tccordingly, the ILC directed the
ILO to launch a major campaign to promote the esitanof social security coverage. The
Global Campaign on Social Security and CoverageAfbwas officially launched at the
ILC in June 2003. Again, in 2008, the ILC confirmihis mandate in the ILO Declaration
on Social Justice for a Fair Globalization by dentathat:

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

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

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

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

In pursuing its mandate since its establishment9ith9, the ILO has adopted a number of
Conventions and Recommendations which have greatiyributed to the development of
social security as a universal human right anddbnohg this right. Some of the most
important contributions of the ILO in this regardreathe Income Security
Recommendation, 1944 (No. 67) and the Medical ®aeommendation, 1944 (No. 69),
which laid down a new doctrine of universality he basis for the development of social
security. These two Recommendations reflect a foneddal change of paradigm in social
security policies, as focus was shifted from theiaasecurity protection ofvorkersto the
protection of thevhole populationThe adoption of these two Recommendations pawed t
way for the formulation of social security as a lammight in the Universal Declaration of
Human Rights and, some years later, in the ICESERhe light of this, all social security
standards adopted subsequently reflect the rightawial security. The universality
principle established by Recommendations Nos. @768, has not, however, been found
to lend itself to mandatory expression.

Amongst the currently-valid ILO social security timgnents, the most prominent is the
Social Security (Minimum Standards) Convention, 298No. 102). It is the only
international Convention which defines the ninessieal branches of social security, sets
minimum standards for each and sets standardbidasustainability and good governance
of those schemes. Over the years, it has had arithges to have substantial influence on
the development of social security in the variogegions of the world. In this way, it is
deemed to embody an internationally accepted diefimiof the very principle of social
security (ILO, 2003, p. 20, para.53furthermore, it has provided the blueprint for the
European Code of Social Security and is referreeitber directly or indirectly, in other
regional instruments such as the European Sociattéth the Treaty of Amsterdam of the
European Union, and regional instruments now bealegeloped in Africa and Latin
America. At the national level, the right to socsalcurity has also been recognized in the
national Constitutions of a number of countries,éample, Germany, Brazil and India.

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

This crucial role of the ILO is highlighted in th@eneral Comment No. 19f the
Committee on Economic, Social and Cultural RiJh(€ESCR) on Article 9 of the
ICESCR, which provides detailed explanations to lenstates on how to implement the
right to social security, as well as guidelines foe Committee when assessing States
parties’ compliance with Article 9 of the ICESCRhrdughout the General Comment,
several direct references are made to the ILO dhdralocuments and social security
standards, thus linking the approaches of the @ the ICESCR to dealing with,
essentially, the same right.

The General Comment stresses the central importingaaranteeing human dignity for
all people when they are faced with circumstanbes deprive them of their capacity to
fully realize their rights. It defines the right social security as encompassing the right to
access and maintain benefits, whether in cashmt, kvithout discrimination, in order to
ensure protection, inter alia, from: (a) lack ofrikoelated income caused by sickness,
disability, maternity, employment injury, unemplogm, old age, or death of a family
member; (b) unaffordable access to health care; (@phdnsufficient family support,
particularly for children and adult dependantsfultther emphasizes the importance of
(redistributive) social security in poverty redocti and alleviation, preventing social
exclusion and promoting social inclusion. Thesesoliyes demand the establishment of
non-contributory (for example, tax-financed) schep@ other social assistance measures
to provide support to those individuals and growd® are unable to make sufficient
contributions for their own protection, and so a&ecluded from more formal social
security schemes — mainly those in the informalneowy (and their families). Such
measures should be adopted with a view to fadrigatheir inclusion on a progressive
basis.

Taking into account the substantial differenceshim level of economic development of
States and the problems encountered by many of, inefading for example low levels of
per capita GDP and high levels of poverty, togethigh financial constraints related to
high levels of international debts, the obligat@irStates parties under the ICESCR is one
of progressive realization of the rights impliedb@@ans, 1995). States, however, cannot
use the “progressive realization” provision as atgit for non-compliance. While any
State that chooses to become a member of the UNig¢idns, and of the ILO, has the
general and fundamental legal duty to put in plcgnimum level of social protection for
its people, the CESCR notes that the obligatioreutite ICESCR has a twofold character.
On one hand, it allows States a degree of flexybiln the way they implement the
provisions of the Covenant, while on the other hahdmposes a strict obligation of
realization, albeit gradual, of the respective t3glOn this basis, the Covenant requires
States to realize the material rights as quicklg affectively as possible. In addition,
every State party to the Covenant has a basic aildig to ensure a minimum level of
enjoyment of every right. That is to say that evegit possesses a certain minimum core
content without which that right becomes meanirgigsid.). According to the CESCR,
the minimum core content of each right constit@dor below which conditions should
not be permitted to fall in any State patt@onsequently, the CESCR suggests that the

8 UN Document E/C.12/GC/19, 4 Feb. 2008. The Conemitin Economic, Social and Cultural
Rights is the UN body responsible for monitoring #pplication of the ICESCR in national law and
in practice.

® UN Document E/C.12/1993/11, paragraph 5. It shéuither be noted that the General Comment
on Article 9 includes in this minimum core contemn, an indicative basis, the requirement for State
parties “to ensure access to a social securitynsehthat provides a minimum essential level of
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failure by a State to satisfy “a minimum core ohtign to ensure the satisfaction of, at the
very least, minimum essential levels of each ofrigbts” (Maastricht Guidelines, 1997)
be regarded as a violation of the Covenant. Inrgggard, resource scarcity does not relieve
States of certain minimum obligations in respecttef implementation of the right to
social security (ibid.).

1.3 Closing the coverage gap: Latest global policy initiatives

A large majority of the global population live immditions of social insecurity, that is,
they have no, or only partial, access to formaligdosecurity beyond the limited
possibilities of relying on families, kinship graapr communities to secure their standard
of living. Among this majority, 20 per cent live abject poverty — the cruellest form of
insecurity.

The first of the UN Millennium Development Goalst halve the global rate of poor
households between 2000 and 2015. More than hadlfeofime span to achieve this now
lies behind us and it seems that, globally, thgmme is not on track. Worse, the recent
developments in, firstly, food prices, followed néw the deepest financial and economic
crisis for decades, have caused a dramatic impatthias hit the world’s poorest most
severely. Even the most recent statistics on timebeun of poor have become outdated in
the view of these developments.

As a result of the current financial crisis manywéndost their homes and their savings
(including large parts of their future pensionshile economic recession, which may
prove lasting, will cause millions to become unemsgpd. An article inThe Economis{l7
April 2008) put the matter thus:

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

Currently, attention usually focuses on easing thest urgent problems. This is
understandable. However, a structured approadyisned, one which gives sustained not
ad hoc solutions. In the context of the multi-facetrisis now facing so much of the
world, the need for social protection becomes awere obvious, while lack of access to
effective social protection for a majority of theosdd population becomes even more
dramatic and disastrous. There is an urgent neeattoduce basic social protection
mechanisms where they are not in place, while sanabusly providing necessary support
to strengthen the existing social security schethese actions are equally needed, both as
a means to protect men and women against the vedfstts of the crisis and as
instruments to support effective demand in econsrarel help their recovery.

The value of social transfers and expenditure ttuce poverty and ensure access to
needed services, as well as the need for sociasiment and social policies aimed at
protecting the most vulnerable, has been recognizegcent international fora and by the

benefits to all individuals and families that wethable them to acquire at least essential heal#) ca

basic shelter and housing, water and sanitatiag<tuffs, and the most basic forms of education. If
a State party cannot provide this minimum leveldbrisks and contingencies within its maximum

available resources, the Committee (on Economiciaband Cultural Rights) recommends that the
State party, after a wide process of consultatisglect a core group of social risks and

contingencies” (UN Document E/C.12/GC/19, 4 Fel&@ara. 59(a)).
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constitutions, legal texts and governing bodiesnainy 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 tgyeg a common “One UN”
concept of aocial protection floorThe ILO together with the WHO, and with the suppo
of UN-DESA and UNICEF, are leading the task. Atdtse is the building of a coalition of
international agencies and donors enabling cowntoeplan and implement sustainable
social transfer schemes on the basis of the comtepsocial protection floor.

The origin of the concept dates back a number afseThe idea of “a socio-economic
floor” and its relationship to social protection svamphasized by the World Commission
on the Social Dimension of Globalization whose ffirgport stated: “A certain minimum
level of social protection needs to be accepted amdisputed as part of the socio-
economic floor of the global economy” (ILO, 2004a,110). Since then, the term “social
floor” or more precisely “social protection floohas evolved to mean a set of basic social
rights, services and facilities that the globalzeih should enjoy. The term reflects the
existing notion of “core obligations”, to ensureethealization of, at the very least,
minimum essential levels of rights embodied in hamghts treaties. The United Nations
system Chief Executives Board for Coordination (FEBggests that a social protection
floor should consist of two main elements that helpealize respective human rigHts.

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

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

In the context of its Campaign to extend socialiggcto all, the ILO is already promoting
the social transfer component of the social praiadtoor (see ILO, 2008c)hat is, a basic
and modest set of essential social guaranteegeddlirough transfers in cash and in kind
that could ensure a minimum level of income seguaitd access to health care for all.
This approach was reiterated by the Global Jobs &hapted by the International Labour
Conference in June 2009. It enjoins countries dibatot yet have extensive social security
to build “adequate social protection for all, dragiion a basic social protection floor” and
urges “the international community ... to provide e@pment assistance, including
budgetary support, to build up a basic social ptaia floor on a national basis”.

10 See the following documents: G8 Labour MinisteosmférenceShaping the social dimensions of
globalization Dresden, 6-8 May 2007, Chair's conclusions; UWhidations, Economic and Social
Council (E/2006)/L.8, para. 19; ILO Declaration 8ocial Justice for a Fair Globalization (ILO,
2008e); World Health Assembly Resolution 58.33 Swmstainable health financing, universal
coverage and social health insuranesd WHO Executive Board resolution EB124.R8wimary
health care, including health system strengthenwigich endorsed universal coverage as one of the
core elements.

1 See The Universal Declaration of Human Rightsapa22, 25 and 26.
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2.  An emerging policy framework for adequate
social security for all

2.1  Principles for the extension of social security

The International Labour Conference, meeting aBfith Session in 2001, undertook a
General Discussion on Social Security. Resolution and conclusions concerning social
securitycontained a detailed list of aspects, technicatiad, and political, to be taken into
consideration in formulating an approach to theettgyment of policy and practice in
social security, which is appropriate for the ILO.

The list of conclusions may be broadly divided ifgor sections:

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

" A set of observations as to the principles and adwiwhich should inform the
development of national schemes of social secusityiting from the precept that
“there is no single right model of social securifif¢ms 4 to 6 of the Conclusions).

" A rather detailed set of observations concernimgttanslation of these fundamental
concepts into practical systems of social protectiwithin the Decent Work
framework. The starting point is taken to be “fargons of working age, the best
way to provide a secure income is through decenkvand leads to Conclusion
16, that “within the framework of the basic prinep ... each country should
determine a national strategy for working towaralsia security for all”. The issues
noted range through the demographic (includingrageand financial (including the
need for financial sustainability), but also coweoss-cutting aspects, notably the
need for gendered responses, and the underpinmiagcial protection systems of
the solidarity principle (items 7 to 16 of the Clusions).

" An outline of the way forward, centred on the preglofor a major campaign to
promote the extension of coverage of social sgguagether with some guidance as
to how the ILO should go about the necessary liskagith its own constituents,
with the international community of relevant exjset and with other international
agencies.

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

From the discussion in 2001, as well as the Unalebeclaration of Human Rights, the
ILO’s mandate as set out in its Constitution, ahe kegal instruments described in the
previous chapter, a small set of essential elementsprinciples may be distilled,
representing the basis on which to develop onghihge policy and strategic approaches.
These may be set out briefly as follows:

" universality;
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. progressiveness;
" pluralism;
] outcome focus.

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

2.1.1 Universality

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

It is not, thus, necessarily implied that scheméschy are universal in their application
must be put in place in every country. It is, ofie®, critically important to work towards
the universality of access for individuals to fotregstems of social protection where those
schemes are designed to achieve the widest coveragenotion of a universal benefit,
payable without distinction to all qualified membeaf a scheme, does however fit well
into the concept of a rights-based scheme, petieapsered in practice when resources are
limited, by some form of targeting of those resestc

It is increasingly understood that the provisionbehefits under social security has the
characteristic of an investment, in both wider abcapital and economically productive
human capital. Accordingly, attention may be focusa strengthening those aspects of
social protection systems that provide benefits hwithe strongest investment
characteristics. These might include: child besdficilitating access to education and so
helping to break the poverty cycle; access to hezlte as a means to help families remain
above the poverty line by relieving them of theafigial burden of medical care; and
income support that avoids poverty and createséuerity that people need in order to
take risks and invest in their own productive cityac

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

2.1.2 Progressiveness

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

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

societies at relatively low levels of economic depenent cannot be expected (unaided) to
achieve the same levels of social protection asetlad higher levels of development. The
opportunity for national social security systemgtow should open up as increasing fiscal
space is made available through economic growth.critical need is that systems should
be designed in a way which, while (financially) gressive, is at the same time both
rational, that is, able to address priority needa logical order, and built in a manner that
allows the level of security to be increased asepuc development progresses. Within

20

ESS-edited final_pourformattage



an overall national resource envelope, at any gstage of development, the volume of
contributions and taxes allocated to social seguymitorities must be determined on the
basis of national consensus.

2.1.3 Pluralism

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

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

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

2.1.4 Outcome focus

It is the outcomes of national social securitytstjges that matter, not the ways and means
through which countries set out to achieve thoseames, which — as observed in the
paragraphs above — can and should be as diversheasircumstances of countries
themselves. By its nature, social security is gesuitnf some technical complexity, and it
has long been a feature of work on the subjectttferists and practitioners have sought
deeper understanding both of those technicalitied af the supposed “trade-offs”
between, for example, maximizing beneficiaries’ fald and maximizing economic
efficiency. Taking a broader view, however, may Mehd to the view that the resulting
outcome is now an insufficient degree of attentmmhe real objectives of policy-making
and practice in social protection. The central terfie@a new approach is, therefore, that the
focus and emphasis should now be shifted apprepyigdwards outcomes, that is, the
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actual payment and sufficiency of benefits paidhimse having a right to or need of such
benefits, and correspondingly away from the dedaiechanisms of scheme design.

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

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

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

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

" Universal coverage of income security and healtbtegps All (permanent and
temporary) residents of a country should have gefaleaccess to an adequate level
of basic benefits that lead to income security @mdprehensive medical care.

" Benefits and poverty protection as a rigliEntittements to benefits should be
specified in a precise manner so as to represedtgbable rights of residents and/or
contributors; benefits should protect people effety against poverty; if based on
contributions or earmarked taxes, minimum benefiels should be in line with the
Social Security (Minimum Standards) Convention, 2Z980. 102), or more recent
Conventions providing for higher levels of proteati and the European Code of
Social Security of the Council of Europe.

" Collective “actuarial equivalence® of contributions and benefit levelsThe
benefits to be received by scheme members shogicksent both a minimum
benefit replacement rate and a minimum rate ofrmein case of savings schemes,
which in turn must adequately reflect the overdl of the contributions paid; such
minimum levels should be effectively guaranteedfgmably by the State.

" Sound financingSchemes should be financed in such a manner assiare to the
furthest extent possible their long-term finanaigbility and sustainability, having
regard to the maintenance of adequate fiscal sfuacthe national social security
systems as a whole and individual schemes in péatic

. Responsibility for governanc&he State should remain the ultimate guarantor of
social security rights, while the financiers/coptiiors and beneficiaries should
participate in the governance of schemes and pmoges.

12 Expressions such as “actuarial equivalence” (astu@rial fairness”) are not defined in a
universally-agreed way, indeed attracting someroaetsy, and should not, perhaps, be treated as
having too precise a technical meaning. While, hareit is difficult to encapsulate in a pithy
phrase, the idea represented here — broadly that lesis which is collective and long-term the
members of a social security scheme, specificajper@sion scheme, should perceive that the basis
on which benefits will be awarded reflects fairlyeir input by way of contributions — is itself
important.
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2.2  The “social security staircase” policy paradigm

Figure 2.1

Benefit coverage

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

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

Figure 2.1 shows the strategic framework in schenfatm. The horizontal dimension
seeks to extend a basic level of core benefitstmany population groups as possible as
fast as possible, while the vertical dimension sdekincrease the scope of the coverage —
the range and level of benefits — to the level thatescribed in Convention No. 102, and
preferably to a higher level as defined in otheremacent ILO Conventions.

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

2.2.1 The horizontal dimension

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

ESS-edited final_pourformattage 23



It is not necessary to argue for the importanceef@ry household and individual in the
world of having (at least) a basic income. Ultinhatebtaining an income is self-evidently
one of the key life focuses and motivations in eamorary society everywhere. The
Income Security Recommendation, 1944 (No. 67) plevia further description of the aim
of income security schemes. For instance: “incogmusty schemes should relieve want
and prevent destitution by restoring, up to a reabte level, income which is lost by
reason of inability to work (including old age)torobtain remunerative work or by reason
of the death of a male breadwinner” (para. 1).

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

Now, however, the UN Chief Executives Board, reioéal by the ILO’s Global Jobs Pact,
has pointed to a new strategic approach to the foges horizontal extension through the
promotion of a set of basic social security guaesitwithin the framework of a wider
social protection floor. This concept, as the costume of the policy framework, is
developed further in section 2.3 of this chapter.

2.2.2 The vertical dimension

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

As countries achieve higher levels of economic tigrmaent — and gain fiscal room for
manoeuvre — it is to be expected that steps wiltaben, within the framework of the
Conventiong® to put in place correspondingly higher levels obyision. The objective
will be to build a level higher, and with wider ppectives, than simply the ground floor
level. This is the vertical dimension.

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

3 The Social Security (Minimum Standards) Conventi@852 (No. 102) and the subsequent
Conventions setting out stronger levels of proteciin relation to the various contingencies: the
Employment Injury Benefits Convention, 1964 (Nol}2the Invalidity, Old-Age and Survivors’
Benefits Convention, 1967 (No. 128); the MedicaleCand Sickness Benefits Convention, 1969
(No. 130); and the Maternity Protection Conventi®)0 (No. 183).
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internationally accepted minimum benchmarks fordfiérlevels against which to assess
the design of national social security systems.

2.2.3 The social security staircase

Figure 2.2

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

The social security staircase

Voluntary insurance

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

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

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

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

Noting the current high levels of exclusion, théemational Labour Conference, meeting
in its 89th Session in 2001, stated in its Conolsi Concerning Social Security: “Of
highest priority are policies and initiatives whicéin bring social security to those who are
not covered by existing systems.” Accordingly, tBlmbal Campaign on Social Security
and Coverage for All was launched at the 91st Segdithe ILC in 2003 with the aim of
supporting this extension of coverage.

In order to translate into practice the aim of padowg income security to all, including
financial protection against catastrophic healthegxiture together with access to health-
care services, while recognizing that developingntides face strong financial constraints,
the ILO recommends that they first aim to put iagel a basic and modest set of social
security guarantees.

With regard to income security, the suggested bamémurity guarantees consist of
providing income security to those who cannot auith not work: in particular to children
(combined with other policies facilitating theircass to health, nutrition and education), to
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pregnant women, to older people and to people eighbilities. At the same time, income
support should be combined with employment guaesnt@nd/or other labour market
policies for those able and willing to work, but avlare excluded from access to
employment that would provide sufficient income.

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

In relation to health care, while social securigtems should provide financial protection
against catastrophic health expenditure, attersimuld also be given to the specific needs
of different population groups (children, womene thlderly, and so on) in defining an
essential health-care benefits package at natitmadl, the ultimate goal being the
achievement of the requirements of ILO Conventidns. 102 and 130.

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

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

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

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

= all residents in old age and with disabilittehave income security at least at the
level of the nationally defined poverty line thréugensions for old age and
disability.

The level of benefits and scope of population cedeffor example, age eligibility for
social pensions) for each guarantee should beatkfiaving regard to national conditions

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

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

16 Defined as a degree of disability that excludesrttirom labour market participation.
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(potential fiscal space, demographic structure @edds, income distribution, poverty
spread and gap, and so on), political imperatitieg, characteristics of groups to be
covered and expected outcomes. In no circumstahoegver, should the level of benefits
fall below a minimum that ensures access to a Hassket of food and other essential
goods and services. Modelling tools can help assests and budget implications of
different scenarios of benefits. Decision makingtre national level may benefit from
evidence from other countries on the outcome oflainmitiatives, together with micro-
simulation techniques.

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

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

In summary, the rationale for introducing a basit sf social security guarantees is
grounded in rights, but the level and scope of fisn@ any given country will reflect the

prevailing mix of needs and the capacity to finatiee benefits. However, no discussion
about guarantees can avoid the question of affdrigabVhile it is important to recognize

the political and normative nature of the notionafffordability, it is also necessary to
recognize the very real and severe resource camstriaced by developing countries,
especially low-income countries. In addition, itimportant to recognize national and

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

18 Attention should be given to addressing chrongedses including long-term care as well as to
reducing maternal, neo-natal and under-five maytalfhe latter is globally among the greatest

challenges of social health protection. Accordiaghe World Health Report 2006WHO, 2005),

11 million children under the age of five die eg&lar. The same is true for some 500,000 mothers
during maternity. It is also necessary to covetertgd diseases and the concerns of minorities.

9 This requires reducing cost sharing, out-of-pog@yments and other indirect costs such as
transport costs and catastrophic health expenditure
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2.4

institutional capacity constraints and the goveceaaspects of delivering social security
benefits. Accordingly, the set of basic social siéglguarantees is formulated in such a
way as to heed the fiscal reality of developingritadas.

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

The affordability of social security

The financial, fiscal and economic affordabilitydasustainability of social protection

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

On the contrary, the evidence shows increasinglly tiat:

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

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

and hence, in brief, that a country’s national ste@ent in the social security staircase can
be well justified, whether or not an extensive abaecurity system has already been
developed, recognizing that economies mature apdlatons age.

Taking that as the point of departure, the follayvsection turns to questions concerning
the affordability of social security, mainly (bubtronly) in poorer countries.

2.4.1 The affordability of mature social security s  ystems

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

Ageing will drive up expenditure on pensions andaltiecare in the decades to come.
However, given the expenditure consolidation measiuhat many countries deployed
during the last two decades, this need not posejarrthreat to the financial equilibrium
of national social protection systems and/or tieedi balance of government budgets.
Even if, in the worst case, the demographic chgieis not well managed, the effects on
the sustainability of national social transfer ews$, even in countries with highly
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Table 2.1

developed systems, may be less dramatic than isnoolg assumed. The latest available
forecast by the European Union Economic Policy Cdtemon the combined cost of the
most important social security benefits as a resuitgeing populations is shown in table
2.1

Expected increases in European Union social expenditure, 2007-2060

Level in 2007 2035 2060
(% of GDP)

(Change from 2007 in percentage points)
Pensions 10.6 +1.7 +24
Health care 6.7 +1.0 +1.5
Long-term care 1.2 +0.6 +1.1
Unemployment benefits 0.8 -0.2 -0.2
Education 43 -0.3 -0.2
Total 236 +2.8 +4.6

Source: European Commission, 20094, table 1.

The table indicates that the expected averageaserm national social expenditure is less
than five percentage points of GDP over the nesd fiecades, which, while substantial,
should not prove unmanageable. However, there mmifisant differences between
individual countries, which have less to do witle thgeing process itself than with the
specific characteristics of programmes, includihgirt financing, eligibility and benefit
generosity. The projections take into account etqukeffects of social security reforms
already legislated and implemented (including neandfit formulae and increased
retirement age) as well as expected increasedautdorce participation and employment
rates.

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

% These figures are from the OECD Social Indicatmbase. Smeeding (2006) provides figures
from the Luxembourg Income Studies database — igigrefls point to differences of similar
magnitude between these countries.

Z Adema and Ladaique (2005). The figures representitect public social expenditure. Apart
from public schemes, some countries operate prs@téal insurance schemes. This is the case, for
example, in the Anglo-Saxon countries but alscha Ketherlands. Differences between countries in
terms of their total social expenditures are ttmeeless than the public figures suggest. It agpear
however, from the figures listed in the main tehdttrepresent the macro social impact (in terms of
poverty reduction) that these private schemes titanget as well as the public schemes do.
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not necessarily uniform across countries, sociatgation, if sufficiently endowed with
resources, is effective in its main objective aflueing income inequality and poverty.
OECD research has shown, in fact, that the relslipnbetween non-elderly poverty rates
and the share of (cash) social transfer expenditu@&DP is statistically significart

The above figures also help to refute argumentshig levels of social expenditure are
unaffordable in the light of global competition. Kliag an historical and worldwide
perspective, it can be shown that those countriest isuccessful in achieving long-term
sustainable growth and poverty reduction have wtllip place extensive systems of social
security; at the same time all have open econoiédle strong evidence may be lacking
to date demonstrating a causal link between somigiurity and positive economic
performance, what is known is that the two co-ekistll successful countries. OECD
countries have made the decision to invest heavibpcial security — generally more than
20 per cent of GDP - as part of their long-termwdloand poverty reduction strategies.
And, what is perhaps more important, they startedd so when they were poor. These
countries all embarked at some stage on strategigish proved successful, promoting
growth with equity.

However, their recent history has also shown tligth Bocial expenditure alone is not a
sufficient condition for success in terms of redigcpoverty and inequality and supporting
economic growth. Observation shows that one nepessadition for success is, in broad
terms, good governance. In such a framework, bylicaion, while social expenditure
will be wisely allocated and contained in an ecomompturn, avoiding unjustified
dependency on transfers, such expenditure shouddldveed to expand at need in times of
economic and social crisis.

During national and global economic crises, soggurity systems perform an important
role as combined social and economic stabilizetse Provision of social protection
benefits paid to unemployed workers and other valole recipients not only helps to
prevent individuals and their families from fallimgto deep poverty, but equally to limit
the fall in aggregate demand, so limiting the po&tmepth of recession and opening the
way to recovery. It is critically important in maeguntries where unemployment benefits
and other social security and income support progres exist, that strengthening them
through widening the eligibility conditions, inceag benefit amounts or increasing their
budgetary allocations, is included as part of Hspective economic stimulus package.

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

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

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

1935, the United States Government introduced paasand unemployment benefits as
part of the New Deal policies. Again, in SeptemB668 the US Congress adopted an
extension of unemployment benefits as part of adeo economic stimulus package to
promote job creation and preservation, invest frastructure, and provide economic and
energy assistance. Likewise, increased allocatodifferent social security programmes
represents an important part of the European EcanBecovery Plan. In recommending

the stimulation of demand in the short term, thisuiment (European Commission, 2008,
p. 8) states:

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

%2 Smeeding (2006), with R2 = 0.6099.
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Clearly, schemes of social security and socialstesste represent major instruments to be
used (certainly by the governments of OECD cousitrie stem the social fall-out of such
a crisis.

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

late 1990s was that, with income support programimgdace, the impact of the crisis
would have been much less damaging. Nevertheldsige wome countries, such as the
Republic of Korea, accelerated the implementatioimsaunemployment insurance scheme
for formal economy workers and strengthened itsas@ecurity coverage in general (a
strategy later followed by Thailand), the majori/the world population still lack any

access to social security provision.

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

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

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

2.4.2 The affordability of basic systems

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

The amount of public resources allocated to scsmarity does matter with respect to
levels of actual coverage and social outcomes. sy example comes from health care.
It can be shown that, on the basis of statisticsnortality rates in different countries,
there is a statistically significant correlationtween the ratio borne by out-of-pocket
payments to public health expenditure and variod&cators of mortality (including adult
mortality rates, child mortality rates and healtifig expectancy). If private out-of-pocket
expenditure is not matched by even bigger publaitheexpenditure (i.e. expenditure from
government budget(s) and social security schemghehmortality and reduced healthy
life expectancy rates in the population can be etgak The same applies to investments in
cash benefits providing income security in old adjeability, unemployment, and so on;
there is a strong correlation between how much mainvest in social security benefits
and poverty or other social indicators.

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

Per cent of GDP

countries, as recent work by the ILO shows on thetscof a minimum package of social
security in sub-Saharan Africa and Asia.

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

Costs for components of a basic social protection package for selected countries in
Africa and Asia, 2010 (percentage of GDP)
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Source: ILO, 2008d.

The hypothetical annual cost of providing univetsasic old-age and disability pension is
estimated in 2010 at between 0.6 and 1.5 per ckranoual GDP in the countries
considered. These costs for 2010 are estimated below, 1.0 per cent of GDP in six of
the twelve countries, while for Burkina Faso, Efh& Kenya, Nepal, Senegal and the
United Republic of Tanzania the cost estimatestativeen 1.1 and 1.5 per cent of GDP.

% |t was assumed that the simulated universal ollaagl disability pension would be set at 30 per
cent of GDP per capita, with a maximum of one U8addPPP) per day (increased in line with
inflation) and would be paid to all men and womged 65 and older; and to persons with serious
disabilities in working age (the eligibility ratimas assumed to be 1 per cent of the working-age
population, which reflects a very conservative reate of the rate of disability). The amount of
child benefits was set at half the amount of pamsidhe costs of universal access to essential
health care were calculated on the basis of atheadinpower ratio of 300 health professionals per
100,000 population.
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Figure 2.4

Per cent of GDP
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As shown in figure 2.4 the cost of such pensionsld/ancrease only moderately by the
year 2030 — despite the ageing process.

Costs for basic universal old age and disability pensions for selected countries in Africa and
Asia, 2010, 2020 and 2030 (percentage of GDP)

1a

Burkina Faso
Cameroon
Ethiopia
Guinea
Kenya
Senegal
United Rep

Tanzania
Bangladesh

Ind
Nepal
Pakistan
Viet Nam

Source: ILO, 2008d, based on Pal et al., 2005; Mizunoya et al., 2006, and updated calculations. These figures include assumed
administration costs of 15 per cent of benefit expenditure.

A basic social protection package appears affoeddhit in most cases on the condition
that it is progressively implemented. In the ca$esame of these countries, this may
require a joint effort with the international dormmmunity for the duration of a suitable
transition period. Low-income countries may, howewe able to reallocate their existing
resources, for example by progressively increasomal protection expenditure towards
an eventual target of 20 per cent of total govemtragpenditure.

Obviously, there are some cases where the fiseakesfor social transfers cannot easily be
extended in the very short run. Each case has &s$essed in detail. However, figure 2.5
shows that “policy space” for financial manoeuvraynbe wider than often assumed. The
figure maps national public expenditure and pubkpenditure on social protection and
health (according to the IMF definition) as perega shares of GDP against the GDP per
capita, resulting in two almost parallel regresdinas. Clearly, in principle, both types of
expenditure increase as GDP per capita increasesevéer, more interesting than the
regression lines themselves is the surroundingdctifuexpenditure levels. This indicates
that, at similar levels of GDP per capita, coust@ee in a position to exercise a substantial
degree of discretion regarding the level of ovemlblic expenditure and, within that
envelope, regarding the share of public resoutesatded to social expenditure.
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Figure 2.5 Total public expenditure and social expenditure at different levels of GDP per capita, latest
available year
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Source: IMF, 2009 (various years); UNDATA database (various years).

It is concluded that policy decisions regarding fiheancing of social security systems and
negotiations seeking fiscal consensus between ifffieresht stakeholders of the public
expenditure portfolio are made in a manner spetifieach individual country. It should
be noted in this context that domestic revenueAfiica alone increased from 2002 to
2007 (i.e. in the post-Monterrey period) by abo@$230 billion. In sub-Saharan Africa
alone, the share of domestic public revenues in @GigReased by 4 percentage points
between 2002 and 2007 (see figure 2.6). Givenfecmuit level of policy priority, phasing

in a package of modest social security benefits,querhaps, a decade, with a net cost of
around 4 per cent of GDP, does not seem to be ligtiea
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Figure 2.6
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Source: OECD, 2007.

ILO micro-simulation results for the United Repuebtif Tanzania and Senegal show that
the introduction of basic old-age cash benefits lcave a significant impact on poverty
reduction. Gassman and Behrendt (2006) carriedsioutlations to estimate the cost of
old-age and disability pension benefits at leveled at 70 per cent of the food poverty
line per eligible individual. On that basis, thelyow that in the United Republic of

Tanzania a universal old-age pension would cut ggveates by 9 per cent, with a

considerably stronger effect (36 per cent) for olseen and women, and 24 per cent for
individuals living in households with elderly fapilnembers. Likewise, for Senegal old-
age and disability pensions are expected to haweome pronounced effect for older

people, especially older women, and their familynhers.

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

The most dramatic advance in social security caeraorldwide is presently being
achieved by social transfer schemes. Some 30 ¢esiaire already successfully putting in
place elements of minimum social security packdgesugh social transfer programmes.
For example, in Brazil this is being done througbBolsa Familiaprogramme; in Mexico

it is being done through ti@portunidadegprogramme; and in South Africa, Namibia and
Nepal it is being achieved through tax-financeddpension systems (see also Chapter 6).
The BolsaFamilia programme is thought to be the biggest sociakfearscheme in the
world, and presently covers some 46 million pe@pla cost of about 0.4 per cent of GDP.
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2.5

South Africa has also extended the coverage ofhiisl grants system substantially, by
more than 4 million beneficiaries over the last atbe In India the 100-day rural
employment guarantee scheme (NREGS) has been wliedationwide, and a new act
mandates the extension of basic social securitere@me to about 300 million people
hitherto not covered. But cash transfer (or unigerbenefit) schemes are being
successfully implemented by still poorer countridgepal, for example, is currently
extending the scope of its universal pension schaimeng to reduce the retirement age in
due course from 75 to 65 years.

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

Social security represents an investment in a cggnthuman infrastructure” no less
important than investments in its physical infrastare. At an early stage of economic
development the priority is, of course, to put lace a basic level of infrastructure; the
evidence adduced here points to its affordabibtity &€ssentially, every country. While this
message lies at the heart of this Guide, it is mgmd to keep in mind that, at a later stage,
the basic level can and should be augmented, andLtd's long-standing approach to
social security offers the framework to do so.His tregard, later sections of this chapter
and this Guide point in the relevant direction.

Thus, the emerging evidence shows that the questisnsocial security affordable
everywhere?” can be answered by: “Countries singalgnot afford not to make this
investment.”

Strategic challenges

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

2.5.1 Combining effective protection with organizat  ional flexibility

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

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

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

2.5.2 Achieving a coherent architecture of national social security systems

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

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

However, ensuring efficiency and coherence is matensarily easy. The design has, for
example, to take into account that incentives edkah one sub-system might lead to
inefficiencies in another. The provision of a meaos income-tested social assistance
pension, for example, can easily reduce incentteesontribute to a social insurance

pension scheme for a large group of low-income wxgkA universal flat rate pension

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

2.5.3 Creating the necessary fiscal space

Amongst the countries of the world, 17.2 per cdr&EDP on average is allocated to social
security (see figure 2.7), if the country figuree aeighted by national GDP. However, if
the figures are weighted instead by population,dhleulation shows that the “average”
world resident finds that only 8.4 per cent of GBRllocated as social security benefits in
the form of cash and in kind transfers (see figuB). Country figures vary widely among
the populations living in different regions, and arg countries of different national
income levels. While residents of Europe may sdevdmn 20 and 30 per cent of GDP
invested in their social security, in Africa only-@ per cent of GDP is spent on social
security benefits, and there more funds are spentealth care than on cash transfers
aimed at providing income security.
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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

rnment expenditure

Social security expenditure as a percentage of gove

Higher-income countries in general spend more, g®portion of all available resources,
than low-income countries do. However, social sécshould not be seen as a luxury and
can also be afforded by lower-income countries auntries with relatively “small”
government in terms of available resources. Figu@eshows clearly that countries with
the same level of government spending, measurddtalsexpenditure in proportion to
GDP, spend a widely different proportion of thewagable resources on social security.
The proportion spent does not, in fact, dependl atasely on how rich the country is; to a
large extent it depends on the prevailing politiadl that effectively defines the fiscal
space available. To maximize fiscal space may, kewenpopular, require substantial
attention to the effectiveness of a country’s tad aontribution collection mechanism, for
without sound machinery for revenue collection ewenue can be redistributed. The
challenge of increasing fiscal space has a difteface for each country. A checklist of
components for a national strategy may, howevehde:

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

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

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

(4) refocusing spending within social sectors aolicg areas to make certain spending
more progressive and more effective in combatingepyg and vulnerability.

Size of government and proportion of government expenditure allocated to social security,
latest available year (percentage of GDP)
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Sources: IMF, 2009 (various years). See also ILO, GESS (ILO, 2009b).
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2.6

Defining ILO support

24

The ILO Campaign to extend social security to dibated a deliberately interacting four-
dimensional strategy drawing on and integratingtel areas of the ILO’s activities. This
strategy has been developed as a response todte egpressed by ILO constituents and
within the dynamics of the new development poligbate where social security has
gained increased prominencEhe first dimension is the generation, managememt a
dissemination of knowledg&he prerequisite for all policy development, teichl advice
and capacity building is the generation of and #idity to share knowledge. This
component of the strategy encompasses collectidnaaalysis of statistical information,
the exchange of national and international expegdahrough research and internet-based
knowledge sharing, as well as the development @f tezhnical tools that support the
formulation of national policieS’he second dimension is policy developmiectuding all
activities that help the international communitglarational constituents to develop social
security strategied.he third, technical cooperatioprovides direct advice to constituents.
At any given point in time, it is usual that theQlis providing concrete technical advice or
undertaking longer term technical cooperation mtsjghat have a direct bearing on the
extension of social security coverage in about @ntries on all continent§he fourth
dimension, capacity buildingis a necessary condition for the successful [tenn
implementation and management of social securiticips. The ILO, over consecutive
programme and budget cycles, has invested sulatant this area by compiling the
appropriate knowledge base and developing traiatityities, thereby laying the ground
for a large-scale initiative to improve the quaattite training of managers and planners in
developing countries.

The basic foundation for all of the ILO’s meansaaftion remains its standard-setting
competence. Standards underpin the authority agiinkeicy, as well as the basic policy

orientation, for ILO technical advice and coopematilts legitimacy rests, in turn, on

global tripartite consensus. The process of deuadppew standards in social security has,
however, now been rather dormant for some two desald 2007 the ILO analysed the
“standards” base for the emerging policy paradignthe Global Campaign. The main

findings of the ILO paper (ILO, 20088an be summarized as follows:

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

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

% This section is based on ILO, 200&8xncial security standards and the ILO Campaigntfer
extension of social securjttsB.303/ESP/3 (Geneva, November 2008) presentditet@ommittee
on Employment and Social Policy at the 303rd Sessfdhe Governing Body.
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establishment of a social floor package of thedgsarantees, in line with the ILO
constitutional mandate.

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

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

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

m  Option 3: Development of a new instrument linked to Conwvamtio. 102 (Protocol)
and providing for a universal right to a minimum eésocial security guarantees to
all.

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

The combination of two, or more, of these optiores/areate further policy alternatives.
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3.  Practical policy options and policy design issue S

3.1 Current status

Table 3.1

An overview of social security programmes and sagaround the world in 2010 shows
that more than 30 developing countries have alréagiemented a range of programmes
that broadly correspond with the logic underpinning basic set of guarantees. In general,
it is clear that the middle-income countries arerenadvanced in this field, where an
increasing number of large-scale programmes haweegad during the last decade.

The ILO has compiled in the form of a “meta-studly& results from about 80 individual

studies on cash transfer programmes that have gpqiin some 30, mostly developing,

countries around the world during the last 10 yeais are already providing elements of a
social transfer floor. Further commentary deriveahf the individual studies is presented
in Chapter 6 of this review. These schemes andranoagies already reach between 150
and 200 million beneficiaries (excluding the effeEthe new social security provisions for

the informal sector in India). ILO studies and was other studies on existing social
transfer schemes conclude that they are in gesbmling positive impacts on poverty,

health and nutrition, the social status of recifggnotably women), economic activity and

entrepreneurial small-scale investments (notably agriculture), and have avoided

significant adverse effects on labour market pgaiton of the poor populations they

serve. Table 3.1 presents a broad assessment ohdjfue impacts of the various cash

transfer schemes.

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

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

Income effects -

Poverty 46 9 -

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

Enrolment 30 - -

Quality 9 5 -
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.

In addition to the overwhelmingly positive sociffleets of cash transfers, the studies that
analysed their economic effects found them to bsitipe regarding entrepreneurial
behaviour in recipient families. Many families ugealt of the cash transfer to invest in
small-scale agricultural activities, including therchase of livestock. Thus, these families
sought to create sources of income that shouldpatsode some degree of protection from
future economic shocks, particularly food priceses. In Namibia, for example, the
universal old-age and invalidity pensions have stited markets for locally produced
goods and services. In developing countries —ggsin industrialized countries — social
transfers have demonstrated their capacity tosaetanomic stabilizers.
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Table 3.2

Chapter 6 describes a range of programmes in sdlecuntries. Here, it is observed that
their impact is generally encouraging, with mukiglontributions to desirable outcomes
such as nutrition, health, education, reduced ircqmverty and inequality, improved
skills and access to opportunities.

A range of examples is available to show that leimeome countries can effectively
achieve improved coverage rates in a relativelytsiitme span. It is clear that there is a
strong link between a country’s level of income dabour market structure, and the
general level of coverage achieved, but it is castaoossible for countries to make strides
with remarkable rapidity — as shown for example thg coverage for social health
protection, together with the relevant health-ceeevices, achieved in the Republic of
Korea (see table 3.2 and also further discussi@hapter 6).

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 9524
2000 100 23 954
Republic of Korea 1921 -
1980 29.8 1632
2000 100 9671

Source: ILO, 2008g, p. 20.

The review of current practices also illustrates diversity of design and arrangements to
deliver benefits. In fact, there are many ways dhieve the set of basic social security
guarantees. For health care, in most of the camtreviewed, several schemes
(social/national insurance, tax-financed schemesuchers, and so on) coexist.
Programmes also present different levels of integrawith other policy areas such as
access to basic social services or employment. aMhié government usually has the
overall responsibility for the provision of adequiéenefits, delivery can be made through
public- or private-sector (profit or non-profit) weles, with a variety of levels of
decentralization. Each approach will have its athges and its problems and, as noted in
Chapter 2, each will be historically path-dependbntiny case, the design and delivery of
benefits should be sensitive to the capacitiesgkample, ability to contribute) and needs
of beneficiaries. What matters in the end is thigbeople should have access to the basic
guarantees. It is the outcome of national socialisey strategies that matters, not the ways
and means by which countries achieve them.

The new schemes which have sprung up around tihe glave demonstrated that there is a
growing consensus emerging on the importance @nelkhg social security coverage for
all, no matter what the level of development isaincountry. This marks significant
progress towards fulfilling the human rights aspefcsocial security. It appears that this
progress reflects a stronger acknowledgment oé#isential contribution of social security
to poverty reduction and human development. Inceswmurity and access to health care
are central to the protection provided by these selvemes.

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

a substantial debate already well under way onctiraplementary question ohow’
delivery of these benefits can be accomplishednirefiective and efficient way. The
following sections introduce some of the core issofethe policy debates, exploring some
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of the competing arguments, although to do so @eraprehensive manner is beyond the
scope of this Guide. It is important neverthelesgetterate that there are a variety of ways
in which the basic set of social security guarasemuld be implemented. In this chapter
the areas of debate which are set out on incom&igetocus mainly on non-contributory
benefits, as these are emerging as the basis bftassfer and other “new” schemes in
most developing countries.

3.2 Issues in access to health care

3.2.1 Health-care benefit packages

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

ILO Convention No. 102 (Social Security (MinimumaStlards), 1952) states that health-
care benefit packages should cover all services ‘fofeventive or curative nature” related
to “any morbid condition, whatever its cause, amegpancy and confinement and their
consequences”. In detail, this means that the hepatkage “shall include at least”
general practitioner care, specialist care at talspior inpatients and outpatients, essential
pharmaceutical supplies, hospitalization where ssmg and, in case of pregnancy and
confinement, prenatal, confinement and postnated emd hospitalization if necessary.
These benefits should be provided, financed ancmzgd in a manner that avoids
(economic) hardship for the beneficiaries.

Convention No. 130 (Medical Care and Sickness Ben€fonvention, 1969) stipulates
that the need for medical care “of a curative reatamd, under prescribed conditions, need
for medical care of a preventive nature [...] shaldfforded with a view to maintaining,
restoring or improving the health of the persontgeted and his ability to work and to
attend to his personal needs”. It calls upon membérthe ILO to accept their “general
responsibility for the due provision of the bergfitrovided in compliance with this
Convention” and that they “shall take all measuesgiired for this purpose”.

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

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

these objectives are challenged at three levels:

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

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

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

goods® International collective action undertaken in tltientext will influence
priorities at the national level and may lead toans about resource allocation in

% For example, those to eliminate some cross-baraiemunicable diseases.
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the light of the strong divergence of the healttust, morbidity profile and access to
social health protection in low-, middle- and higlbeme countries. The international
development agenda, particularly as reflected @ Ntillenium Development Goals

(MDGs) related to health, also has a strong inft@enn resource allocation and
priorities set at the national level.

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

A possible approach to address barriers to acaedwealth care consists of defining
“essential” benefit packages. Such a strategy leaa ladopted by 2007 in some 55 out of
69 low- and middle-income countries (WHO, 2008b, 7). The benefit packages
provided through health protection schemes werermefd with a view to creating more
equity and effectiveness, and to address issuegedelto the conflicts inherent in
approaches of universality versus targeting ther,poationing of care, and quality.
However, many of the reforms resulted in fact mitations of access to fully adequate
health care (which should be the key to achievilwdpa health priorities such as those
enshrined in the MDGs on maternal and child healire) and lacked adaptations to
demographic and epidemiological changes, needs pecdteptions, resulting in
inefficiencies in the provision of services (ibid$uccessful countries have focused on
integrative approaches without limiting packagedotw-cost or very basic interventions
(ILO, 2008h).

Defining the content of the benefit package acewydbd health priorities is not enough;
implementation issues also matter. There are soarequisites, at the systemic and global
levels, for the successful implementation of esakiienefit packages with a view to
achieving the overall objectives of social healthtgction. They include:

m At the health system level:

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

— demand-side strengthening with a view to empowetnof the poor and
vulnerable, for example through providing vouchargonditional cash benefits
and using third party payers;

—  setting contributions according to the capadcitpay;

— use of all existing — pluralistic — health finamg mechanisms in a coordinated
way that allows for filling gaps in coverage andiawing universal access to
health services. Possibilities include creatingkdijes among, for example,
national health systems, social and community-basgemes. Furthermore,
efficiency of service provision should be institutalized by clearly defining the
responsibilities of different levels of care prostid, claims procedures, and so
on;

— ensuring social and national dialogue, infornmatnd participation with a view
to empowerment of different groups in civil society
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— creating support for quality improvement, for mde through strategic
purchasing, quality management, ensuring appr@ptiatning and decent work
conditions for the health workforce and monitoripigpvider performance and
reviews of benefit packages.

m At the global level:

— advocacy, alignment of donor funds with technicabperation and training
activities with a view to coordinated, country-owingpproaches such as the One
UN framework, Providing for Health Initiative andhet International Health
Partnership.

3.2.2 Financing of the health systems, financial pr  otection
and targeted interventions

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

Out-of-pocket payments for health care, mostlyhia form of user fees payable at the
point of service, have proven to be one of the ndisstrous factors for driving people
into poverty. As a result, many countries are ailyepursuing the establishment or
extension of social health protection, using schetasigns based on prepayment for
services, often with exemptions for the poor ands¢h most in need, from financial
contributions.

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

These developments have coincided with the widelg wiew that universal access to
health services should be achieved as quickly asilple. The corresponding financing
mechanisms are considered complementary at aktstafigdevelopment. However, there is
still significant scope for improvement in the cdioation of schemes.

An approach which has proved successful in extgndatial health protection coverage
has been to work towards equity in access to hesthices through the provision of
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3.3

benefit packages that are affordable and respoacifggally to the needs and expectations
of the population. At the country level, a sigréfitt trend is the growing introduction of

targeted benefit packages provided to the mostevabie, including the poorest. The
actual benefit package may not be identical for gilten the diverging needs, issues in
outreach, ability to pay, or other factors. At teame time, very narrowly targeted
approaches (such as disease-specific initiativemitiatives focused on certain groups)
have grown significantly in number in recent yeaany such global health initiatives

have begun to address systemic issues, providingopportunity to integrate their

experience in targeting and efficient delivery efvices into the overall social health
protection system.

Issues in income security schemes

3.3.1 Targeting based on conditions of personal inc ome or wealth

The emergence of large-scale social assistancegonoges in developing countries, within

the context of poverty reduction, has brought tebatie on targeting based on “resource”
(income or wealth) conditions to the foregroundisTtiebate is driven by a number of

considerations which include affordability, costffectiveness, income inequality, values,
rights, employment trends and political supportm8oelements of this debate are
presented below.

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

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

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

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

m  categorical benefits provided to those recognized as belongmga specific
vulnerable category of the population (for exampidigenous people);

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

Targeting is found in many tax-financed programmesviding old-age pensions, child
benefits and benefits to those in the working-agjeupation who may be unable to sustain
themselves through paid work. As noted above, @ss used in health programmes. It is
often introduced in addition to other conditionsaticess benefits such as age (i.e. old-age
pensions), place of residence (for example, ruragiammes) or behaviour (for instance,
school attendance).

Explicit arguments to support targeting are relatedffordability, efficiency and income
equality. Quite simply, it is argued that becawsgédted programmes have a lower number

% Proxy means-testing provides an alternative forfmindividual assessment, employing more
easily observed indicators of well-being that seageproxies for income, or wealth indicators
associated with poverty.
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of beneficiaries than universal programmes, theyless expensive and more sustainable.
By focusing income redistribution on the poor, &tegl interventions in theof{create the
same poverty reduction outcome with fewer resouwrned, for that reason, are more
efficient. For the same reason, targeted intergastare also seen as more powerful tools
for reducing income inequalities than universaisibution mechanisms.

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

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

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

Thirdly, the arguments above, which centre on thdiqular efficiency of the targeting

programmes, are general statements that have breeglg challenged in contexts where
the share of the poor population is high (with tasult that any “savings” resulting from
targeting are likely to be low), and the implemdiota of targeting is costly and difficult,

leading to both important inclusion and exclusiomes; such scenarios are typical in low-
income countries. More generally, it is argued thatt all methods of targeting are suited
to all kinds of benefits, or have the same effestess regarding inclusion/exclusion

" It is supposed here that well-targeted interverstinill cover the same number of poor people as
universal ones and with a similar amount of begefit

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

2 This “paradox” is described in the “classical’eliature on poverty, although challenged by
several authors.
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errors; statistical and administrative demandsvarg divergent. And in the end, the same
is true of costs.

The issue of the cost of targeting is in itself aapra for debate; it is argued that some
methods can be unduly costly. The case of meatiadgeesents an example in which the
cost of implementing the targeting method can ctoneepresent a high share of the total
cost of a programme. This arises because idenifthe poor accurately, where there is a
lack of reliable population data (and data systems)l updating this information, is very
complex and costly. Nevertheless, some programnz® lbeen able to implement
targeting through proxy means-testing at low c8dt.has been noted generally that the
more efficient the targeting mechanism is (in tewhseduced inclusion error), the more
expensive it is likely to be and the more it maydssociated with exclusion errors. In
summary, it is impossible to assess the costsrgétiag without reference to the inclusion
and exclusion errors generated. This is statedirsttbc in the conclusion of an Asian
Development Bank study (Weiss, 2004) which stat¥gith relatively high level of
leakage the expectation is that in practice magfetang measures have been high-cost
means of transferring benefits to the poor.”

Finally, some argue that targeting costs shoulde takto account not only the

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

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

Another controversial area surrounding targetingsgossible exclusion effect. On one
hand, those in favour of targeting point out tha¢ fprogrammes minimize exclusion
because their design makes them more sensitilestepecific needs and capacities of the
poor. This design sensitivity, it is argued, ishzgs more prevalent than in universal
programmes where the design is based on a “stardarsehold”. On the other hand,
others remain critical of this argumetitarguing that targeting increases exclusion by
setting conditions relating to income or wealth ethare difficult to assess, by generating
direct and indirect costs for potential benefi@ari or by being too demanding for
implementation by local institution.However, it must also be said that exclusion comes
about for reasons other than targeting or universalsuch as potential beneficiaries being
poorly informed about benefits, the difficulty otaessing benefits due to the non-
availability of banks or mail services in some aregeographical isolation, discrimination
and stigma, and so on.

While this discussion is by no means exhaustivey fimal remarks may bring this
subsection to a conclusion.

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

31 Mkandawire (2005), for instance, argues that thgopia that underpins the rationality of
targeting is also quite arrogant in that it pressitinat a standard prototype of the poor exists.

32 |ocal institutions may have a restricted capatitapply some targeting methods and for that
reason their capacity in being able to deliver fienwiill likewise be limited.
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It is important to bear in mind the technical coexity and the heterogeneity of
experiences in targeted schemes and their empbittabmes. It is these characteristics
that have fuelled, and promise to prolong, the tieba targeting according to personal
resources or status. It is also true that this tdels inextricably linked with political
factors. Beyond the purely technical issues, malitand ideology have influenced the
relative inconclusiveness of the debate on thevaglee of targeting, and fundamentally set
the context for the questions of whether to inteelwesource-based targeting and the
definition of resource thresholds that define wisoor not eligible. These questions
themselves reflect, to an important extent, difitrealue systems and the power that
different actors in the broad political aréhanay have to promote their valuesd
interests. It appears that targeted programmes érgeged an enhanced social legitimacy
during the last decade, perhaps because they ereiyml as fair in the sense that they
claim to address those most in need and, by dangan contribute to the reduction of
existing inequalities. The suspicion exists, medlayhthat the process of defining
eligibility for benefits does not always meet appiate standards of independence and
transparency.

Finally, in this area, as with many other aspe€tsoaial protection, each choice entails its
own advantages and disadvantages. It is impomacarisider these, not in isolation, but in
a comprehensive way. As shown above, improving saesmects may have negative
effects on others. The debate on targeting basedmditions relating to income, wealth or
other resources invariably tends to detach theudson from specific programme
objectives, their context of implementation and tblearacteristics of beneficiaries.
Targeting is no more than a tool whose relevanak agesign should first be assessed
according to its contribution to those objective®egarding the objective of poverty
reduction, effective targeting programmes have @now have very positive outcomes as
illustrated in Chapter 6 of this Guide. Neverths)ebey should neither be considered as
the only means of transferring income efficienttythe poor, nor as sufficient to fight
poverty alone.

3.3.2 Conditionality

Of all the new additions to the modalities of sbaacurity over the past decades, the
increasing use of conditional cash transfers (CQWs perhaps been one of the most
significant developments. Many CCT programmes argeted at poor households with
children. They are considered to be innovative distinctive for a number of reasons:
(i) for their targeting mechanisms(ii) beneficiaries receive cash instead of in-kind
benefits and (iii) the transfers are conditionain that they often impose behavioural
conditions on the individual/household in receigdt them. These conditions oblige
individuals to satisfy some action that is linkedhahuman development goals (such as
child visits to clinics or ensuring a high levelshool attendance). They continue to be an
increasingly popular means for improving human tigwaent outcomes and reducing
poverty. However, whether CCTs should remain caoonitl is not universally agreed. The
following paragraphs discuss in more detail seviesl questions surrounding the current
application and nature of CCTs. Firstly, do the ditonalities of CCTs serve human
rights? Secondly, regarding their effectiveness ttdo conditions bring about a marked
difference? Thirdly, are they promoting or limitipgor people’'s “agency”? Fourthly, are
they replicable elsewhere, given that the majarftgxperience to date has been in Latin
America?

3 “political” is understood here in a broad sensmnprising not only the political parties and
government but also other social forces and puginion in general.
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(i)

Conditionalities and human rights

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

The first argument is that human rights are undwrdil, and that since social security,
health and education represent generally-recogniathan rights it is therefore
unacceptable to “deny a person (parent or chill)ndamental human right; a violation
that might occur through the imposition and enforeat of conditionalities” (Kinnemann
and Leonhard, 2008, p. 22). From this perspecthe éxistence of conditionalities
represents a potential denial of human rights.

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

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

However, as noted earlier, conditionalities areo afslvocated from a rights-based
perspective. In fact, they have been invoked asytew promote a combination of rights
and as a means to facilitate their materializatibinis represents an important shift as,
although universal in principle, in practice rightsve remained unfulfilled for many if not
mostof the poor. In other words, CCTs may represenbncrete way to bridge the gap
between the legal basis of rights and their pratfidfiiment. It is argued that this can be
achieved because it is recognized that the sitgtknowledge of beneficiaries, and their
behaviour, are key factors for the materializatanrights. In addition, CCTs can also
positively influence the behaviour of non-benefiia who may wish to gain access to
participation. More broadly, it is argued that citiethalities bind not only the
beneficiaries, but also the public authorities teate the necessary conditions (i.e. basic
services availability) for their fulfilment. This why CCTs are now presented as a vehicle
for co-responsibility, for example in the discoursepporting theBolsa Familia
programme in Brazil. It is beyond the scope of tl@giew to carry out any extensive
discussion of supply-side benefits, but it suffitesay that CCTs tend to expose the limits
of existing basic social services and can play malde role in encouraging their
upgrading.

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

Finally, the existence of conditionalities can sgien the bargaining power of some
household members (de Brauw and Hoddinott, 2068)eby facilitating the fulfilment of
their rights and promoting their status within timisehold. This aspect can be particularly
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important for women and children, who traditionatlgcupy subordinate positions within

the household. Such conditionalities might alsoktorovercome stigma-inducing effects
otherwise associated with welfare payments (ibkinally, recent findings in behavioural

economics show that “myopic households often ua#tertactions that can reduce their
own long-term welfare (...) Conditionality offers arstraint that limits the adverse effects
of this myopia” (ibid.). In other words, CCTs mayopide a safeguard against poor
decision-making inconsistent with human developngwdls or, arguably, with the best
interests of household members.

(i) Do conditions make the difference?

One key argument advanced for preferring conditidnaunconditional cash transfer
schemes is that conditions act as a strong ineeidivfamilies to invest, in particular in
the health and education of their children. Conddiities also constitute a stimulus, if not
an obligation, for public authorities to investriglevant services when their availability
and quality is not satisfactory. In practice, CG&se demonstrated good outcomes that
tend to confirm such assertions, although relatilitle research has been documented to
date. Evaluations of the Mexican C®Fogresa which assessed the impact of imposing
education-related conditions on school enrolmendtattendance, show a significant effect
(de Brauw and Hoddinott, 2008.

That said, and as described earlier in this chapteronditional cash transfers (UCTs) can
also deliver favourable human development outcofesinstance, the United Kingdom'’s
Department for International Development (DFID) faagued that “cash transfers do not
need to be made conditional on school attendandenpact on children’s education”
(2005, p. 14). The old-age pensions in Brazil hbelped to increase school attendance
and there is evidence that the cash paid throughNamibian pension scheme has
ultimately been spent on children’s education iespf the absence of conditions. Thus, it
cannot be automatically assumed that it is the itiondlities themselves that are pivotal in
satisfying human development goals. Nevertheldss, donditional element helps to
improve the acceptability of social transfers dieeicto the poor. Conditionalities evidently
improve political acceptance of schemes, becawsertflect the social ethic of reciprocity
— that benefits for the poor, as much as other neesnbf society, should be balanced in
some way by responsibilities.

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

(iii) Poor people’s agency and CCTs

Some argue that because CCTs strengthen acceealth, keducation and better income,
they promote poor people’s “agency”. In additiolne texistence of conditionalities can
strengthen the bargaining power and status of woamehchildren within the household.
On the other hand, some see CCTs as represenfomgnaof mean-spirited paternalism,

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

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

more pronounced among households with illiteratedk® (ibid.).
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(iv)

showing little faith in the poor to know what isdbefor them and their families. As
Kinnemann and Leonhard (2008, p. 16) have argu€d,sGn this sense are “freedom
constraining”, depriving “the poor of the freedom take the appropriate decisions to
increase household welfare”. This view is echoe&agnson et al. (2006, p. 12) who point
out that there is a strong argument against camdititransfers because “the imposition of
conditionalities may unnecessarily undermine hookkhutonomy and presumes that the
poor will not make rational choices that improveithivelihood”.

Replicability of CCTs

Another important aspect of the debate is the duesof whether CCTs can be
operationalized in countries other than the “eadippters” in Latin America. Are they
really suitable and feasible in low-income courgnghere existing infrastructure is less
well developed? What is possible in large middissime countries such as Brazil is quite
different from what which is feasible in a low-imoe sub-Saharan country. As noted by
Tabatabai (2006, p. 13), low-income countries éedyt to be hampered by major supply-
side constraints, a severe lack of schools anétsliand with limited budgetary resources.
For many, there is a continuing concern that in-ilo@ome countries it might be more
effective to redirect the resources which wouldneeded to administer conditions, and
which might be better applied in improving existirgpcial services. Supply-side
constraints are obviously more pressing in poocemtries and the regions within them.
One final point is that the continuity of CCTs ig B0 means assured when governments
change.

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

3.3.3 Social assistance: From redistribution to soc ial inclusion

Among the important drivers of the increased pr@nae of social assistance programmes
is the acknowledgement that even in contexts whergributory schemes were and are
well established a significant percentage of thekimg-age population lacks the minimum
economic conditions for a decent life. As they hdeen traditionally conceived and
implemented, social assistance schemes actedeogtten the income security of the
poor, viewing them as members of society as a whotktransferring to them part of the
wealth produced by that society.

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

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

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

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

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

represents a violation of children’s rights butoalends to entrap them in lower

skilled/poorly paid jobs when adults.

Access to economic opportunities has been promneithdr directly, through the provision
of work (as exemplified in public works programmes) indirectly, by creating the
conditions for developing employability, entreprership and access to the labour market
(including input grants, access to micro-credit &radhing).

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

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

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

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

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

ESS-edited final_pourformattage 55






4.

4.1

Summary and conclusions

In summary

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

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

The core policy concepts described here emerge tlmmanalysis of, and reflect the
principles underlying, all the following instrumentthe Universal Declaration of Human
Rights, the ILO’s Constitution of 1919, the mandatefined in the Declaration of

Philadelphia of 1944, the Conclusions of the Iniiomal Labour Conference in 2001, the
Declaration on Social Justice for a Fair Global@at(2008), and the Global Jobs Pact
(2009), together with the relevant up-to-date IL@n@entions.

4.1.1 The social security development paradigm

A conceptual strategy for the Campaign to exterglassecurity coverage appropriate to
present global economic and social conditions caw e set out, resting on the

foundations of the legal bases laid out here, &edbasic principles distilled from the

ILO’s overall policy approach. This must be a twodnsional approach. The first

dimension comprises the extension of a measuracoine security and access to health
care, even if at a modest basic level, to the @piipulation. This dimension may be called
horizontal extension. In the second dimension, the objectvm iseek to provide higher

levels of income security and access to higherityuatalth care at levels that protect the
standard of living of individuals and families, evethen faced with fundamental life

contingencies such as unemployment, ill healthalidity, loss of breadwinner and old

age. This dimension may be callegttical extension.

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

The concept of &ocial protection floorhas been adopted by the United Nations Chief
Executives Board as one component of its policy@ggh to address the global financial
crisis, and was endorsed by the International Laekimnference in 2009 as an element of
the Global Jobs Pact. A social protection floorc@ceived as consisting of two main
elements that help to realize respective humansigh

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

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

The social transfer componenbf the social protection floor (ILO, 2008c, seatioA(ii))
comprises a basic set of essential social guasn¢edized through transfers in cash and in
kind typically ensuring:

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

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

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

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

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

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

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

Different countries will envisage and implementfeliént combinations of needs-based,
insurance-based and universal non-contributoryesystof social protection. The process
of deciding how to construct the basic social s floor and which benefits to
introduce as a matter of priority should be drivmnconsiderations including levels of
poverty and vulnerability, together with the avhildy of fiscal space and institutional
strength.

Presently 80 per cent of the global populationlkas than adequate (very often, far less)
social protection coverage. However, new systembagsic cash transfers coupled with
social welfare services are emerging. While fundingplementation modalities and policy
implications vary considerably, all systems thramgththe world share the objectives of
reducing the vulnerability of households and itsses, and of ensuring access to food,
health and education. During the last ten yeaish ttmnsfer programmes have sprung up

% See The Universal Declaration of Human Rightsapa22, 25 and 26.

% Including women during the last months of pregyamnd during the month immediately
following delivery.
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in approximately 30, mostly developing, countriesriwide and can be seen already to
be providing elements of a social protection fldoed by flagship programmes such as
Oportunidadesn Mexico, Bolsa Familiain Brazil, the child-, old-age and invalidity gtan
system in South Africa, and the 100-day rural eyplent guarantee scheme in India, the
number of programmes now in operation worldwidaggroaching 80, and the number of
participants between 150 and 200 million. Nevedsg| this still addresses the needs of
only a small percentage of the global populatigimg in extreme poverty.

4.1.3 Affordability and financing of the social pro tection floor

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

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

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

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

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

The core challenge for financing the basic socedusty guarantees remains that of
securing the necessary fiscal space. The widetyapieresources that countries at the
same level of GDP per capita spend on social teanshdicates that the allocation of
resources to the financing of social transfers s$seatially a matter of political
determination and priorities. “Political will” isaeded to allocate a certain share of existing
government resources for social security and teease them if needed.

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

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

4.1.4 Instrumental aspects of the ILO’s ongoing app  roach

The ILO’s basic legitimacy for all means of actiomgtably its policy recommendations,
remains its standard-setting competence. Existi@ydtandards in social security provide
an excellent basis for the vertical extension afialosecurity coverage, but are much
weaker when it comes to extending benefits to mithee basis of a minimum set of social
guarantees. While the Constitution provides a gdn@nandate, the only formal
instruments that promote universal coverage foicaanefits are Recommendations Nos.
67 (Income Security Recommendation) and 69 (Mediake Recommendation), both of
1944. While Recommendation No. 67 has been declgrad date, this is not the case for
Recommendation No. 69.

Standards provide the basis for the authority ®fyall as the basic policy orientation for,
all ILO technical advice and cooperation, includiactivities under the Campaign. The
existing instruments, the constitutional mandat¢hefILO and the Universal Declaration
of Human Rights form the legal basis for the sogigrantees in the social floor concept.
However, a mechanism consolidating the legal mandaitd providing guidance with
respect to the exact definition of the four basiargntees and the level of protection, as
well as the variety of organizational and legalisrthat the guarantees may take, would
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4.2

appear necessary to facilitate national and intermal policy formulation and guide the

ILO.

Conclusions

In the light of the discussions in September 2008ragst the participants in the Tripartite
Meeting of Experts on Strategies for the ExtensibSocial Security Coverage, based on
and going beyond the themes elaborated in the dorgg-hapters, the Chairperson of the
meeting, Mr Carlos Eduardo Gabas, compiled a summasigned to reflect the issues
discussed and to indicate the range of viewpoinmessed by the delegates to the
meeting. The Chairperson’s Summary is reproducddlliin Annex I. The Summary may
be taken, however, to point in a broad manner taumber of conclusions, however
tentatively some of these may be interpreted.

There is a clear and undoubted need for sociairdgg in the world, which is properly

addressed through the mandate and approach ofL@ge being rights-based and
instrumental. The integrated character of the IL@proach, emphasizing social
dialogue and elements such as the gender dimernisiggther with the framework of

relevant Conventions and Recommendations, is ocpér value.

The fact that major gaps remain in social segurgverage in many of the world’s
countries is of particular concern, with the reghdét it is seen to be of the greatest
importance to develop and assess hew approackis]iing those noted below.

A consensus is emerging which is fully supportfehe two-dimensional approach
to the extension of social security coverage, caingi the “horizontal” and
“vertical” dimensions of the extension of coveraigscribed above.

The responsibility for finding the optimal appobato the design of schemes and
programmes for the extension of coverage rests ®aith country individually, to
reflect their own needs and values.

Likewise, the means for funding the schemes amagrpmmes through which
extension of coverage may be achieved, and in cpdati the mobilizing of
appropriate fiscal space, must be the respongilwfiteach country individually, in
the light of prevailing concerns, constraints angpartunities, and is expected
everywhere to reflect a pluralistic approach.

While discussions relating to the extension oferage focus, inevitably, on pension
provision (for the contingencies of old age, suovship and disability), the delegates
to the meeting took note of the simultaneous ingraré of social security in relation
to health care.

Likewise, the delegates noted the importancecifas security provision in relation to
unemployment, in particular in the context of thyoing global financial crisis and
its impact in terms of lost jobs.

In the view of the body of employers, employmantd employability are critical
elements for the development of social protectiod #s financing. Government
representatives observed in particular that a tssi@l protection floor contributes to
sustainable economic development, and should beaesocial investment and as a
positive factor for competitiveness. Workers' reggnetatives also noted that, based on
rich experience becoming evident around the woaldsocial protection floor is
feasible and can strongly enhance economic andlstevelopment.
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*  The newly-formulated concept of a social protattiloor attracts consensus support.
Such a concept can be seen to follow from the Datiden on Social Justice for a Fair
Globalization adopted at the International Laboanférence of 2008, and to form an
important component of the Global Jobs Pact proataltjat the International Labour
Conference of 2009.
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PART Il

FACTS AND EVIDENCE

Part Il provides a range of factual and illustratiexperiences from social protection
systems around the world, in support of the corscaptl framework presented in Part I. It
comprises three main sections, of which the ficdigpter 5) represents a global survey of
key social security statistics. The second (Cha@teromprises a selection of experiences
from national social security systems, designedlustrate critical points in relation to
different aspects of social security provision. Thied (Chapter 7) is a broader assessment
of the impact on poverty and related “social sécissues, in the context of the rapid
growth in recent years of cash or “social” transgehemes as a widening approach to
social protection. The text of this chapter is drafwom the reviewEffects of non-
contributory social transfers in developing couesi A compendiurithe Compendium”)
compiled by the ILO Social Security Department. Tdwerview synthesis by Professor
Armando Barrientos looks at the wider direct andirgct impacts attributed to the
growing number around the world of significant avell-established national programmes
of cash, or “sacial”, transfers — specifically,the title of the Compendium indicates, those
which are non-contributory in design. The compl&empendium, comprising both a
matrix of programme-specific experiences togethith \&n analytical overview, may be
found on the knowledge-sharing platform of the I18Gcial Security Department described
in Annex IV.

In the nature of the subject of social securitywrexperiences and perspectives arise
continuously. This is reflected in the fact thag wfferent sections of Part Il have been
compiled at different times and on the basis otisties that are not necessarily
contemporaneous. The reader should be aware, #@nglrdthat full consistency of
statistical and other information as between theptdrs cannot be guaranteed. Every effort
has been made to check the various sources ohdédtthese are generally noted.
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5. A statistical analysis of the coverage gap

5.1 Conceptual aspects

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

When analysing social security coverage a numbdimoénsions need to be considered:

The first is an assessment of coverage in relation to diftercontingencies. It is
convenient to categorize the usual range of coetiogs (as listed in, for example,
Convention No. 102) according to their charactessas “long-term” or “short-term”, and
this often corresponds to the respective arrangerientheir administration in any given
country. Long-term benefits are usually regardedaasprising pension benefits to provide
income security in old age and to survivors (widens/and orphans) and those with
disabilities. Short-term benefits, usually admimist in one or more separate “branches”,
include maternity and sickness benefits, and alsome support (and related services) for
those becoming unemployed. Benefit programmes ifdims of employment injury have
both short- and long-term characteristics. Prowisidor access to health services
(including special arrangements, for example, irdato occupational health and injury
schemes) are almost always administered throughated systems.

The seconddimension of analysis looks at the distinction ethmust be made between
legal (or “statutory) and effectivecoverage. In general, a sub-group of the populaso
identified as “legally covered” for one or more fiches of social security if legal
provisions exist declaring their entittement to emge and benefits under appropriate
circumstances (for example, the right to receipemsion on reaching age 65, or to income
support if and when their income falls below a #ipet threshold). However, it is clear
that in reality the number of individuals who adlypaarticipate in any social security
system and so receive benefits, described as tfextige coverage”, is lower than this, for
a variety of reasons including the capacity to madguired contributions. The difference
between legal and effective coverage can be péatlgumarked in the case of access to
health care, for reasons which include not onharitial affordability but the physical
availability of facilities and services.

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

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

Measuring coverage is nevertheless subject to akdéficulties, notably in schemes

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

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

5.2  Statutory schemes

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

This section begins, therefore, by surveying emplegt patterns. Globally (see table 5.1),
just over a quarter of the world’s working-age plapion (one third of working-age men
and one fifth of working-age women) enjoys regutanployment (formal or informal).
Amongst those who have employment of any kind, fethhan half have the contractual
status of wage or salary worker. However, whiled@veloped economies nearly 85 per
cent of all those employed are wage or salary eyejle, this figure is only around 20 per
cent in South Asia and sub-Saharan Africa, less #faper cent in South-East Asia and
the Pacific, slightly more than 40 per cent in EAsita and about 60 per cent in North
Africa, the Middle East and Latin America and thariBbean (see also figure 5.1 below).
However, even amongst this group, not all are im& employment and so enjoy access
to statutory social security benefits. (See box ®wHich explores the links between wage
employment and social protection coverage.)

Table 51  Employees (wage and salary workers) in the labour market worldwide, 2008 (percentages)
Total Men Women

Total Total Total
Employed working-age Employed working-age Employed working-age
=100  population =100 population =100  population
=100 =100 =100
South Asia 20.8 9.7 234 15.6 14.6 35
Sub-Saharan Africa 229 13.8 29.2 205 14.4 74
South-East Asia & the Pacific 38.8 219 415 28.6 35.0 15.1
East Asia 42.6 23.3 46.0 28.9 38.3 17.6
North Africa 58.3 244 58.8 38.5 56.7 10.5
Middle East 61.5 29.0 64.4 416 53.5 15.0
Latin America & the Caribbean 62.7 38.6 60.6 46.1 65.8 318

Central & South-Eastern Europe

(non-EU) & CIS 76.6 41.5 754 48.0 78.0 35.7
Developed economies 84.3 46.6 81.7 51.8 87.5 41.6
World 46.9 26.5 474 33.0 46.0 20.1

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/kiim/ 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 establishments. 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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28.7 ...in formal enterprises
30
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i@ = ... ininformal
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W ithout contract With contract Permanent Other types of
contract contract

Percentage of wage workers covered by social protection

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

Patterns of legal coverage for social securityatio$ollow the patterns of labour market
structures illustrated in figure 5.1 and elsewhe&erough-and-ready way to make an
assessment of the scope of coverage is to coumafdr country the number, out of eight
branches of social security other than health, e/ltleere is at least one scheme existing
(even though some of these schemes may cover @mhah percentage of the population).

Percentage of wage workers among those employed worldwide, latest available year

B 1. Less than 20 per cent (30)
= | [ 2 2049 per cent (29) ?
[ 3.50-74 per cent (47)

[]14.75-84 per cent (33)
M 5. 85 percentand over (38)

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.

While a large majority of countries in Europe, ajonty in the Americas, and countries
such as Japan, Australia and New Zealand have ssheavering all eight social security
branches, only a few countries in Africa or Asiavénasuch “comprehensive” social
security systems (see figure 5.2).
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Figure 5.2  Number of social security branches covered by statutory programmes, 2008-09

M 1. Very limited statutory provision | 1 to 4 branches (30)
[] 2. Limited statutory provision | 5 to 6 branches (52)
[ 3. Semi -comprehensive | 7 branches (24)
B 4. Comprehensive social security | 8 branches (59)
[ ] 5. No information (33)

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.

Nearly all countries in the world — including loweome ones — have a statutory
programme or provisions, however limited, includedhe labour code, making provision
in case of employment injury and at least one ensicheme. Such provisions often
cover, effectively, only a small portion of the ¢alv force, being typically limited to those
in public employment and the private sector of fitrenal economy. Some, such as those
which are organized as “provident funds”, pay bigseh lump-sum form, rather than as
periodical benefits throughout the duration of atowency as required by, for example,
Convention No. 102. It is rarer to find coverage &her contingencies, such as paid
maternity leave, paid sick leave, benefits for fasi with children and (most rarely)
unemployment benefits. For the last-named contioggorovision exists in only about 10
per cent of low-income countries, about half of diédincome countries and less than 80
per cent of high-income countries (see figure 5.3).
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Figure 5.3  Scope of legal social security coverage: Countries with statutory programmes or limited

Percentage of countries with a statutory programme or a limited provision

(in the labour code)
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Sources: ILO Social security database — Programmes and mechanisms, based mainly on SSA/ISSA, 2008 for Asia and Europe;
2009 for Africa and the Americas.

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

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

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

In summary, coverage rates vary widely with respectdifferent contingencies and
between countries with different levels of develemtn Unemployment insurance
programmes are found in less than 50 per cent ohtdes, providing potentidiegal

coverage to hardly more than one-third of the werleconomically active population
(ranging from 3 per cent in sub-Saharan Africa ébween 20 and 30 per cent in North
Africa, the Middle East, Asia and Latin Americadai® over 70 per cent in Europe and
North America), but theieffectivecoverage is significantly lower (see figures d &.5).
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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

m Mandatory contributory coverage
Sub-Saharan Africa
Latin America and the Carribean Non-contributory coverage

Middle East Voluntary contributory coverage

Asia and the Pacific (mostly self-employed)

North Africa

CIs

Central and Eastern Europe
North America

Western Europe

0 20 40 60 80 100
Legal unemployment coverage in percentage of EAP

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

Total

Africa
m Contributory schemes

Arab States
Non-contributory schemes

Latin America

Asia

Central and Eastern Europe

CIS

North America

Western Europe

0 10 20 30 40 50 60 70 80 90 100

Percentage

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.

Employment injury compensation programmes existniost countries; however, the
estimated legal coverage represents less than136epe of the working-age population,
and less than 40 per cent of the economically agopulation (see figure 5.6).
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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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Sources: ILO Social Security Department based on SSA/ISSA, 2008, 2009; ILO, LABORSTA; national legislative texts; national
statistical data for estimates of legal coverage.

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

5.3 Old-age pensions

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

from about 5 per cent in sub-Saharan Africa, tgp@0cent in North Africa, Asia and the

Middle East, 30 per cent in Latin America and mtran 50 per cent in most of Europe
and North America (see figure 5.7).
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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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Sources: ILO Social Security Department based on SSA/ISSA, 2008, 2009; national legislative texts; 1LO, LABORSTA completed
with national statistical data for estimates of legal coverage; and compilation of national social security schemes data for effective
coverage.

At the same time, in high-income countries 75 part ©f older people (age 65 and more)
are in receipt of some amount of pension; in loaeme countries the corresponding mean
figure is below 20 per cent of the elderly (andhis group of countries the median figure
is just over 7 per cent, see figure 5.8).
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Figure 5.8

Old-age pension beneficiaries as a proportion of the
elderly (%)
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Old-age pension beneficiaries as a proportion of the elderly by income level, various
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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; UN data. See also ILO, GESS (ILO, 2009b).

Link: http://www.socialsecurityextension.org/gimi/gess/RessFileDownload.do?ressourceld=15144

The need to extend coverage is, therefore, mosntirgp developing countries, where
formal coverage rates are very low. Existing pemsohemes in such countries tend to
cover a restricted proportion of the workforce (mhgiin formal wage employment as
shown on figure 5.9), whereas in high-income andunnincreasing number of middle-
income countries universal pension coverage has hekieved or is close to being so.
However, with increasing longevity the “average”riwng lifetime, in proportion to the
average period for which a pension is drawn, haoine considerably shorter than
hitherto. This, together with increasing demandddog-term care of older people, means
that social security systems are coming under asing financial stress, leading in turn to
calls for reforms; these would generally resultrétatively lower average benefits for
future generations of retirees.

Meanwhile, it is observed that large numbers oEploeople, particularly in low-income
countries, are obliged to continue working maimthe informal economy, because their
pension entitlements, if any, are too low to lifiet out of poverty in their old age.
Typically, such people will have spent their woxkilife in the informal economy or in
rural areas, so will have had no opportunity tdipgiate in contributory pension schemes,
neither will they be able to benefit from sociasiasance or universal pension provisions.
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Figure 5.9

Working-age population contributing to an old-age pension scheme

(%)

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)
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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 rather sketchy picture of retirement patterns banobtained by analysing levels of
economic activity amongst the elderly, althoughdkailable data is insufficiently detailed
to be able to calculate their average ages afrexit the labour market in all countries, and
there is little information to indicate the extéatwhich delaying retirement represents a
matter of individual choice. Table 5.2 shows hotwolar force participation rates of those
aged 65 and older compare with average economicitactates for all those over 14
years. Here again, the analysis shows a clear wictyobetween developed parts of the
world and the developing countries, where effectre¢éirement” from economic activity is
rare. In sub-Saharan Africa, for example, ageing mee typically able to reduce their
economic activity rates by no more than 20 per.ca&rgtriking feature of the figures for
Africa is that this pattern has not changed betwEa80 and 2005. A similar picture is
seen in South and East Asia. The figures suggastwbmen in most regions do reduce
their economic activity to a greater extent thamras they get older, but it is obvious that
many are occupied with activities not recordeddiyolr force surveys as “employment”,
such as care-giving and running the householdtfteranembers of their families.

Table 5.2 also shows the estimated life expectaicgge 65 for men and women in
different parts of the world. The gap between ldgpectancyat birth between the
developed and developing parts of the world is Wedwn, but this gap is much smaller at
older ages. Even in the poorest countries, oncplpaeach age 65 they will live for more
than ten years on average, with profound implicegtitor their needs in terms of income
support and broader social protection.
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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+, % of  Life expectancy at age 65

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 57.9 38.4 32.7 13.36 15.33
Central America 73.6 56.6 534 34.0 16.24 18.16
South America 435 445 222 254 15.35 17.98
Northern Africa 59.9 42.9 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 7.5 15.76 19.05
Southern Europe 20.3 12.8 15.7 9.7 16.12 19.75
Western Europe 10.1 57 7.3 3.2 16.06 20.01
WORLD 40.6 38.2 18.4 215 14.39 16.95
More developed regions 21.9 19.3 12.2 12.2 15.47 18.92
Less developed regions 54.2 48.5 249 27.8 13.80 15.64

Sources: (1) Labour force participation: ILO calculations based on the ILO database Economically Active Population Estimates
and Projections, 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).

Figure 5.10 shows that the link, in terms of ineecerrelation, between old-age pension
coverage and labour force participation of oldesygbe is strong.
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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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Note: Latest available year: for country data with corresponding year see ILO, 2010b, Statistical Annex.

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.

For most OECD countries, at least, the statutorye@ge and hence the number of
pension beneficiaries represents a proportion efpbpulation over retirement age very
close to 100 per cent. For a number of reasongitiiere drawn by the statistics is a little
more complicated. Firstly, the number of pensioneminted will include “early
retirement” pensions paid at ages below the nometalement age. Secondly, it may be
difficult to count accurately the number of pensiguaid (or contingently payable) to
women, since, while many women may lack pensioitlements in their own right, they
will qualify eventually to receive widows’ pensionsigure 5.11 shows, for this reason,
that in many European Union countries, the proportiepresented by the number of
recipients of old-age pensions to the populatioerdahe retirement age is equal to or
higher than 100 per cent. However, even in thosatries for which the figure shows this
ratio to be less than one, the actual coveragefact close to 100 per cent. An example is
Poland, where the number of women receiving surgiyaensions is high.
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Figure 5.11 European Union: Old-age pension recipients, ratio to population over the legal retirement age

Female old-age pension beneficiaries as % of female old-age
population/ male old-age pension beneficiaries as % of male old age

population
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Source: ILO Social Security Department calculations based on ESSPROS (European Commission, 2009b): pension beneficiaries.

In non-OECD countries, typically only a minority thfe elderly receive any pension from
formal social security systems. The lowest coverages of all are seen in Africa, where
10 per cent or fewer of the elderly have any pensiotittement. This situation will not
improve radically in the future, even though manfrigdan countries have established
contributory pension schemes, firstly because thedgemes are “young”, with few
members who have contributed long enough to acentidements to benefits payable as
yet, but more importantly because it is rare timt more than 10 per cent of all those in
the labour force or employment contribute to anyigi@n scheme. The situation is
significantly better in countries with a longer dition of social security and a larger
formal economy (for example, Tunisia or Algeriae $gure 5.12).

The highest coverage is found in those African ¢demwhich, in addition to contributory
schemes for those in the formal economy, have reititeoduced universal pensions
(Lesotho, Mauritius and Namibia) or social assisgapensions, reaching a large portion of
the population (South Africay’

37 High coverage reflects the investment of substhréisources: Mauritius and South Africa spend
more than 5 per cent of their GDP on social segwihile the majority of the sub-Saharan African
countries allocate no more than 1 per cent of t@&hP, of which a large portion may represent
pensions payable to civil servants.
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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, 2010, Statistical Annex.

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

In Asia, also, a varied picture is seen. The dtesisuggest that relatively high coverage
levels are enjoyed by the populations of Mongolw @ountries of the former Soviet
Union. However, the overall level of expenditure swcial security in some of these
countries, taken together with other evidence,caugis that the actual pensions paid are
very low, and likely to be insufficient to keep te&lerly out of poverty. In the case of
Japan, the statistical rate of coverage is belodv@dr cent due only to the fact that many
Japanese retire much later than age 60. In most étian countries, effective coverage
rates generally range between 20 and 40 per cdpt lncontrast to the situation in
Africa, some improvements in coverage can, howdweexpected in the future. In certain
countries, policy reforms have already been unkentaa notable example being the
initiatives in China to provide at least some cager for the rural population. However,
the majority face a growing challenge to prevendespread and deep poverty among a
rapidly ageing population working mainly in the darmnal economy with no access to
contributory social security schemes (see figui8p.
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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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Note: Population aged 60+/65+, according to respective national statistics. For further details see ILO, 2010, Statistical Annex.

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

In the countries of Latin America and the Caribheaith their long history of social
security, coverage generally reflects the proportaf those working in the formal
economy (30-60 per cent, with the exception of s@adbbean islands where the formal
economy is larger). In Brazil, the statistics irade that access to contributory pensions,
combined with tax-financed rural and social pensjoresults in the majority of the
population receiving some income support, althoogimy are still not covered. Bolivia,
which introduced small universal pensions seveedry ago, has also succeeded in
covering a large portion of the elderly, but as #widence shows, there are still many
people who, legally, should be receiving benefitt, are not covered by the system (see
figure 5.14).
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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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Note: Population aged 60+/65+, according to respective national definitions. For further see ILO, 2010, Statistical Annex.

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

The examples above show that globally there is wadg diversity amongst countries of
coverage rates for old-age pension benefits, imetuthose that have achieved the highest
levels. Empirical assessment leads to the observdhat, in fact, the most successful
countries in this regard are those that have camgatéed contributory pension schemes
with the introduction of non-contributory pensiopsyable immediately so as to reach, if
not all of the elderly, then those most urgentinéed.

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

Similarly, the global pattern of pension coverags A strong gender dimension. In most
countries, women are under-represented in the foeoanomy and are, accordingly,
proportionately under-represented amongst the iboidrs to social insurance pension
schemes. When women do participate in such scheinés,often the case that their
contributions are made at relatively low rates duse they tend to be employed in poorly-
paid jobs) and for fewer years than men in comparamployment (because they interrupt
their careers for child-bearing and other care amsjbilities), with the overall result that
their final pensions are disproportionately low.dddition, the annuitization process in
pension schemes based on individual savings mayt nesrelatively low pensions for
women reflecting their comparative longevity.

Other characteristics of pension systems which nad@pending on circumstances, be
reflected in relatively low average pensions paigdvbmen include the likelihood that their
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Figure 5.15

Old-age pension recipients as a percentage of population above

legal retirement age

pension rights are derived from those of their lansls, rather than directly accrued, and
the difficulty of establishing a satisfactory ba$is dividing pension rights in case of
divorce. Nevertheless, the broad global pictumis in which most men and women alike,
having spent their working lives in the informabeomy, receive minimal or no pension
benefits at all, with the result that their incosszurity in old age depends on accumulated
assets, in the form of savings, a house perhamsttick and land, together with family
support mechanisms.

In summary, although average indicators of coveragg vary between lower levels
(Africa) or higher (Europe), a significant gendapgs observed in all regions: in nearly all
countries coverage in old age for women is muctelotluan for men (see figures 5.15 to
5.17). It seems likely, given the multiple souradsgender imbalance in contributory
schemes, that the overall imbalance could be redtibnly through the extension of
pension rights to women in non-contributory scheraesl those providing universal
minimum guarantees.

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

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

82

ESS-edited final_pourformattage



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

Figure 517 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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The world is ageing. Table 5.3 shows that, whilenraad women aged 65 and over now
represent 8 per cent of the world population, figjare is projected to increase to 16 per
cent by 2050. The majority of the elderly live iauntries where, at present, only small
minorities are covered by any form of pension sawrand where social security in
general, including affordable access to essenéalth-care services, is a luxury: over 60
per cent of the elderly now live in countries cifisd by the UN as “less developed”. In
2050 the projections indicate that the elderlyhiese countries will comprise nearly 80 per
cent of the world’'s elderly population, of whom f6r cent will live in Asia, and more
than half of whom will be found in China and Indaéone. The table also shows the
predominance of women amongst the elderly in gilores.

Table 5.3  Projected elderly population, proportions in 2010 and 2050 (percentages)
Population 65+ as % of  Proportion of population  Proportion of women
world population 65+ 65+ in total population (%) among 65+ (%)
2010 2050 2010 2050 2010 2050
World 100 100 8 16 56 55
More developed regions 37 22 16 26 59 57
Less developed regions 63 78 6 15 54 55
Less developed regions, excluding China 41 56 5 13 55 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).

5.4  Social health protection

In general, a larger percentage of the world pdfmnehave access to health care services
than to the various cash benefits provided throgmtial security. Nevertheless, the ILO
(2008g, pp. 23-31) has previously estimatétat nearly one-third of the world’'s
population lacks any access to health facilitied aervices and, for many more, the
expenditure necessary to obtain health care magecéinancial catastrophe for their
households in the absence of adequate social heg=dthction to cover or refund such
expenditure.

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

m  social health protection is closely linked to fln@ctioning of a specific economic
sector — the health sector, necessitating an agipre@ich integrates the needs and
demands of beneficiaries with concerns regardireg ghpply of health care, the
availability of health infrastructure, the sector®wvn health workforce and
employment opportunities and administrative cagadihe situation on the supply
side determines, to a large extent, potential acteguality health care services in a
country;
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m  globally, a significant proportion of funds fonéincing health care is paid directly in
the form of out-of-pocket payments to providers hafalth care, such as health
facilities, doctors, nurses, pharmacies, and sdromany countries, such payments
are observed despite the fact that nominally fesdth care should be available.

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

Issues to be addressed in an approach to effdat@ecial protection include the risk of

impoverishment due to catastrophic health evehésirticidence of out-of-pocket payments
paid directly to providers, transport costs to rehealth-care facilities, particularly in rural

areas, and the capacity of individuals to meetay¥ents.

Effective access to health services, medicines heeadth-care commodities requires the
physical availability of health-care infrastructuend equipment, personnel, medical
supplies and products and the provision of servicesan affordable and adequate basis.
Services must be accessible to all, even in distaeas, and be affordable. Further
dimensions of effective coverage relate to the adeg and quality of health services,

gender-specific requirements and their acceptapitit example to indigenous people.

In many countries the problem of providing equi¢alsiccess to health-care services
regardless of a person’s place of residence iseaard people living in rural areas

typically have significantly less access than thiosarban areas. Figure 5.18 provides an
important illustration, showing that the (globaBrpentage of births attended by skilled
health personnel is lower in rural than in urbagaar for all except high-income countries.
This difference is, however, much higher in lowane countries, where typically the

majority of the population lives in rural areas.

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 percentage 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 Information System (WHOSIS) (WHO, 2009a).

ESS-edited final_pourformattage 85



Further analysis shows that such observed urbaal—uifferentials reflect not only
differences in physical availability of health-cagervices in specific geographical areas,
but also lower general levels of income and weaftihouseholds in rural areas. Figure
5.19 shows differences in access to maternal hsatthces by wealth quintile. In middle-
income countries, the figures show that for the lthésst 20 per cent of households the
proportion of births attended by skilled healthgoemel is nearly twice as high (1.7 times)
as for the poorest 20 per cent of households. frirast, for the group of low-income
countries, the corresponding differential betwdes wealthiest and poorest quintiles is a
ratio greater than three (3.3 times), and in mardjvidual countries the differential is
greater still.

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 percentage 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).

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

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

3 The impact of intensity of poverty is measuredtiby difference in the normalized poverty gap
before and after health payments. It indicates haweh more each household has to contribute in
order to bring all the poor above the poverty limeause of paying for health services.
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Figure 5.20 shows the overall range of out-of-pogikeyments among low-, upper-middle-
and high-income countries. In low-income countrieze than half (55 per cent) of health
expenditure is on average covered by out-of-poplgments, although in many countries,
such as Cambodia, India and Pakistan, people maylddr up to 80 per cent of total
health expenditure with only a small portion of {hepulation covered by any form of
social health protection mechanisms such as tagefdirservices or social or community-
based insurances. The corresponding average figuoait-of-pocket payments in middle-
income countries is 41 per cent, while in high-imeocountries it is 14 per cent. Figure
5.21 shows that there is a strong correlation batwéhe share of out-of-pocket
expenditure and poverty incidence.

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. SEC/SOC calculations.

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 a day)
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Note: The figure differentiates between shares of out-of-pocket expenditure among country groups with different incidences of
poverty (measured as the proportion of people living on less than US$2 a day).

Source: World Health Organization Statistical Information System (WHOSIS), 2008, Geneva. SEC/SOC calculations.
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An important objective of social health protectisrto ensure the affordability of services
for workers and their families in both the infornaad formal economies. Affordability,
for this purpose, means the absence of financialdos to households receiving health
services when in need, and embraces aspects ofbo#ss to services to all in need and
the prevention of health-related poverty. Affordiftpican be assessed in terms of the share
of out-of-pocket health-care expenditure made biioasehold in its total household
income (or expenditure) net of subsistence experaiion food and basic housing), which
may be compared with a selected threshold value.dgtermination of such a threshold
value (beyond which household’'s out-of-pocket Heaxpenditure is deemed likely to
have a catastrophic impact on its financial sitgtiideally requires research on actual
household spending patterns; the selected levekteitainly vary amongst countries, and
may also do so amongst households at differennirclevels. However, a broad but still
useful approach, based on global patterns, mayt pdim households living above
subsistence levels) to a threshold beyond whichstaiphic health expenditure is deemed
notionally unaffordable — for example, in one recstudy*® — at a level of, say, 40 per
cent of the household income remaining after stdrsi® needs. In all circumstances, it is
important to take into account the ability of hdusiels to afford any required paymerifs.

In low-income countries, the capacity to achievg kealth policy targets, such as those
specified in the Millenium Development Goals, imgrally a matter of concern in view of
the limited availability of funds. Per capita publhealth expenditure amounted to
USS$(PPP)29 in low-income countries in 2007 companedS$162 in middle-income and
US$2,342 in high-income countries (see figure 5.R@yver-income countries, in general,
show higher levels of private health expenditur@ntipublic, but this simply reflects the
limitation of access to the wealthier sectionshafit populations, and does not compensate
low public expenditure in such a way as to promatésersal coverage. The impact of
inadequate or low funding in poor countries iseetitd in statistics such as the rates of
death due to communicable diseases, which are.4ent higher in low- and middle-
income countries than in high-income countries whbey account for only 7 per cent of
all deaths (Deaton, 2006).

3% This definition is on the basis of the WHO defimit of “catastrophic health expenditure”; see
Scheil-Adlung et al., 2007.

0 Convention No. 102 (Article 10) says: “The benigiig or his breadwinner may be required to
share in the cost of the medical care the beneficieceives in respect of a morbid condition; the
rules concerning such cost-sharing shall be sogdedi as to avoid hardship”; and its Article 71
points out additionally that financing of sociateaty in general “should avoid hardship of persons
of small means(italics added).
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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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Source: ILO calculations based on WHOSIS (WHO, 2009a).

Countries use a range of different sources of fieafor social health protection. Figure
5.23 shows that in 2006, while public sources wérficing, state budgets and social health
insurance schemes dominated (in terms of averageghted by size of GDP rather than
population) in Europe, CIS, the Middle East andafiscountries, private expenditure
dominated in Africa, whereas in North America, bathmerica and the Caribbean,
financing came from private and public sourcesimghly equal parts. The ultimate source
of the majority of public health-care financing Adrica, North and Latin America, the
Middle East and CIS is general taxation, whereaksia and Central and Eastern Europe,
social insurance financing dominates. In Westerropel — again on average — health-care
financing comes in almost equal parts from soceslitn insurance and state budgets
(general tax revenues). Private health insuranedgpninates, exceptionally, in the United
States. In all regions of the world, the generablef out-of-pocket spending is observed
to be between 1 and 2 per cent of GDP. Howeverlewhi some countries (Europe) it
forms only a small portion of overall health spewgiin others (low-income countries, see
figure 5.20 above) it constitutes more than haliotél health expenditure.
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Figure 5.23 Health-care financing levels by source of funds, 2006 (percentage of GDP)
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Source: ILO calculations based on WHOSIS (WHO, 2009a).

All countries, but particularly those at low inconawels, are concerned to maximize the
fiscal affordability of social health protectionof=some, notably in sub-Saharan Africa and
Asia, scarce domestic resources are supplementdd fareign aid. For all, however,
affordability can be maximized by the efficient pion of primary, secondary and
preventive care, the use of generic drugs, andmnigitig providers’ prices through, for
example, accreditation mechanisms. Benefit packabesld be designed with a general
view to maintaining and improving, as much as mstp health, and guaranteeing
individuals’ ability to work.

Progress towards universal coverage can be achieapidlly, even in low-income
countries. Figure 5.24 illustrates progress oweetin nine selected countries.
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Figure 5.24
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Sources: ILO, 1927 (for years 1920 to 1925); OECD, 2005 (for years 1970 to 2000).

In the 1920s, countries such as Austria and Gerrhaiyin place statutory coverage for
some 30 per cent of their total populations, wbileers (for instance France and Norway)
had formal coverage rates of around 20 per cedtJapan only 3.3 per cent. Fifty years
later, each of these countries had achieved bet@@eamd 100 per cent coverage, at which
time their levels of per capita GDP ranged betwd&%$1,997 (Austria) and US$3,985
(Canada). In 1980, the Republic of Korea coveredes80 per cent of the total population,
and recorded a per capita GDP of US$1,632; by 2008d achieved 100 per cent formal
coverage, with a per capita GDP of US$5,429, byctviime the comparator countries had
advanced to GDP levels three times higher. Thisptetion by the Republic of Korea of
its coverage for social health protection was tlachieved with a much greater
compression of both the timescale and economicoitgp®espite this example, however,
in many countries even legal coverage — not to imermffective access to health services
—remains very low (see figure 5.25).

Formal health coverage: Proportion of the population covered by law, latest available year
(percentages)

B 1 — Less than 10 percent (21)

== 7| [0 2— 10 to 40 percent (12) ;>
Il 3 —40to 70 percent (13)
[14 —70to 95 percent (14)
Bs5—95 percent and over (50)
[ 16 — No data (87)

Source: ILO, 2008g.
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Table 5.4

Table 5.5

In many African countries, total formal coveragenaens below 1 per cent of the total
population, for example, in Mali, Niger and Ugan@able 5.4), while even in Latin
America, where countries typically introduced thiist public insurance schemes many
decades ago and have mobilized multiple vehicles docial health provision,
legal/statutory coverage is far from complete @ahb), with rates remaining at or below
65 per cent in countries such as Bolivia, El Sabwvaahd Honduras.

Population with formal social health protection coverage, selected African countries, 2007
(percentages)

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

Percentage of population with formal
social health protection coverage 5.0 0.2 250 20 03 07 0.1

Source: ILO, 2008g.

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 Total (%)

Argentina 374 57.6 4.6 14 100
Bolivia 30.0 25.8 10.5 0.0 66.3
Colombia 46.7 53.3 100
Ecuador 28.0 18.0 20.0 7.0 73
El Salvador 40.0 15.8 1.5 57.3
Haiti 21.0 38.0 60.0
Honduras 52.0 1.7 1.5 65.2
Nicaragua 60.0 7.9 0.5 68.4

Source: Mesa-Lago, 2007.

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

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

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

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

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

Combining these indicators is fairly complex, betwapproaches are becoming available
for statistical analysis through proxy indicatoes)yd figure 5.26 offers one means of
visualizing the result of such an analysis. Coesthiave been grouped into five levels of
“vulnerability” defined by two criteria: (i) perctage of population below a poverty line of
US$2 per day; and (ii) wage employment as a peagentf total employment as (an
inverse) proxy for the extent of the informality efhployment, and the groups represented
in the “concentric” pentagons shown in the diagrarhe highest vulnerability group
includes countries with highest poverty incidenaed dowest proportion of wage
employment.

Figure 5.26 Multidimensional health coverage deficit for countries at different levels of vulnerability

Formal health coverage deficit:percentage
of the population not covered
100

Access deficit: percentage of the
population NOT covered
4 .6lue to health professional staff deficit
(Ref. median value in low vulnerability

Outcome indicator: Maternal mortality
ratio
(per 10 000 live births)

Relative deficit in per capita health

Out-of-pocket expenditure as a spending (total except out-of-pocket) /
percentage of total health expenditure Ref. median value in low vulnerability
group of countries

e=\/ery low level of vulnerability @ |_ow vulnerability
e Medium vulnerability emm==High vulnerability
emm=\/ery high vulnerability

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

The five axes of the figure represent the selestt@f coverage indicators. The key results
for countries classified as the most “vulnerable”terms of the above criteria — the
outermost pentagon — show that nearly 90 per cktheo population lacks any formal

(legal) coverage. This deficit is confirmed by titber indicators, including the low level

of financial protection with more than 50 per cehtotal health expenditure covered by
households’ out-of-pocket expenditure. These c@esitalso have the highest maternal
mortality ratio of 82 deaths per 10,000 live birtrsaverage and the highest deficit in per
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capita spending with a median value of 85 per daraddition, the access deficit indicator
measured by the relative density of health profesds shows that nearly 75 per cent of
the population in these countries may have no actedealth services due to lack of
medical personnel.

Further technical details may be found in relev® studies* However, figure 5.27
illustrates in more detail the global access defishich is estimated at one-third of the
global population having no access to health sesviwhen in need. The deficit ranges
from 75 per cent in low-income countries to juséw per cent in high-income countries.

Figure 5.27 1ILO access deficit indicator, 2006 (shortfall of skilled medical professionals as a proxy)
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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 primary care delivery, which is 25 per 10,000.

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

*1 For exampleSocial health protection: An ILO strategy towardsuersal access to health care?
(ILO, 2008g) uses values for Thailand as a benchkr&? skilled medical personnel per 10,000 of
the population and arriving at an estimate of cd@rper cent not covered). In this document we
establish our benchmark by reference to the VWM@Id Health Repor{2006) report: “It has been
estimated that countries with fewer than 25 headtie professionals (counting only physicians,
nurses and midwives) per 10,000 of the populataled to achieve adequate coverage rates for
selected primary health-care interventions as pided by the Millennium Development Goals
framework” (p. 11).
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6. Country experiences

This chapter explores a diverse range of expergemcsocial protection schemes currently
operating in countries around the world. Some ofs¢h schemes are still under
development. The majority are selected to showpthepects for effective and successful
implementation; however, it is also useful to exaanihe consequences for individuals if
effective protection is limited or absent in anyagi country. The section, for example, on
Sierra Leone highlights the implications in relatim coverage for essential social health
care.

6.1 Essential health care

6.1.1 Thailand

In Thailand, health-care coverage under the ausmtéhe government consists mainly of
three components: employer-provided schemes prdovigethe government for its own
employees; health insurance under the Social Sgddgalth Insurance scheme (SSO);
and the universal health-care scheme (WHO, 205D, 2004b).The employer-provided
schemes consist of the Civil Servant Medical Bén8heme (CSMBS) and the State
Enterprises Medical Benefit Scheme. The CSMBS ovgovernment employees,
pensioners, and dependants (spouse, parents, amdon® than three children under 20
years of age). The State Enterprise Medical Berfeheme covers State enterprise
employees and their dependants. In order to extendrage to private formal economy
workers, the Social Security Act was implementedl®®1, thereby creating the Social
Security Health Insurance (SSO). It initially prded health protection for enterprises with
20 or more workers, and in 2002 coverage was egtbtal include all enterprises with at
least one employee. But in 2001 Thailand took dceddstep towards achieving full
population coverage in health care by introducingnaversal health-care scheme, now
popularly called the “UC scheme” (earlier knowntlas “30 Baht” scheme). The scheme
offers any Thai citizen who is not affiliated eithi® the SSO scheme or the CSMBS
access to health services provided by designatswictibased networks of providers
(consisting of health centres, district hospitatsl @ooperating provincial hospitals). An
overview of key features of the social health prtiten schemes is shown in table 6.1
below, while table 6.2 shows some summary stagistindicators of social health
protection achieved through these schemes.
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Table 6.1  Thailand: Overview of social health protection, 2007
Characteristics SSO CSMBS uc
Membership Private employees Government employees,  Self-employed and those not
public-sector workers and  covered by CSMBS and
their dependants, including SSO
parents, spouses and
children
Type Compulsory Occupational benefit Compulsory
Financing
Source Contributions by employees, General taxes General taxes
employers and the government of
1.5% of payroll each (reduced to 1%
since 2004)
Authority Social Security Office Ministry of Finance National Health Security
Office (NHSO)
Provider payment Capitation Fee-for-service Global budget and capitation
Benefits Outpatient and inpatient services in ~ Outpatient services in Outpatient and inpatient
public and private facilities; maternity public facilities; inpatient ~ services in public and
benefits; immunization and health services in public and private facilities; maternity
education; cash benefits private facilities (emergency benefits; immunization and
cases only); maternity health education
benefits; annual physical
check-up benefits
Access to a Through a contracted hospital orits  Member is free to choose a Through a contracted
provider network; with registration provider hospital or its network; with
requirement registration requirement
Source: J. de la Rosa/Scheil-Adlung, 2007.
Table 6.2  Thailand: Selected indicators of social health protection, 2007 (percentages)
Selected social health protection indicators Percentage
Total formal coverage as % of population 977
(State, social, private and mutual health insurance schemes) ’
Total health expenditure as % of GDP 3.3
Out-of-pocket payments as % of total health expenditure 28.7
Out-of-pocket payments as % of private health expenditure 74.8

Source: ILO, 2008g.

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

As of 2006/2007, the overall legal coverage forlthesurance in Thailand reached
almost 98 per cent of the population. Of this feguabout 75 per cent represented UC
scheme coverage and the balance through SSO andBEStdverage (figure 6.1)
(Jongudosmuk, 2006). Thailand’'s pluralistic applodtas, therefore, succeeded in
achieving near-universal coverage in a relativalyrsperiod of time.
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Figure 6.1 Thailand: Social health protection coverage, 2006
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Source: ILO, 2008g.

The role of the UC scheme has been crucial in giogi social health protection to the
poorest in society, especially informal economy keos whose health-care needs inspired
the development of this scheme. However, an isetidoybe adequately addressed is the
fact that out-of-pocket payments continue to regmes significant proportion of total
health expenditure (28.7 per cent in 2007, compyisi4.8 per cent of private health
expenditure, as shown in figure 6.2).

The pluralistic development of both targeted anidensal schemes on a coordinated basis
is a particular feature of Thailand’'s approach txial health protection, and has

successfully mobilized a range of revenue souiicefjding general government revenue

and earmarked taxes together with contributions preimiums, hence accelerating

progress in increasing coverage, especially ofpiber. The main areas of cooperation

between schemes include management of the infamatystem, standards of health

services and health facilities, and the claim amtltasystem (Sakunphanit, 2008).

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

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

6.1.2 Ghana

Formal health insurance is relatively new in Ghaman though support in times of need ,
such as for health care and in bereavement, hasgregided for many decades through
traditional informal networks based on social capsnd solidarity. While health care has
been available, largely on a cash-for-service dejivbasis, the growing inequalities
inherent in the system have long been troublingl have led most recently to the
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implementation of the National Health Insuranceedeh (NHIS). Its stated mission is “to
ensure equitable universal access for all residehtShana to an acceptable quality of
essential health services without out-of-pocketnpayt being required at the point of
service use”. Act 650 identifies three major typéhealth insurance in the country:

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

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

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

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

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

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

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

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

The benefit package of the NHIS includes genergbatient services, inpatient services,
oral health, eye care, emergencies and maternity, @acluding prenatal care, normal
delivery, and some complicated deliveries. A fepedalized” items only, including HIV
antiretroviral drugs and “VIP” accommodation forsipital inpatients are excluded from
the health insurance package. According to the dlatiye Instrument (LI), which
accompanied Act 650, about 95 per cent of all ésdereeds or common health problems
in Ghana are covered.

Data from Ghana NHIS headquarters in Accra indi¢hst in 2008 some 12.5 million
Ghanaians, or 61 per cent of the total nationaufaijon of 20.4 million, had registered
with the NHIS (NHIS, 2009).The largest numbers of members, in absolute teamnss,
from the Ashanti region (2.8 million), the Brong &b region (1.5 million), the Greater
Accra region (1.4 million), and the Eastern redib million). Of the total enrolled, some

“2 The NHIS defines the core poor as “adults who amemployed and do not receive any
identifiable and constant support from elsewherestovival’ (Ghana NHIS, 2007, p. 6).
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6.3 million (or slightly more than 50 per cent) ateldren under 18 years of age, 867,000
(or 6.9 per cent) are over 70 years of age, ang0803(or 2.4 per cent) are classified as
“indigent”, all of whom are in principle exempteain contribution payments (ibid.).

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

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

multiple social health protection schemes rangimgnf community-based schemes to a
national health insurance scheme for different gsoof the population and bringing them
progressively into alignment. The experience hewicates that an important key to

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

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

expenditure (table 6.3).

Table 6.3  Ghana: Selected indicators of social health protection, 2006 (percentages)
Selected social health protection indicators Percentage
Total forme}l coverage as % of populatior) 61
(State, social, private and mutual health insurance schemes)
Staff-related national access deficit as % of population 66
Total health expenditure as % of GDP 4.5
Out-of-pocket payments as % of total health expenditure 68.2
Out-of-pocket payments as % of private health expenditure 100
Source: ILO, 2008g.

6.1.3 Mongolia

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

to mobilize additional financial resources for thealth sector and provide financial

protection for the low-income and vulnerable popiala Universal coverage is being

approached through enrolment in the insurance msystnd although this has been

achieved by virtue of extensive public subsidiesdpecific population categories, such
subsidies are being reduced gradually as some gitigulcategories, such as herdsmen,
become economically self-sufficient. As shown ibléa6.4, coverage rates are high among
most population groups and amount to 77.3 per aftiie total population.
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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 246
Herders 56.4
Others 81.2
Legal coverage as % of total population 773
Out-of-pocket payments

As % of total health expenditure 33

As % of private health expenditure 91.1

Source: ILO/WHO/GTZ/ADB, 2008.

The benefits package specification is on an inetubiasis, but has not been implemented
in full; it is felt to have promised more than cdlle delivered, in particular in terms of
guality. However, the Mongolian Constitution (Ad6.6) guarantees: “the right to the
protection of health and health care” and recognikat these rights include the provision
of free health care for the poor. The Health Ac18988 states that: “certain types of health
care and services shall be provided to the citibynthe State free of charge, as provided
in the Constitution”. The law lists services togrevided and conditions to be treated free
of charge regardless of whether or not the patienbhsured. These include, inter alia:
emergency and ambulance services; tuberculosisecamental diseases, pregnancy,
birth, and postpartum care; and treatment for iegucaused by natural disasters, sudden
accidents, or contagious diseases. The Governnasnthie authority to update the list of
diseases whose treatment is free of charge arsdue regulations governing the provision
of free treatment. Thus the dual approach of intooty a social health insurance scheme
for the general population, complemented by spetak-funded services, has enabled the
country to approach near-universal coverage.

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

6.1.4 Sierra Leone

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

rural areas, leading to significant inequalitieadtess to health services.

Currently, domestic health services are financegelg by out-of-pocket payments (100
per cent of private health expenditure, in the abseof private insurance), mostly
representing expenditure on drugs. Public healtidiig comprises, to a great extent,
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Figure 6.2

external technical assistance. Despite signifieffiorts to improve the situation, per capita
spending on health has decreased since 2003 frouot Bt$$4 to US$1.5.

Vulnerable groups, such as children under fiveoslthildren, pregnant and lactating
women, the disabled and those over 60 years ofshgeld in theory receive free services
but, as shown below, the policy is not clearly iempented and there are many examples of
patients having to pay for “registration” and cdtisg a doctor or a nurse (ILO, 2008I).

Against this background it is not surprising thateaentPilot survey on social security
priorities and needfleeve, 2007) identified the most commonly peredivisks as
“sickness” (mentioned by 89 per cent of respondefitecoming old” (60 per cent) and
“occupational injury” (45 per cent) (see figure )6.2Sickness” ranked first amongst
perceived risks, and all groups of respondentsad® and gender) indicated, despite the
high incidence of poverty in the country, their limigness to pay social security
contributions at probable rates in the range af B per cent of their monthly income. In
these circumstances, the Government asked the dLOndertake an assessment (ILO,
2008) aiming at improving social health protectiparticularly for the poor.

Public perceptions in Sierra Leone: Social security priorities and needs, 2007
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Sickness Becoming old Occupational injury

Source: Cleeve, 2007.

While the health-care system in Sierra Leone igatdtarized by very high costs and
consequent low utilization rates of services, ttameno vehicles for efficient risk-pooling

(insurance schemes). The main strategies adopteatiebfsovernment therefore include
extending generalized social health protectioniding partnerships with stakeholders, and
focusing on primary health care with a view to impng not only disease prevention and
control, but also maternal and child health. A miyemphasis is placed on providing
services, free in theory, to the most vulnerabléha population: schoolchildren, children
under five, pregnant women, lactating mothers up2enonths duration and citizens over
60 years old. However, as noted above, it is dlieatr the policy of free provision is not

generally implemented. Staff numbers are inadedtizaed health-care faciliies and

equipment of low quality so that, in reality, accés health care is very poor.

*3 There is a severely critical shortage of qualifitaff outside Freetown; for example, in Kailahum
district WHO'’s recommended doctor-to-populatioricatf 1:12,000 is nearly 25 times below this.
Out of ten newly trained physicians around eighli V@ave the country after graduation. The
country’s only medical school has an average anowigiut of eight doctors (ILO, 2008l).
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The current funds available — including donor furdsre evidently insufficient to deliver
even the most basic and essential health serviokapa to the population. The
Government is currently, therefore, investigatinggible strategies within a framework of
extended social health protection. The existing asd allocation of funds is being
assessed with a view to improving the aspects wkyecsolidarity and efficiency, together
with the development of an essential benefits pgekaf primary care that can be
effectively delivered. Longer-term sustainabilityllwequire that dependence on donor
funds be replaced progressively by domestic fundinganized on a basis of risk-pooling.
A major component of the Government’s overall corqgolicy stance is to enhance local
responsibility through decentralization and decotregion as a result of which, following
the Local Government Act of 2004, responsibility fwrimary health-care facilities has
been transferred to the District Councils. Respulitsi for tertiary level care, however,
has been retained at the national Government level.

6.2 Income security: Old age

The most dramatic increases presently observedcialssecurity coverage worldwide are
being achieved through non-contributory social sfan schemes for income security.
About 30 developing countries have already sucuo#ggbut in place elements of basic
social security packages through such social tearmfogrammes. Examples include the
Bolsa Familiaprogramme in Brazil and th®portunidadegprogramme in Mexico, while
in Namibia, Nepal and South Africa tax-financed ibagension systems have been
successfully implemented. ThH&olsa Familiaprogramme, which is perhaps the largest
social transfer scheme in the world, presently cov® million people at a cost of about
0.4 per cent of GDP. South Africa has also greathgnded the coverage of its child grants
system to more than 4 million recipients over tis Hecade. In India the 100-day national
rural employment guarantee scheme (NREGS) hasrodled out nationwide (see section
6.5.1 below), while a new Act has been passed todate the extension of basic social
security coverage to about 300 million people wherenvhitherto not covered. However,
the possibilities of progressive extension, evemirch poorer countries, are illustrated by
the case of Nepal, where the first steps have neenliaken to extend the reach of its
universal pension scheme by means of reducing ¢éneflh age from 75 to, eventually,
65 years.

The evidence shows that something can be done ssfotlg almost everywhere, as
suggested by a meta-studyundertaken by the ILO and based on analysis ofitaB6
“primary” studies of the modern cash transfer pangmes that have been developed in
some 30 developing countries during the last tesrsy@nd that are already providing
elements of a social transfer floor (see Chaptaalde 3.1). These programmes already
reach between 300 and 350 million beneficiariescl(ghing the new social security
provisions for the unorganized sector in India).ilAstrated in the section below, existing
non-contributory social transfer schemes have ipesimpacts on poverty, health and
nutrition, the social status of recipients, notablomen, economic activity and
entrepreneurial small-scale investments, notablggnculture, while avoiding significant
negative effects on the labour market participatibthe poor populations they serve.

6.2.1 South Africa

The principal goal of a pension system is to olvjatverty in old age. The social pension
programme in South Africa was extended to the braefority population gradually over

* Much of the evidence and argument presented heréaken from Cichon et al. (ILO,
forthcoming).

102 ESS-edited final_pourformattage



the 1980s and 1990s and now reaches around 2i@mbkneficiaries (ISSA, 2008). Until
the recent introduction of Child Support Grantsg #ocial pension constituted the most
important source of support for poor householdghécountry. A new law was approved
by the National Assembly in 2008 with a view, aseted for example in an ISSA
assessment, to facilitating and equalizing acaetiset social pension through the reduction
of the age of pension eligibility for men to matblat of women at age 60; the change will
be phased in over three years, so that by 201&érlyene aged 60 or older who satisfies
income criteria for the social pension will haveualgaccess. For 2008, South African
Rand (ZAR) 1.2 billion (equivalent to over US$15@lion) was allocated to provide for
age equalization of Old Age Grants (ISSA, 2008).

The pension provides a monthly benefit of arounéTBto those beyond the pensionable
age and who live in poverty. The social pensiomians-tested and tax-financed; the
annual cost of rather more than ZAR13.2 billionatgs to about 1.4 per cent of GDP and
makes up 38 per cent of the Department of Sociale@@ment’s total cash transfer
expenditure (HelpAge, 2009).

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

Impact

Although pensioners are the direct recipientss itvidely acknowledged that the social
pension is shared within, and effectively suppdfie, poorest households (Ardington and
Lund, 1995). The evidence indicates that the implgtation of the pension scheme has
been effective, not only in preventing many vulidegpensioners from falling into long-
term poverty, but also in limiting the depth of poty actually experienced. According to
HelpAge International (2003, p. 14) the poverty gaquld be “two-thirds larger for South
Africa, if the non-contributory pension income weoebe removed, and the indigence gap
would be one-fifth larger”. The same report alsdi¢ates that the pension reduces
household vulnerability, as recipient householdswslgreater financial security and a
lower probability of experiencing a decline in higi standards (ibid. p. 21).

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

Concerns have been expressed that the pension sahem have a negative impact on
labour market participation through creating disimives for those of working age to seek
work in general, particularly if that would requiraigration away from their homes.
However, no firm, statistically-based evidence a@ppé¢o have been adduced in this regard.
In fact, Posel et al. (2004, p. 17) suggest thaterwe the social pension is significant,
which it is in the case of female labour migrarke effect is positive. Our results also
suggest that pension income received by women feglyi may be important not only
because it helps prime-age women overcome incomstreants to migration, but also
because it makes it possible for grandmothers pp@t grandchildren.” More generally,
in the view of Sagner (2000, p. 547), the impactsocial bonds has also been quite
significant in that the pension has played a roleeintegrating the elderly into socially
significant roles. For instance, “old age pensiaese not only of direct economic value
but also of eminent social and symbolic significgihc
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It does appear, however, that there has been somelation of the development of the
pension scheme with household composition; a lamyesehold survey (9,000) conducted
in South Africa in 1993 found that “households withnsion income have more children
than average, 2.28 as opposed to 1.69” (Case aaniel 996, p. 11).

6.2.2 Namibia

Impact

The Namibian non-contributory pension aims, like touth African scheme, to reduce
poverty among the elderly population. The pensias Wrst introduced for white citizens
in the 1940s (under South African administrationthaf territory) and was extended to the
whole population in 1973. Under the present laMamibian citizen residing in Namibia
(who is not outside the country for a period of entitan six months), and is above the age
of 60 years, is entitled to an old-age pensions Emtitlement is unconditional, regardless
of any assets, income and/or other pensions frofmeatk contribution schemes, an
entitlement extended on an equal basis to eachgmamsrich and poor alike (Shleberger,
2002, p. 5). In 2001 there were about 100,000 heages. Approximately 95 per cent of
eligible individuals received the pension in 20@bmpared with about 48 per cent in
1993-94. Beneficiaries receive about US$30 (Pellz@@7, p. 4) per month, and the total
cost is equivalent to about 0.8 per cent of GDH{Age, 2009).

Research in northern Namibia showed that one-quirtene-half of pension income may
be invested in productive enterprises (reportetieipAge, 2006, p. 5). The programme
has also been credited with encouraging small prisess (Barrientos and Scott, 2008, p.
18) and stimulating micro-economic trade and infragure (Devereux, 2001, p. 33;

DFID, 2005, p. 17). Moreover, pension income hasilted in pensioners becoming more
credit-worthy (Devereux, 2001, pp. 34-35). Somenigicant multiplier effects have been

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

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

families” (DFID, 2005, p. 17).

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

The social pension is known to have affected hanldetomposition. Children have been
sent to grandparents in the hope that their pensioome will support them. This is
notably the case in “missing middle generation”$eholds, where one or both prime-aged
adult parents has died as a result of AIDS. A comgriticism of social security schemes
that are child-oriented (where a household/caregligible when a child is living with
them) “is that they can lead to families takingnmore children in an attempt to secure
more income from the cash transfer scheme” (SaweCthildren et al., 2005, p. 35), and
the possibility that families will “import” childme from the wider family in this way in
order to maximize their transfer entittements iguregly of some concern to policy-
makers. Nevertheless, there is substantial eviddrwatdhe outcome of grandparents caring
for children and using pension income for theirgup and welfare has on the whole been
positive.
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6.2.3 Brazil (Previdéncia Rural or “rural pension”)

Impact

The specific aim of this programme is to reducegpivand vulnerability among older
people engaged in rural employment and who areuded from social insurance schemes
(Barrientos, Holmes and Scott, 2008, p. 27). Biszlrrent rural social pension scheme
dates back to the 1991 Social Security Act andigesva hon-contributory pension to both
men and women (aged 60 years and 55 years andrespectively) who participate in the
“rural family economy” (Schwarzer and Querino, 280@. v) and who can demonstrate at
least 15 years of participation in agriculture, flelery sector or similar activities. The
rural pension scheme reaches 7.5 million people ebst of 1.5 per cent of GDRnd
provides benefits which include old-age and sumsvpensions, together with disability,
maternity, sickness and work injury benefits . Temefit is linked to the minimum wage
which is presently equivalent to about US$200. Phegramme is largely financed by
general taxation (Ministério da Previdéncia So@&l08; Ministério do Desenvolvimento
Social e Combate a Fome, 2008; Banco Central dsilB2908).

A study reported by HelpAge International (2003, p#-15) suggests that the presence in
a household of a recipient of a non-contributorggd@n may be associated with a reduced
incidence of poverty among household members g as 21 per cent. Schwarzer and
Querino (2002, pp. 12-13) also found that the rpeatsion scheme plays a key role in
poverty alleviation at the rural level. They comintirat:

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

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

... for a large number of municipalities and evéaies ... the rural pension scheme has a
strong regional income redistribution function. &pproximately 40 percent oPard’s
municipalities, for example, the volume of incomantsfers to families via social security is
larger than the fiscal equalisation transfers rambi by the 15 respective municipal
administrations from the official Federal and regibfunds (thé'Fundo de Participacdo de
Municipios” and the'Cota-Parte do ICMS)).

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

... the local rural trade unions, known“&ndicato de Trabalhadores RuraifSTR), as well
as their regional and national associations (thgiorml FETAGRI and the national
CONTAG), fund their activities in part with the mwe of a “Solidarity Contribution” of 2
per cent of the pension, paid in exchange for #nwises provided by the trade union at
retirement.
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6.3

Income security: Child benefits

6.3.1 Brazil (Bolsa Familia)

The Bolsa Familia(“family stipend”, referred to as BFP in some $&3)l was launched in
2003 and is generally considered to be the largesditional cash transfer (CCT)
programme in the world. It came into being afteg therger of four pre-existing cash
transfer schemes in Brazil. In 2008, it covereduatb11.35 million families (estimated to
number 47 million people), corresponding to abmé-quarter of Brazil's population. The
budget for the programme in 2008 was US$5.5 bilffb@.3 per cent of GDP (Ministério
do Desenvolvimento Social e Combate a Fome, 20@9vas expected that coverage
would be extended to cover 12.4 million familiestbg end of 2009 (Ananias de Sousa,
2009).

The programme has a number of specific objectif@sto reduce current poverty and
inequality by providing a minimum level of incomer fextremely poor families; and (b) to
break the inter-generational transmission of pgveyt making these transfers conditional
on the compliance by beneficiaries with “human demament” requirements (for example,
children’s school attendance, attendance at vatocmalinics, and arrangement of pre-
natal visits). Thdolsa Familiaprogramme was conceived by the Brazilian Goverriragn
part of an integrated set of social policies. Td¢vsers food and nutrition security, social
assistance (including psychosocial services), trasisfers and basic social services. More
recently, the PlanSeQ programme has been estahlidies aims to help beneficiary
families obtain professional qualifications andpae them for employment in jobs that
are in demand (notably in the tourism sector). éntty, some 212,000 people are engaged
in PlanSeQ activities. In order to set higher ldwainan development goals, it is required
for eligibility that individuals must have compldtat least the fourth grade of schooling
(Ministério do Desenvolvimento Social e Combateaeg, 2009).

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

Families enrolling in the programme must agreentsuee that three main requirements are
fulfilled: (i) prenatal and postnatal monitoring) fiutrition and vaccination monitoring for
children from 0 to 7 years old; and (iii) at le&8t per cent school attendance for children
aged 6 to 15 years old and 75 per cent for teeadgem 16 to 17 years old (ibid.). At

4> Ministério do Desenvolvimento Social e Combateoin€. 2008 UN exchange rate for January
2009: US$ = Brazilian Reals (R$)2.3.

“5 Furthermore, very poor households can receivetiaddi variable benefits for each child up to a
maximum of three children (0-15), for adolesceds—(7) and in case of pregnhancy. Very poor
families can receive up to R$182 per month in tdfalouseholds have a monthly income between
R$60 to R$120 they can receive additional varidtdrefits depending on the number of children,
adolescents and pregnant women. The transferemmétit can be as much as R$120. However, in
such cases there is no entitlement to the basiat dMinistério do Desenvolvimento Social e
Combate a Fome, 2009; www.mds.gov.br/bolsafamiligfograma_bolsa_familia).
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Impact

present, some 795,000 (7 per cent) families hawk thair benefits blocked pending
investigation as to whether they are fulfilling ttenditions of the programme.

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

Bolsa Familiareports that its targeting is relatively accurated hence that it achieves a
high level of effectiveness in benefit delivery: &®r cent of its reported benefit
expenditure is paid to families living below thevpay line (half of the minimum wage
per capita) (Soares et al., 2006, p. 1). This assest is corroborated by Lindert et al.
(2007, p. 116) who state that the programme hasrsleaceptional targeting results: “with
73 per cent of transfers going to the poorest deiand 94 per cent going to the poorest
two quintiles”. However, there is evidence elsewhef considerable leakage. In another
study conducted by Soares, Ribas and Ororio (20i8),inclusion or leakage error,
defined as the ratio of non-poor (the beneficigrieghe total number of beneficiaries, was
measured at 21 per cent in 2004 and 45.1 per c@@d6.

The rates of school attendance, drop-out and sefeaol progression indicators have all
been found to be improved for children assistetheyprogramme as compared to children
living in similar non-beneficiary households. Acdorg to the impact assessment
performed by CEDEPLAR (2007), the probabilities afildren’s non-attendance and
dropping out are respectively 3.6 and 1.6 percenpnts lower for families within the
programme as compared with their non-benefitingntenparts. However, it was found
that the children in participating families arefatt four percentage points more likely to
fail to advance in school. One probable reasorhigris that most of the children targeted
by the programme have never attended school bafatghus start their schooling with a
lower level of educational attainment, with theuleshat they have difficulty in keeping
pace with their peers.

Surveys such as that conducted by the UniversiBeoshambuco indicate that beneficiaries
of Bolsa Familiaspend the majority of the money on food (in raadas approaching 90
per cent), children’s health and education (scHmmks and stationery) and children’s
clothing (Duarte et al., 2008).

As Lindert et al. (2007) point out, the programnas kdemonstrated a significant impact on
poverty and inequality. Results of the “annual fetwdd survey (PNAD, 2004) show that
the BFP accounted for a significant share (20-26 qent) of Brazil's recent (and
impressive) reduction of inequality and 16 per adrihe recent fall in extreme poverty”.

No significant negative impacts on labour supplydisincentives to work have been
demonstrated. The International Poverty Centreutatied, on the contrary that in 2004 the
labour force participation rates in beneficiary fiss were 2.6 percentage points higher
than for non-beneficiaries. Female labour marketigpation is 4.3 percentage points
higher in beneficiary families as compared to nendficiaries, and the differential was
found to be as much as 8 percentage points highdreneficiary families in the poorest
income decile (Soares, 2008).
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6.3.2 Mexico (Progresa/Oportunidades)

Impact

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

Oportunidadeshas now become the principal anti-poverty progranoh the Mexican
Government. The programme has an authorized buafddS$3.6 billion that represents
approximately 0.32 per cent of GDP. The deliversts@f the programme amount to about
4 per cent of transfer payments (SEDESOL, 2008)stated objectives include helping
poor families in rural and urban communities toeistvin human development by
“improving the education, health, and nutritiontleéir children — leading to the long-term
improvement of their economic future and the cooseatjreduction of poverty in Mexico”
(World Bank, 2009a, p. 1).

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

The International Poverty Centre (2007, p. 1) obserthat the targeting of the
programmes has been “outstanding”. Soares et@0.7(2. 14), state that “80 per cent of
income from Oportunidadesgoes to the 40 per cent poorest Mexicans”. However
exclusion and inclusion errors are relatively higthe proportion of all of the poor in
Mexico who receive benefits fro@portunidadess estimated at only 30 per cent, while in
terms of the inclusion error, some 36 per centenfdficiaries can be categorized as non-
poor (Soares et al., 2007, p. 2-3). Furthermoreh Berogresa and subsequently
Oportunidadeshave made an important contribution to decreasieguality. While the
share of total income represented@yortunidadeshas been very small, at about 0.5 per
cent, analysis by the UNDP’s International PovéZgntre indicates that the programme
has been responsible for about 21 per cent inggualiuction, as measured by the Gini
index, which fell by approximately 2.7 points dithe period in which the study was
conducted (Soares et al., 2007, p. 1).

The Progresa/Oportunidadeprogramme has improved child health, had a sicpuifi
impact on increasing child growth and has redudedprobability of child stunting for
those in the critical age range of 12—-36 month®(8&s, 2005, p. 56). It has engendered
similarly positive results for adult health, asesssnents show members of beneficiary

" Oportunidadegrovides monetary educational grants to partigigatamilies for each child less
than 22 years of age who is enrolled in school betwthe third grade of primary and the third
grade of high school. The grant consists of thdofahg: US$12.5 per family consumption
supplement; US$8-16.5 per child in primary schoad ponth and US$15.5 school materials per
year; US$24-30.5 per child in secondary schoolmpenth plus US$20.5 school materials per year;
up to a maximum of US$75 per household per montaregge household benefit is 21 per cent of
household consumption (Barrientos, Holmes and S&fi08, p. 68).
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households to be significantly healthier than thpegers. On average,Pfogresa
beneficiaries have 19 per cent fewer days of difficwith daily activities, 17 per cent
fewer days incapacitated, 22 per cent fewer dayed) and are able to walk about a 7 per
cent longer distance than non-beneficiaries”(ibid.)

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

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

As in the case of Brazil'8olsa Familia no statistical evidence has emerged to suggest
that the programme might be associated with waskhdentives. The regular reports show
“no reduction in labour force participation ratéther for men or for women” (Skoufias,
2005, p. 38). However, according to Molyneux (20p7,29), “the programme did not
generate employment opportunities for school leavbat would enable the cycle of
poverty to be overcome”. This could indicate a nded more direct measures to
complement the scheme in order to overcome batoegatering the labour market.

6.4 Income security: Other cash transfers

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

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

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

These have been credited with achieving significadtictions in child labour, even where
this is not an explicit objective of the programne Ecuador estimates indicate that the
main CCT,Bono de Desarrollo Humandas been influential in reducing the prevalerfce o
child labour by some 17 percentage points (Schadyfaaujo, 2006, p. 1). Evidence of a
similar impact in relation to reduced levels ofldHabour can also be found with the Cash
for Education Scheme in Bangladesh (Ravallion andddd, 1999, pp. 6-17), the
Familias en Acciénprogramme in Colombia (World Bank, 2006, p. 161 d&ed de
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Proteccion Sociain Nicaragua (Maluccio and Flores, 2004, pp. 4§-#8ftazil, on the
other hand, has implemented a dedicated prograrhen®rograma de Erradicacao do
Trabalho Infatil (“The Programme for the Eradication of Child Laliy which has been
effective in reducing not only general child labobut also, specifically, the worst forms
of child labour (Yap et al., 2002, pp. 13-14 an{l. Aevertheless, the evidence that CCTs
are by themselves effective in reducing child lakisinot conclusive and further research
is needed into the possible inter-relation with eottfactors which may, jointly or
separately, account for the observed declines.

CCTs are strongly associated with significant intpaon household consumption and
nutrition. For example, in families benefiting fraitme programmeé-amilias en Accionn
Colombia, by comparison with those in non-bengditiamilies “children under 2 years
grew taller by 0.78 cm in urban areas and 0.75rcnuiial areas. Rural children aged 2—6
grew 0.62 cm taller” (de la Briere and RawlingsQ@0p. 10). Furthermore, “in rural areas,
children aged 2-4 gained an additional 300 gramgewthe same age urban children
gained nearly 500 grams” (ibid.).

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

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

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

6.4.1 South Africa

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

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

The improvement in the programme’s operational otiffeness following its
transformation from a conditional to an unconditibibasis is thought to reflect the
removal of a range of formal and informal admirtitre bottlenecks (Standing, 2002, p.
208; Orton, 2008, p. 45; Samson et al., 2006, .p. 8)

Impact

Woolard (2003, p. 9) assessed the scheme in nelatiohildren under age 7 and estimated
that “assuming that all those eligible ... registarthe CSG, household poverty would fall
to 28.9 per cent, ... that poverty among childreisfabm 42.7 per cent to 34.3 per cent
and ultra poverty falls from 13.1 per cent to 4&t pent”. More broadly, his estimates
indicate: “the grant system also strongly reduoesjuality — the Gini coefficient (on [the
basis of] per capita household expenditure) faisnf 0.67 before grants to 0.62 after
grants” (ibid. p. 11).

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

6.4.2 Zambia (Kalomo District pilot social cash tra  nsfer scheme)

The aim of the programme, implemented in the Kald@isirict of Zambia as, in effect, a
“pilot” for wider extension, is the reduction of teame poverty, hunger and starvation,
with a focus on households headed by the elderty thnse caring for orphaned and
vulnerable children. The scheme is a cash tranpfegramme for critically poor
households, relying until now on funding by Zambidbnor partners, and is unconditional
in the sense that benefits are not determined tye&t means test of income or wealth.
Households at the outset of the scheme receivedlalenefit of Zambia Kwacha (ZMK)
30,000 per month (equivalent to about US$6, présentreased to ZMK50,000 per

“8 |n 2000 the South African Cabinet appointed a Cdttem of Inquiry into Comprehensive Social
security ... which examined the shortcomings of thisteng system”. The inquiry was led by Prof.
Viviene Taylor (see Samson et al. 2006, p. 8).
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month), paid to the head of household (Barriertttudmes and Scott, 2008). This sum had
been estimated to cover the cost of a meal a daywas not expected to lift people out of
general poverty, but to preclude critical poveAythe outset, coverage amounted to 1,027
households numbering 3,856 individuals (Save thdd@m et al., 2005, p. 21). The
coverage is targeted (and at present limited td'capped”) at 10 per cent of the most
vulnerable population in the area covered, 10Qpat of critically poor and 20 per cent of
the poor (Barrientos, Holmes and Scott, 2008). gdtential cost of covering all destitute
households in Zambia has been estimated at US$liérmivhich equates to 0.4 per cent
of GDP, or 4 per cent of annual aid flows (ibid.).

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

School enrolment rates have improved in the programarea, particularly for 5—6-year-
olds and for 14-15-year-olds (MCDSS and GTZ, 2@&6). The number of households
not sending at least one of their children (age8y-tb school were reported to have
decreased, following the implementation of the sadefrom 41.4 to 33.8 per cent (ibid. p.
37). In addition, overall absenteeism from sch@d Heclined by 16 per cent (DFID, 2005,
p. 18).

Nutritional indicators have improved quite subght The proportion of households
living on one meal a day is reported to have dese@éom 19.3 to 13.3 per cent, while the
proportion having two meals a day remained the samgehouseholds having three meals
a day increased from 17.8 to 23.7 per cent (MCDSGT&, 2006, p. 43). Similarly, the
percentage of households in which members repatifidfeeling hungry after a meal
decreased from 56.3 to 34.8 per cent, and the p@age of households who felt able to eat
“enough or just enough” rose from 42.6 to 65.2qmatt (ibid., pp. 43-44).

An increase in productive activities has also bebkserved, with individuals allocating
cash to investment in income-generating activitesecent evaluation found that as much
as 29 per cent of the transfer was spent on lickqigoats for breeding, oxen to help with
ploughing) and agricultural inputs (Save the Claitdet al., 2005, p. 27; DFID, 2005, p.
18). Female beneficiaries also created a “jackpotChilimba’ system for investment, of
the rotating savings type, based on groups of finembers, each of whom contributes
ZMK5,000 (approx US$1) per month at the time of @E scheme distribution, paid to
one member, who in this way has a sum availablZMK50,000 (being the monthly
benefit of ZMK 30,000 plus ZMK20,000 from the othgnoup members), which can be
effective as an investment in small-scale econauiivity. In subsequent months, each of
the group members in turn has access to thistia¢8chubert, 2004, p. 10).

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

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

the programme’s selection mechanisms not beingsparent, and confusion over the

selection criteria (Save the Children et al., 200533). There is no evidence, however,
that traditional safety nets, while weak, have béamher weakened by the scheme.
Neighbours still, for example, collect water an@\iood for the infirm (ibid. p. 34).
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6.5 Income security: Working-age population

6.5.1 India (NREGS)

The Indian National Rural Employment Guarantee 8eh@NREGS) was established in
the passing of the corresponding Act (NREGA) in20hd its design strongly reflects the
earlier employment guarantee scheme limited toState of Maharashtra (MEGS). As

Samson et al. (2006, p. 104) suggest, it is hopatlthe NREGS “will create valuable

infrastructure, supporting pro-poor economic depalent ... [and] change the relations of
power in rural communities, supporting rights fbe tpoor that may foster greater social
equity”. A feature regarded as being of criticabortance is its establishment under an
Act, which confers statutory rights on beneficiarizshereas a “scheme” lacking statutory
authority may be prone to short-term change acogrth the demands of expediency. In
theory, the Constitution of India safeguards thghtrito work, although questions are
emerging about the “rights” perspective underlyMBEGS, particularly because poor,

often illiterate, households, cannot easily readizeh rights in practice.

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

The allocation for the programme from the natiomaidget for the financial year
2006/2007 was Rs11,300 crores (approx US$2.5bithio0.3 per cent of GDP). Official
cost estimates of the scheme, once fully operdtiaaage from Rs40,000 to 50,000
crores, suggesting that the budget for the schemlel peak at 1.5 per cent of GDP; there
are differing views on the affordability of the gramme.

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

Impact

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

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

As a scheme for employment creation, as much asoftial protection, MEGS “created 90
million person-days of employment in 1997” (Samsoral., 2006, p. 13), while creating
few disincentive effects: “workers seek higher wageployment and take advantage of
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better opportunities when they become availableid(). Concerns have been raised,
however, as to the quality and conditions of thekwavovided through the scheme, and the
possibility that it may have unduly induced chidbbur.

Dev (1995, p. 136) observes that MEGS has beeriasso with reducing poverty, noting
that: “microstudies reveal that the share of tattome that comes from MEGS
(microstudies) has ranged from one-third to tweethi Although MEGS income may not
have allowed patrticipants to ‘cross the povertg’lint has helped reduce the intensity of
poverty”. Samson et al. (2006) argue moreover thatprogramme has contributed to
higher market wages for agricultural workers, inyartb economic power and solidarity.
They suggest that: “the scheme successfully imgrodee income stability of poor
households, reducing their reliance on usuriouditreroductive asset sales and hunger as
responses to income shocks” (p. 13).

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

Nevertheless, commentators have observed a nunfberoblems in relation to the

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

reasons including a failure to provide childcarscdminatory wages and the particular
burden long distances to work sites place on wofBamson et al., 2006, p. 13).

Secondly, assessments indicate that the effecegenfedelivery of the MEGS is relatively

poor, noting for example that “from 1979 to 1988 thon-poor participation rate rose
from 39 per cent to 55 per cent while the proportibthe poor not participating rose from
81 per cent to 86 per cent” (ibid. p. 13). The levleadministrative efficiency and high

level of costs (at times, up to 150 per cent oflg@nefits, perhaps reflecting corruption
and financial leakages) has also been criticizbdl.( Barrientos, Holmes and Scott, 2008,
p. 49).

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

6.5.2 Chile (Solidario)

The stated purpose of tlsolidario programme introduced by the Government in 2002 is
to eradicate extreme poverty in Chile. Providingiategrated programme of support to
households in extreme poverty and initially covgriapproximately 165,000 such
households, the programme grew to cover 225,00Gdimids by 2007 (IPC, 2007),
representing the estimated number of indigent Hmlde in the country. The overall cost
is equivalent to approximately 0.02 per cent of GBRrrientos, Holmes and Scott, 2008,
p. 32). The cash transfers to eligible househotdsdasigned to enable them to meet the
fixed and variable costs of water and sewage (up ¢eiling) together with a “schooling
subsidy” for each child actually attending primanyd (part of) middle-school education.
The maximum initial level of transfers is equivdlém about US$20; the amount reduces
over the first two years and is payable for a maximof five years (ibid.).

A feature of the programme is that the cash trassdee complemented by a period of
“psychosocial support”. Over the first six montpayticipating households are assigned a
local social worker with whom they work to identiénd address their deficits in several
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dimensions: registration, health, employment, inepaducation, and household dynamics
(Barrientos, Holmes and Scott, 2008). Minimum Ievate set as targets for each of the
different dimensions (common to all householdshi& programme), with the expectation
that households will be able to overcome extremeerip through achieving these. Thus
the scheme is seen as going beyond a single-thepreach towards a “system” based on
“bundled” provisions tailored to meet the specifieeds of households that are hard to
reach (Galasso, 2006, p. 3). The effectivenessnéfit delivery and targeting has been
favourably assessed (ibid. p. 14).

The fact that social workers work directly with Isetolds participating irSolidario
means that there is a high level of general awagenésocial services in the community,
assessed as an increase of 20—-30 per cent rdiathan-participants (ibid. p. 20.), and is
regarded as usefully facilitating “empowerment” bR satisfaction with the programme
is favourably assessed.

Owing, however, to the small size of this CCT,ashmade a very modest contribution to
decreasing inequality. Soares et al. (2007) statedeed, among all inequality-reducing

factors in Chile, cash transfers were the leastomamt” (p. 17), and statutory social

security incomes are assessed as being many times effective than CCTs in this

regard. However, the same commentator observesitttia¢ CCT share of total income in

Chile was larger, we would expect an impact as laghthat observed for Brazil and
Mexico” (ibid.).

Individuals enrolled in the programme exhibit aywstrong take-up of the labour market
programmes it includes. There have been signifigaereases in participation in public
employment/labour reinsertion and training prograsntor example, “participation rates
increased by around 30 percentage points in urteasaand about 14 percentage points in
rural areas for self-employment programmes” (Gala8806, p. 15). However, to insert an
important cautionary caveat, while there is a gneatillingness to participate in labour
market programmes, which might increase the emptoynprospects for participating
households in the medium term, “the results dotraislate into current gains in their
labour supply. There is no sign of improvementstled share of members who are
employed, nor on the share of members who havelestamployment” (ibid.).
Nevertheless, rather than quell the willingnessvtok, the programme seems to have
encouraged individuals to seek to improve theieptial employability.

Evaluations of the programme’s educational effetiggest a significant and consistent
increase in the likelihood of having children betweour and five years old enrolled in
pre-school. In both rural and urban areas the &ffir pre-school enrolment are in the
range of 4-6 percentage points. School enrolmenthifiren aged 6-15 years has
improved between 7 and 9 per cent relative to remtigpation in the programme (ibid. p.
18). As part of the bundle of schemes includedetineas a statistically significant take-up
of literacy and education programmes. The impacthef programme on health is less
significant: it seems to have promoted the enrotroéeneficiaries into the public health
system by 2-3 per cent in urban areas and 3 pdricemral areas. Health visits for
preventive care were also up by 4—6 percentagdasfanchildren below six years old and
6—7 percentage points for women (ibid. p. 19). plegramme has had positive impacts on
the psychology of those covered. Covered housetsa@ldm to have an improved outlook
and are more optimistic about their future socioreenic status.

6.5.3 Bangladesh (Targeting the ultra poor)

The multi-dimensional social assistance programmaya asChallenging the Frontiers
of Poverty Reduction — Targeting the Ultra PO@@FPR/TUP) has been implemented in
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Bangladesh since 2002 by the large non-governmengalnization BRAC in partnership
with the Government of Bangladesh, and funded ygialesh’s Donor Consortium.

CFPR/TUP was designed to reach the very pooregil@aéo rural Bangladesh, a group
which assessments showed not to have benefitedastibfly from earlier interventions,
despite the overall value of these in combatingeptyvin the country. The programme
design is described as being based on “ladderedegic linkage”, combining cash
transfers (grants rather than loans) with skilisning, health promotion and a range of
wider social and advisory components. An exampléeflatter is legal advice on issues
such as marriage and domestic violence; this iscpdarly relevant as a large proportion
of the “ultra poor” are women. The TUP is also daed in such a way as to facilitate the
“graduation” of participants to a stage at whickythmay be able to join a microcredit
programme, which is a further component of BRACttiplio. By 2006, the cost of
CFPR/TUP per household was approximately US$300amahd 70,000 households were
covered.

Targeting of the programme is assessed as haviag bery effective, with the baseline
finding that 98 per cent of participants selectad Food consumption below the poverty
line (Barrientos, Homes and Scott, 2008, p. 18).

The welfare benefits of CFPR/TUP have been obseiweghrticular, in terms of reduced
“food deficit” and malnutrition amongst participanBarrientos, Holmes and Scott (2008,
p. 18) and DFID (2005, p. 19) report that projessessments found CFPR/TUP
participants to have fared better than comparisongs in terms of improved quantity and
nutritional quality of food, to the extent that ‘lseholds without enough to eat had been
reduced from 97 per cent to 27 per cent within fears”, and a reduction in severe
malnourishment among children under five by 27 eetage points for participants as
against 3 percentage points for the comparisonpgrblie income-generating aspect of the
programme was also assessed as having been sutcesf cash transfers at levels
around US$100 per household in 2002 enabling theraalation of asset values of up to
US$300 by 2005 (Barrientos, Holmes and Scott, 2p088).

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

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

Other studies, such as Hossain and Matin (2004, gfhave empirically observed less
tangible but nevertheless beneficial outcomes ef TWP programme in terms of local
democracy, an increase in “social pride” and aes@fdocal autonomy, and “inclusion” in
a number of aspects. There is evidence, for exantpkt ultra-poor women who
previously had no prospect of access to local gouent resources (warm clothes in the
cold weather, relief goods) are now better placeskture such statutory rights (ibid.).

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

6.6.1 Three Latin American countries

Table 6.5

In Argentina, Chile and Uruguay (ACU), approximgt€l 24 per cent of the employed
labour force can be classified as independent wsrkaost of whom work in the informal
economy. An analysis by gender of independent werkethese countries shows that the
percentage of women in own-account employmentvigidhan for salaried employment.
Amongst employers, the percentage is even lower,gifeat majority being men. For
example, in Argentina women account for 44 per césialaried employment, but only 33
per cent of self-employment and 26 per cent of eygsk. Likewise, in Chile the share of
females in total employment, which by regional d&ds is very low, is about 36 per cent,
while for self-employment the proportion is only gér cent. While men predominate in
self-employment, the numbers of women are muchtgraa employment in domestic
service, reflecting a strong element of occupatisagregation.

Table 6.5 presents social security coverage datarployment classification for the three
countries. In Argentina and Uruguay, which have daaory affiliation and contribution

schemes, coverage of independent workers is sligivbr 35 per cent; while in Chile,
where contributions are voluntary, it reaches @Wyper cent.

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 85.2 773
Salaried with a contract 96.8
Salaried without a contract 243
Independent workers 374 27.0 35.7
- Employers 714 64.3 85.3
- Own-account 31.6 20.6 25.6
Own-account without fixed location 6.4
Own- account with fixed location 33.2
Total 54.2 70.3 65.5

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

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

m independent workers represent an important siahe @mployed labour force;
m  employment in these categories, which has lon@ieead outside the scope of social
security coverage, is observed to increase duringjscperiods and economic

downturns — the times when social protection istmeeded:;

m  social protection systems as traditionally streediuand administered have generally
overlooked rights and obligations in relation torkeys;

9 The share of self-employment in those countrietlisiguay 27.8 per cent (for 2005), Argentina
25.3 per cent (for 2005) and Chile 23.1 per cemtZD03).
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(@)

(b)

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

m  such legal provisions as exist granting socialuggc coverage to independent
workers tend to be scattered throughout the sacidllabour legislation, and should
now be rationalized (for an example in Argentina BEFEySS-OIT, 2007).

Argentina

There are three different schemes, two at natiewal and one for the provinces.
(i) General national scheme for independent work@tgdnomos)

A structural reform of the retirement and pensigstam was undertaken in 1994 to
establish a national mixed scheme called the latedrRetirement and Pension System
(Sistema Integrado de Jubilaciones y PensioneSIJP). Later, in 2008, the private
component of the scheme was taken into public obrititegrating the mixed scheme in a
single defined-benefit publicly managed programmaked Sistema Integrado Previsional
Argentino (SIPA). This system covers workers aged 18 yearabove who work in an
employment relationship in the private and the jmudctors or who carry out independent
for-profit activities.

(i) Simplified scheme for small contributors (Marilouto)

Independent workers who fit the definition of “sin@bntributors” may choose to register
in the simplified scheme known 8fonotributo(single tax). This is a national system that
integrates a simplified scheme for both income ealde-added taxes with the pension
system.

(iii) Provincial social security funds covering weirsity graduates

There are a number of provincial social securitydil designed to cover professional
workers who are exempt from making contributionsthe national system. There are
about 76 such funds for professionals, with appnetely 500,000 university graduates
affiliated.

The current structure results in a wide varietycolerage and benefits for different
categories of workers, including salaried employéeparticular, access to benefits such
as family allowances has not been contemplatedate tbr independent workers. The
general scheme does not provide health coveragmdependent workers, although it is
within the scope of the simplified scheme. Similasues, naturally reflecting their

respective national situations, are observed ih Bdtile and Uruguay.

Chile

Until the 2008 pension reform, independent workeese not mandatorily required to join

the pension system in Chile, although affiliatioasampossible on the basis of voluntary
contributions. Under the reform, however, thoseepehdent workers who file income tax
returns are being gradually enrolled into mandatorymbership in a process that is
expected to take seven years, starting in 2009.

The reform is aimed at providing a comparable detights and obligations for both

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

(© Uruguay

Three systems are open to independent workersnaragescheme for so-called “one-
person economic units”, thdonotributoscheme and the pension funds for professionals.

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

The retirement and pension syste, managed by tk&lS8ecurity Institute Eanco de
Prevision Social- BPS) was reformed in 1996, thus instituting aedithree-tier system.
The first tier operates on a defined benefit (PAY®asis and is called the
“intergenerational solidarity pillar”. It is managiéy the BPS. The second tier comprises a
mandatory defined-contribution scheme organizedutin individual savings accounts
(capitalization system) that are managed by priveitens. The legislation also
contemplates a third tier, similar to the secone,arhannelling voluntary savings for
workers with incomes over a specified level.

(i) Monotributo scheme

This system was established in 2001 and centresaospecial system, called
“Monotributd, of tax treatment for very small businesses, rdi according to the
number of workers, the size of the establishmemd total sales. While this is
fundamentally a special-purpose tax scheme raltaar & social protection system, it does
give access for the relevant independent workegdl teocial security benefits (except for
unemployment insurance).

(iii) Pension funds for university graduates

Two such funds have been established, one of wirimbides for university graduates who

work on an independent basis in their various [@tms. It is organized as a defined-
benefit scheme based on “presumptive” income dautions falling into ten bands, and

primarily provides coverage for old age, survivasd disability. The second fund

specifically covers notaries, and provides bendittsretirement pensions, sickness pay
and funeral expenses.

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

Each of the three countries discussed in this gedtias taken steps along this road,
although there remains some way to go in extendowal security coverage widely to

% Income from practising in liberal professions ay @ther for-profit profession or occupation that
does not represent a salary, bonuses, wages, awadlo¥gances, gratuities and participations. This
includes agricultural workers, and taxi drivers ware not owners of the vehicle.
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informal workers. The simplified schemes developethese countries and designed for
small-scale contributors, including independentkeos, are a useful model.
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7.  Effects of non-contributory social transfers in developing
countries: An overview

7.1 Introduction

In the last 15 years, large-scale social trandfax® become a core component of poverty
reduction strategies in many developing countrigscial transfer programmes show
considerable diversity in objectives, design anstitutionalization. The term “social
transfers” applies to contributory and non-contiiioy programmes in developing and
developed countries, aimed at protecting standafdéving and tackling poverty and
vulnerability. The ILO has undertaken the compilofga Compendium (ILO, 2010) which
aims to provide a concise review of existing knalgie of the effects of non-contributory
social transfer programm&sin developing countries on poverty and vulnerapiliA
searchable Compendium Matrix provides detailedrmmégion on the effects of social
transfers, including a full list of country programes>® The Compendium comprises in
addition a specially-commissioned analytical ovenwi and, since this is seen to
complement strongly the material prepared for agnivdd from the Tripartite Meeting of
Experts, the analytical overview forms this sectbthe Guide.

As we have seen in Chapter 6, social transfer progres in developing countries show
considerable variety in programme design. Someuarre transferssuch as South Africa’s
Old Age and Disability Grant or its Child Supporta@t. Increasingly, social transfer
programmes in developing countries link transfeith Wwasic service provisiorMexico’s
Oportunidadeslinks income supplements with school attendana zeelth check-ups.
Similarly, Brazil's Bolsa Familia provides income transfers to poor households, on
condition that they regularly send their childrenschool and that household members
attend health clinics. Other programmes offer tienss conditional on beneficiary
households providing work in local infrastructurevdlopment, or guarantee paid
employment. Examples of these programmes are thiorldh Rural Employment
Guarantee Scheme (NREGS) in India, and Ethiopiedslittive Safety Net Programme
(PSNP). Finally, integrated anti-poverty programmsash as Chile’Solidario combine
transfers with a wide range of interventions inltheaeducation, employment, income,
registration, intra-household dynamics and hougsee Barrientos, Holmes and Scott,
2008: Barrientos and Holmes, 2007; Barrientos anlind (eds), 2008).

There is also diversity in programme objectives anthe selection of beneficiaries. All

programmes aim to reduce poverty and vulnerabiftyme focus to a greater extent on
reducing extreme poverty, while others target ggeerational poverty persistence by
focusing interventions on children. This has imgliions for the selection of beneficiaries.
Categorical transfer programmes select childrealder people, for example. In addition,
most programmes select beneficiaries in poor orgeidnouseholds.

There are important differences between socialstesinprogrammes in middle-income
countries and those in low-income countries. Orvthele, middle-income countries have
greater financial, administrative and research c#pato implement social transfer

programmes to scale. In low-income countries, @ndther hand, the extension of social

*1 Social transfers in the context of social healtbtection schemes, such as national health
insurance, universal systems or others, are naidered in the Compendium

2 The Compendium Matrix is available on the ILO’soB4l Extension of Social Security (GESS)
website atwww.socialsecurityextension.org/gimi/gess/ShowVitRwid=59
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protection has been slower, programme institutisaibn has been more precarious, and
sustainability issues are important. In low-incopmuntries in sub-Saharan Africa and

lower-middle-income countries in Central Americeogrammes tend to be of fixed term,

small-scale, and at the pilot stage (Barrientodméuand Nino-Zarazua, 2009; Barrientos
and Santibanez, 2009).

This section does not attempt to provide an exhaustview of all available studies, but

instead to outline the main findings. Where possilit relies on quantitative and

qualitative studies of impact, based on householvey data and using appropriate
analytical methods. The intention is to provideelwrounded and comparative review of
the effects of social transfers, accessible tocpatakers. The majority of existing

programmes have been introduced in the last desradi¢herefore research on their impact
and effectiveness is just beginning to provide am@hensive knowledge base, but
knowledge gaps remain.

There are important limitations which apply to tluserview. The impact evaluation
literature reviewed here normally focuses on agsgtbe extent to which social transfer
programmes achieve their explicit objectives. Wharegrammes have the objective of
improving school attendance or facilitating assstuaulation, these effects are measured
with relative precision. Less information is aval@on less direct effects — for example
the impact of social transfers on social inclusemd empowerment. Fortunately, the
research literature on the indirect effects of @lotiansfers is growing fast. Larger-scale
programmes in middle-income countries have takeatgr care in collecting evaluation
data and commissioning relevant studies than has bkee case among low-income
countries. This imposes a bias in the discussidovwb&owards middle-income countries
and towards well-established programmes.

Whether the observed effects in middle-income atesitcan be safely extrapolated to
low-income contexts requires careful consideratibhe summaries at the end of the
sections below note these biases explicitly. Tlsewdision of effects is mainly focused on
the short term, while longer-term effects are ppshaost important. At this point it is not
possible to establish with certainty the likely den-term effects of social transfers, at least
in the context of developing countries. In devetbp®untries, on the other hand, the
crucial role of social transfers in eradicating@bte poverty, supporting improvements in
well-being, and facilitating economic and sociahnsformation is supported by a
substantial body of evidence (Cornia and Danzitf@9,7).

The observations here do not extend to an exarmomati budgetary issues or delivery
effectiveness. The ILO has undertaken detailed Isitioms, across a range of countries in
sub-Saharan Africa with varying fiscal capacity amdcroeconomic conditions, of the
budgetary allocations required for different intmtions (Behrendt, 2008). It concludes
that well-designed programmes directed at childrelder and disabled people and
covering primary health provision could be afforidgalm most countries. Very roughly,

their simulations suggest that 1 per cent of GDBIctde sufficient to cover a basic

pension, 2 per cent of GDP a child-focused transddaed 2-3 per cent of GDP could
finance primary health provision. These budget wWations assume categorical
programmes, which extend entitlements to all inrépective age or categorical group.
Targeted programmes, which focus on the poorestlesmof society, would require

fewer resources, depending on scale. The budgeexisfing conditional cash transfer
programmes in Latin America are on average less thaer cent of GDP (Barrientos,

2008a).

The focus here is on the observed outcomes ofldo@resfer programmes, including direct
effects and indirect observable effects. To an g extent, outcomes from social
transfer programmes reinforce each other. Improwesnim nutrition as a direct result of
income supplements will work to reinforce outcomEem schooling and health
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interventions. For simplicity, the discussion belasgely focuses on distinct outcomes,
but it is important to keep in mind the complemeities across outcomes.

The structure of the overview is as follows: satfio2 covers the effects of social transfers
in generating human development; then section iB&ugses how social transfers ensure
the full utilization of the productive capacity dfeneficiary households; section 7.4
examines the impact of social transfers in raigsing protecting household consumption; a
discussion of available evidence on the effectsoafal transfers on social inclusion and
cohesion is presented in section 7.5. Sectionah6lades.

7.2  Enhancing human development

Enhancing human development constitutes not onyah way for the materialization of
several human rights such as access to educagaithtand social security, but also an
important contribution to economic development. Tdle it plays in social and economic
development is now well understood. More than teoteries ago, noted the significance
of education and health in the process of capitalimulation and economic progress.
Healthier and better-educated individuals haveghdri productive capacity than those who
are ill, illiterate and malnourished. They can d@dapre easily as economic circumstances
change, and thus exploit economic opportunitiesenadiectively.

It is therefore not surprising that wealthier hdwsds show higher levels of investment in
human capital — through, for example, expenditurecloildren’s education, nutrition and
health — than poorer households. Poverty and pemsipoverty are often associated with
insufficient investment in nutrition, health and uedtion. Figure 7.1 shows the
relationships linking low investment in childrefiaman capital to persistent poverty.

Figure 7.1  Intergenerational poverty traps

Low investment
in human capital e.g.
children’s education and health

Poverty

Low earnings

and wages Low productivity

3 Adam Smith (1776), for instance, referred to etincaas part of the “stock of any society”,
denoting that: “the acquisition of ... talents, bye timaintenance of the acquirer during his
education, study, or apprenticeship, always costeah expense, which is a capital fixed and
realized, as it were, in his person. Those taleadgsthey make a part of his fortune, so do they
likewise that of the society to which he belongheTimproved dexterity of a workman may be
considered in the same light as a machine or imgnt of trade which facilitates and abridges
labour, and which, though it costs a certain expenspays that expense with a profit” (Book |,
Ch. 1).
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The design of recent social protection programnassiieen shaped by the knowledge that
reducing and preventing persistent poverty meariditg these deficits. A growing body
of research confirms that social transfer programmaspecially those focused on human
development, are effective instruments for imprgvsthooling, as well as health and
nutritional status, among poor and poorest housishdihe focus here on human capital
investments provides a powerful framework for désian about the relationship between
social transfers and household well-being, whitknawledging the legitimate value that
people intrinsically place upon good health, formatruction and nourishment.

This section outlines and discusses the main fgeiof recent impacts studies of social
transfers on human capital. It focuses particularlyschooling, child labour, health and
nutrition. Although these dimensions of human ailpdre interrelated and mutually
reinforcing, we initially discuss them separately.

7.2.1 Nutrition and health

Transfers are primarily intended to raise and/avtgmt household consumption, and
particularly food consumption, which is the largexpenditure item of poor and poorest
households. Some transfer schemes specificallyjudecinutrition-related interventions,

usually focused on children. Mexico@portunidadesfor example, distributes nutritional

supplements for infants.

Improvements in child nutrition can be observed andasured with the use of
anthropometric data. Weight for age provides insigimto the short-term impact of
improved nutrition, while height for age providedarmation on the long-term effects of
improved nutrition. Height for age is particulailyformative as regards the longer-term
impact of transfers, including labour market oppoities, as studies have consistently
found a height wage premium. Evaluation studiedMekico’s Oportunidadesfind that
children exposed to the programme gained one cetrénn height for age compared with
a control group, two years after the start of thegpammes. The gain was 0.65cm six
years after the programme (Neufeld et al., 2005nil& improvements in long-term
nutrition have been found among children in peraiohouseholds in South Africa,
especially among girls (Duflo, 2003). A study o&t&hild Support Grant in South Africa
finds that children born to beneficiary mothers predicted to be 3.5 cm taller as adults
(Aguero et al., 2007).

Households receiving support frddono de Desarrollo Humanio Ecuador had a 25 per

cent increase in food expenditure, which was dlget to improvements in nutritional

status (Ponce and Bedi, 2009). In Colombia, a anbat increase in intake of protein-rich
foods and vegetables was observed as a reskfiroilias en Accionlt was estimated that

the number of days per week children eat meat \iremt two to three in urban areas,
while the number of days they eat vegetables ni@e toubled (Attanasio, 2003). Those
changes in consumption benefited small childreparticular: 12-month-old boys grew

0.44 centimetres more than similar children whoraitlbenefit from the transfer.

As regards food security, earlier studies of thendfashtra Rural Employment Guarantee
Scheme in India found that the programme playengortant role in combating seasonal
malnutrition and income variability among poor helslds (Subbarao et al.,, 1997).
Similar findings emerge from early impact evaluataf Ethiopia’s Productive Safety Net

Programme (Gilligan et al., 2008) and the NatidRatal Employment Guarantee Scheme
in India (Ravi and Engler, 2009).

The impact of transfers on nutrition is significantlow income-countries, and in rural
areas. Participants in Bangladesh’'s programme &igilig the Frontiers of Poverty
Reduction — Targeting the Ultra Poor reported aiigant improvement in their overall
calorie intake. At the baseline, 97 per cent oftip@ants were reported to be
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malnourished. That percentage was reduced to 2€euerafter two years of participation
in the programme (Rabbani et al., 2006).

A study on the Kalomo District Pilot Social Castaisfer Scheme in Zambia finds that the
nutritional status of the beneficiary populationosied a marked improvement. The
incidence of households living on one meal a dayahesed from 19.3 per cent to 13.3 per
cent (MCDSS and GTZ, 2006}-o00d intake also appeared to have improved ingdearin
guality: the intake of fats, proteins and vitamimsreased.

Evidence on improvements in nutrition as a resdlttlee introduction of transfer
programmes is strong across a range of programamelsacross a range of countries. It
confirms the direct link between income supplemgoiaand food consumption among
beneficiary households. Evidence is particulargacland strong in terms of improvements
in child nutrition, suggesting medium- and longateeffects on the children’s lifetime
opportunities.

Transfers have significant impacts on health sta@sother dimension of human
development with direct implications for productieapacity. Some transfers directly
target improvements in health-care access andzaiin. Others affect health care
indirectly, through the supplementation of housdhohcome and the associated
improvements in household consumption.

()  Child health

In Latin America, human development conditionahsfer programmes (described in the
international literature as conditional cash trangfCCT) programmes) explicitly target
improvements in health care for beneficiary houtdhoThese programmes require
participant households, particularly expectant rathand infants, to utilize preventive
health-care facilities on a regular basis. Oveth#, programmes appear to have met their
objectives. An evaluation of ColombiaBamilias en Accidénreports a rise in the
percentage of children under 24 months attendirajtiieare check-ups, from 17.2 per
cent to 40 per cent, and a corresponding rise f83% per cent to 66.8 per cent for
children aged between 24 and 48 months (Attandsab.,e2005). Improved utilization of
health-care facilities directly affects morbidigtes. The proportion of children affected by
diarrhoea declined from 32 per cent to 22 per eaemtng children aged under 24 months,
and from 21.3 per cent to 10.4 per cent among adidren. These results are important.
According to official statistics, approximately Q@B children under 12 months of age die
every year due to diarrhoea, which accounts forpgncent of total deaths in that age
group in the country?

Similar improvements in health care utilizationesahave been reported from other social
transfer programmes operating in Latin America. Timroduction of Mexico’s
Oportunidadeded to a doubling of per capita health-care vigitghe rural population,
from 0.5 to one visit per year on average (Coa®@32. Similarly, the introduction of
Peru’s Juntos programme led to a 30-per-cent increase in vigitdhealth centres for
immunizations among children under age one, anttgeB-cent increase for children aged
one to five years. The impact Ghile Solidarioon preventative health-care visits was in
the order of a 4 to 6 percentage points improvenfi@nthildren living in rural areas
(Galasso, 2006). NicaraguaRed de Proteccién Socidproved timely immunization
amongst children aged between 12 and 23 months8lpel cent (Maluccio and Flores,
2004).

** Diarrhoea is in fact the second leading causents#ni death worldwide. The World Health
Organisation estimates that about 20 per centitif deaths, about 1.5 million each year, are due to
this condition. For further details see UNICEF/WHIDQ9.
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Immunizations and regular health visits can playsignificant role in reducing the
incidence of illness that in extreme cases leadq@eémature deaths amongst toddlers. In
Mexico, there was a 12 per cent lower incidencellogéss amongst children receiving
support fromProgresa compared to children of similar socioeconomicraheeristics who
did not receive support from the programme (Ska&f2005). The positive change in
parental behaviour towards children’s preventivalthecare can have important long-term
effects on children’s physical and cognitive depetent. Ensuring that children enjoy
good health in early years hence becomes crit@adducational achievements, economic
and social opportunities, and in general, for olafavelopment throughout their future
lifespan. It also contributes towards achieving Mikennium Development Goal (MDG)
of reducing the global child mortality rate.

(i)  Maternal health

Recent studies have confirmed that investmentsoimen’s health are more important for
future children’s development than previously tha Preventive health interventions
which ensure regular antenatal visits can be piaigntife-saving for many women in the
developing world®® The Millennium Declaration set the target of redgcby three-
guarters the maternal mortality ratio. It is impmit therefore to look at evidence
documenting the effects of social transfers on onjmg maternal health.

A study of Peru’sJuntosreports an increase of approximately 65 per cenpre-and
postnatal visits to health clinics, as well asduion in home births. This is a significant
achievement, given the very high levels of matemaitality in the areas targeted by the
programme. Similar findings are reported from MedcProgresa with an increase in
prenatal health care during the first three moofhgregnancy of approximately 8 per cent
(Gertler and Fernald, 2005). ChileSolidario led to an increase of 7 per cent in cervical
smears among rural women aged 35 and older, atffiattreflects improvements in
women’s knowledge and attitudes towards sexuatieelated practices (Galasso, 2006).
Improvement in health care leads to reduced mdybidites among adults too. An
evaluation of Mexico’¥portunidadedound a reduction in days in bed due to illne$s, o
22 per cent after two years of the programmes (f®u2001). Social transfers can also
be beneficial to other adult members of the family.

Improvements in health status have been observether regions and for different types
of programme. Studies on the impact of social mssiin South Africa have found
significant improvements in the health status ofgdeners and their households (Case and
Wilson, 2000).

In middle-income countries, income supplements fremoial transfers can be used to
cover the costs of health care, while coordinatimtween programme managers and
service providers helps to ensure there is adegu@igy to meet the increased demand. In
low-income countries, supply constraints can begaificant challenge. Studies of the

allocation of household expenditure among beneficieuseholds report an increase in
health-care expenditures following the introductimintransfer programmes (Huijbregts,

2009).

5 For a recent discussion on this issue see Behetaln, 2009.

% The UN Children’s Fund (UNICEF) and the World HeaDrganization (WHO) recommend a
minimum of four antenatal visits.
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7.2.2 Education

Another route linking transfers and human develapnig schooling. Many social transfer
programmes directly target improvements in the sthg of children in beneficiary
households. This is usually done through specriig@mmme objectives, improvements in
supply, and co-responsibilities. Similar effectasn caso be observed in pure transfer
programmes in countries with reasonable levelslobsl infrastructure. Most programmes
target school enrolment and attendance. As withtraut, there is strong evidence across a
range of programmes that school enrolment anddsdtere objectives are being met. The
issue of whether these improvements are sufficienthemselves to improve future
opportunities is harder to confirm at this point.

In middle-income countries, where primary schoaloment rates were high prior to the
introduction of transfer programmes, the impact basn more significant on secondary
school enrolment and attendance. Studies for Caknibr example, do not find any
discernible impact dfFamilias en Acciéron school attendance rates amongst children aged
8 to 11; but the effect of the programme becomgifitant and positive amongst children
aged 12 to 17, with about 10 per cent improvemeantural areas and 5.2 per cent
improvement in urban areas (Attanasio et al., 200%js is common among human
development-focused programmes, such as condita@sdl transfer programmes in Latin
America. In Brazil, a study finds that school attence amongst poor children rose by 4
per cent as a result of participation Bolsa Familia with an average effect of three
percentage points among boys, which is highly fiiganit considering the high-school
enrolment rates in Brazil (Cardoso et al., 2003).

In Mexico, participation inProgresa/Oportunidadess associated with higher school
enrolment, less grade repetition and better gradgression, lower dropout rates, and
higher school re-entry rates among dropouts. Theaahwas especially notable in rural
areas, where the number of children entering tisé drade of secondary school rose by 85
per cent, and second grade by 47 per cent (Molyr@Q0). Drop-out rates decreased by
24 per cent, with a corresponding rise in completiates of 23 per cent for rural
secondary schools (Skoufias and Di Maro, 2005)s&hesults suggest an overall increase
in completed years of schooling of about 10 pertdemn the cohort exposed to
OportunidadesThis is predicted to increase children’s futueenpanent earnings by about
8 per cent when they reach adulthood (Freije e2806; Skoufias and Di Maro, 2005).
These findings have been confirmed by qualitativalieations with a longer-term focus
(Escobar Latapi and Gonzalez de la Rocha, 2009).

These findings also apply in lower-income countrikes NicaraguaRed de Proteccion
Socialachieved significant impacts on schooling, desipétenodest scale when compared
to other social transfers in Latin America. The ggeanme increased school enrolment
rates amongst children aged seven to 13 by 18qmey and reduced the incidence of child
labour by 5 per cent (Maluccio and Flores, 2004).Hcuador, a randomized study
estimates thaBBono de Desarrollo Humandpreviously known asBono Solidarid
increased school enrolment for children aged 6 #tobg about ten percentage points
(Schady and Araujo, 2006).

Schooling improvements are not restricted to camui cash transfer programmes in
Latin America. Unconditional social transfers alsfien have important effects on

children’s education. In Namibia and South Afriéar, example, it has been reported that
social pensions paid to grandparents are regulesdyl to pay grandchildren’s school fees
and other associated expenses (Devereux, 2001greFig.2 illustrates the impact of

selected social transfer programmes on school merdlacross a range of countries.
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Figure 7.2
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Social transfers appear to be particularly effectim addressing gender disparities in
schooling, as girls often show disproportionatedyer rates of school enrolment. In
Bangladesh, the Food for Education programme isrteg to have improved school
enrolment amongst girls by about 44 per cent anohgst boys by 28 per cent, compared
to children outside the programme. The programree appeared to reduce school dropout
rates: only about 6 per cent of beneficiary chitdddeopped out of school, compared to 15
per cent of non-beneficiary children (Ahmed and Bigino, 2002).

The findings suggest that school enrolment anchditiece improve significantly where
these are explicit programme objectives. Some feanmzogrammes without an explicit
focus on schooling, such as social pensions, cdte meogress on these dimensions in
middle-income countries with reasonable serviceasifucture. The extent to which these
changes translate into improvements in knowledge skills in the longer term is,
however, more difficult to confirm at present. Sech&nrolment and attendance are
necessary but not sufficient conditions to ensha¢ turrent cohorts of children reach the
labour markets with improved educational attainnienels. The quality of education and
the transition from school to work are also impottaThese are research questions
currently being pursued.

One aspect that could turn out to be significantthie context of social transfers is
concerned with potentiadémonstration effectsin Mexico, the behaviour of beneficiary
households appears to be emulated by non-bengfig@arseholds. This in turn results in
increased rates of school enrolment and clinidssiamong non-beneficiary households
(Handa et al., 2000). Rising utilization of eduoatl and health services by beneficiaries
and non-beneficiaries can put significant pressureavailable resources. It is important
that attention is paid to ensuring the availabibfyadequate infrastructure. The value of
increasing the years of education that a childivesecan be diminished if the quality of
that education is low (Dreze and Gazdar, 1996).order to address this issue, some
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transfer programmes have included complementarpsfieas to schools for each
beneficiary child they enrol, to support the ing@# demand for educational services.

7.2.3 Child labour

Many social transfer programmes explicitly targdiilc labour. Child labour is an

important factor in ensuring that poverty and coefient to the informal sector persist
across generations (Emerson and Portela Souza). 283y entry into the labour market
usually involves early exit from school, which hesg-term implications for labour

outcomes. In many developing countries, child labocan also be associated with
hazardous employment. Reducing child labour canabeery positive step towards
sustained exit from poverty.

It is important to identify the routes by which &ddransfers could lead to a reduction in
child labour among beneficiary households. If cHiédbour is taken to be primarily a
reflection of the income needs of a household, rmesupplements will have a direct
impact on child labour. However, the economic mations behind child labour extend to
non-income factors, often emerging as responsgalt@rability among poor households.
In this context, social transfers could help to hyodr attenuate such adverse responses.
The empirical evidence on the impact of transfershuld labour is mixed.

In Colombia,Familias en Accidris reported to have led to a significant reductiohild
labour in rural areas, particularly amongst chitdagied between 10 and 13 (World Bank,
2006). Similar effects (8.8 per cent reduction mlct labour) have been reported from
Nicaragua'sRed de Proteccion Sociédr children in the same age group (Barrientos and
Santibanez, 2009a). A study finds a reduction iiddabour of 17 per cent as a result of
participation in Ecuador'®ono de Desarrollo Human{Schady and Araujo, 2006). A
study of the Child Labour Eradication ProgrammeTREa programme to eradicate the
worst forms of child labour in rural Brazil, repsthat the programme increased children’s
time in school, improved academic success, and cesduabour participation and
hazardous work (Yap et al., 2002). In Mexico, sntalt significant reductions in child
labour have been reported in the literature. Howewe significant reduction was found
for boys aged 16 to 17. This may reflect the insireg opportunity cost of schooling, i.e.
income opportunities forgone for the household latdien grow older (Rawlings and
Rubio, 2005).

In other cases, the impact of transfers on chitla has been at best marginal. In Costa
Rica, for exampleSuperémonoscreased school attendance and educational mtain
among poor children, but there was no evidenceretlaction in child labour (Duryea and
Morrison, 2004). Overall, the studies on the impEdolsa Familiaon child labour report
small or marginal effects in both directions (Bantos and Santibanez., 2009b). In South
Africa, a recent study found no significant changreshild labour among recipients of the
Child Support Grant (Samson et al., 2008). Thecefi€ Bangladesh’s Cash for Education
programme on child labour only amounted to a sipadportion of the effect on school
enrolment (Ravallion and Wodon, 2000).

In sum, it is apparent from this review that sotrahsfer programmes have large effects
on human development, especially where this is dot ftheir explicit objective. A
distinguishing feature of new social transfer sceens the fact that they target human
development as a means to reduce the future inmedehpoverty. Human development
effects can also be observed in pure transfer anogres, where human development is
not an explicit objective of the programme. Humavalopment effects can be observed
for both middle- and low-income countries. The efifeeness of the programmes in
achieving human development objectives will be mgnean contexts where appropriate
service infrastructure is available, and is of oeable quality. In low-income countries
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this is not always the case. Combining social fexsswith interventions aimed at
strengthening service infrastructure is essertiie.

Supporting the full utilization of productive c apacity

In the literature on social transfer programmegigh-income countries, concern is often
expressed that income transfers to poor househnls adversely affect incentives to
work, save and accumulate assets (see Dilnot arl, 31989 for a discussion).he likely
impact of transfers on labour supply disincentivies particular, has informed policy
discussions associated with recent welfare reformsigh-income countries (see for
example Moffitt, 2002).The impact of social transfers on the utilizatiohproductive
capacity among poor households has been examinetheincontext of developing
countries. Earlier studies (for example, Besley #&ahbur, 1998; Anand and Kanbur
(eds.), 1991; Sahn and Alderman (eds.), 1995) did fhat in-kind food subsidies
appeared to generate market distortions and sosiacdntives to work.More recent
studies examining the incentive effects of inconamdfer tend to find, on the whole, few
unintended adverse effects. On the contrary, tsasdies provide strong evidence that
transfers facilitate improved resource allocatiomoag poor households (Ardington et al.,
2007). The macroeconomic and political contextrigcal for the effectiveness of social
transfers. Even well-designed social transfer mognes will struggle to achieve their
intended goals if economic growth is modest or wadlg distributed, and the political
context is adverse. Whatever the efforts made rangthen employability, in particular,
the low-intensity of employment growth will leadpoor employment outcomes.

7.3.1 Employment and labour market participation

Economic theory suggests that, given competitiveketaconditions, income transfers
reduce labour supply at the margin. They do thisrdiging the “reservation wage” of
beneficiaries — that is the wage needed to attreete workers into the labour market.
Social pensions, for example, do reduce the lalsapply of older people, even though
few social pension schemes require recipients tanbetive in order to qualify. Co-
responsibilities in human development transfer m@ognes do have some effects on child
labour, through making school attendance a reqen¢rfor receipt of the transfer (see
section 7.2.3 above). However, these are whollgndéd and desirable labour supply
outcomes of the programmes. The more interestisgeiss what happens to the labour
supply of adults on receipt of the transfer.

Labour force participation rates have been foundedine among the elderly in response
to social pensions, even in the absence of inagtiests as a requirement of eligibility.
Labour force participation rates for those eligibbereceive a pension are very low in
South Africa, and decline rapidly when individua¢ésach the age of pension entitlement
(Lam et al., 2004). This outcome is to be expeasdhe combination of the generosity of
the pension benefit and the means test providegtiacentives to withdraw from the
labour market. In other countries though, such asiNia, studies reported improvements
in the living standard of poor farmers as a restithe social pension. This suggests that
people in old age continue to farm for a consideraieriod, until they are physically
impeded (Devereux, 2001).

To the extent that social transfers lift credit afdldcare constraints, they could enable
other household members to work. Under these cstamoes, the impact of social
transfers on labour supply will be positive. In Braa recent study finds that for the 30 per
cent poorest, after controlling for the impact géand family structure, the labour market
participation rate for individuals belonging to leéiniary households dBolsa Familiawas

significantly higher than that for individuals Ihg in households not covered by the
transfer programme (Medeiros et al., 2008). Thesdirfgs are consistent with other
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impact studies oBolsa Familia(CEDEPLAR, 2007)which show a positive impact of the
programme on the supply of labour. Similar reshlise been reported from Mexico's
Progresa There appears to be no evidence of a reductitabiur force participation rates
as a result of receiving support from the tranpfegramme (Parker and Skoufias, 2000;
Skoufias and Di Maro, 2005)A small reduction in child labour appears to hdeen
compensated for by an increase in the labour supfpdglults (Skoufias, 2001). In fact, the
programme appears to boost employment by helpioplpdo meet essential transaction
costs, such as transportation to work.

Labour market conditions at the local level mayeartheless restrict the potential effects of
social transfers on employment generation. A resemty reports that about 85 per cent of
new school graduates who received support f@portunidadescould not find work in
their localities and, for that reason, were plagnio emigrate (Molyneux, 2007). This
means that in areas with a high poverty incidean®loyability can be highly constrained.
The impact of social transfers can be undermindgtierabsence of simultaneous efforts to
improve labour opportunities and the quality of éwgment. If the full gains of social
transfer schemes are to be realized, complememamyloyment policies and macro-
economic policies will need to be implemented.

Indeed, spillover effects of social transfers hbeen reported in small and self-contained
local economies. In Namibia, many grocery stor@seaiin even the smallest villages in

response to the increased demand generated bypdla gension programme. The study
reports that “even the smallest and most isolagttlesnent now has at least one village
store, selling maize-meal and groceries even iedinf food crises such as drought. The
social pension has helped stabilise food supptiess ¢ountry of vast distances, dispersed
populations and widespread rural poverty, thusettifsy the need for food aid deliveries

during drought emergencies’ (Devereux, 2001). Eatlydies of social pensions in South
Africa also remark upon the fact that transfermstated local production and trade. In

remote rural locations transfers are deliveredrbyoarred transport on a particular day and
time, and on that day traders bring their wareth&d location, while moneylenders come

to lend or collect money (Ardington and Lund, 19%8tablishing whether social transfers
have effects beyond the direct beneficiaries calp s to arrive at more accurate

assessments of the aggregate benefit of sociaifénrsn

There is also a complex set of effects of trangberghe allocation of household resources.
One study in South Africa reported that pensioroine had significant effects on the
hours of work and employment of 15-50-year-oldse=iding with pension beneficiaries
(Bertrand et al., 2003). Using 1993 cross-sectiata drom three-generation African
households, the authors estimated that 15-50-ydardtving with a pension-eligible
person undertake on average 6.4 fewer hours of wark have a 4.3 per cent lower
probability of employment. Critically, however, tistudy samples co-residents only, and
misses out non-resident household members.

Another study noted a high incidence of labour atigin: in as many as 30 per cent of
rural households in South Africa at least one merhlas migrated to find work (Posel et
al., 2004). Replicating the study reported abowg, now including migrant household
members, this study finds that the negative asgoniaetween pension receipt and labour
supply in that study becomes positive, and condutteat 15-50-year-old individual
members of a household with a pension-eligible grersave a 3.2 per cent higher
probability of employment. Breaking this down bynder, they find that when pension
income is received by male pensioners there isgmifisant effect on the labour supply of
adult household members, but that there is a stamuogpositive effect when the pension
recipient is female. The study suggests that pangiwome received by women is
particularly important for rural households, be@itanakes it possible for grandmothers
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to support their families. A recent study has aondéid this finding, with longitudinal
data®’ helping to track household changes around pemsicgipt (Ardington et al., 2007).
Social pensions relax income and childcare comgraand enable the household to
improve their allocation of labour resources.

Particular types of social transfers that rely upmatf-selection, such as public works
schemes, if properly designed, can help to mininttze potential adverse effects of
transfers on labour markets. It is argued that liseavages are set below the market rate
only the jobless poor will participate in such prammmes. These programmes have the
added advantage that potential benefit leakagdsetaon-poor will be reduced. However,
the opportunity cost can also be significant, if frticipating in the programme, the
household beneficiary forgoes income-generatingodppities (Ravallion and Datt,
1995).

In India, for example, th&Vorld Development Report 198@ported that due to the
Maharashtra Employment Guarantee Scheme unemployareh underemployment in
Maharashtra was reduced by approximately 20 pefr icethe late 1970s (World Bank,
1980). Dev finds, however, that the scheme congibbuo reducing unemployment by
about 7 per cent in the late 1980s (Dev, 1992k|Ratints out that this sharp reduction in
person-days generated under the Maharashtra Emefdgy@uarantee Scheme was partly
due to an increase in the wage rate that led tagtibning, with poor people being the
most affected by the reduction. Another factor ted during the 1980s activists, who had
previously put pressure on the scheme to be impigrdeeffectively, disassociated
themselves (Patel, 2006). Nonetheless, Osmani j188#i Dev (1995) conclude in
separate studies that the Maharashtra EmploymeatraGiee Scheme contributed to
reducing unemployment and underemployment. Estenzdey from less than one-tenth to
one-third, depending on the period under examingiev, 1995).

In Argentina, it has been estimated thates y Jefas de Hogar Desempleada@stransfer
programme conditional on labour supply or trainingeduced the unemployment rate by
about 2.5 percentage points (Galasso and RavaRi@d3). Another study argues that the
programme could have generated incentives for bmagés to work in the informal
sector (Gasparini et al., 2007). In Chile, an impsady ofChile Solidarioconcludes that
the programme may have altered attitudes towardek vamnongst beneficiaries. In
particular, enrolment in the local employment dadfica precondition for eligibility to
various public training programmes, appears to hiageased the incidence of labour re-
insertion and participation in training by 30 pentin urban areas and about 14 per cent in
rural areas. However, while these changes in bebaean increase employment prospects
amongst beneficiaries, significant effects on lalfotce participation are observed only in
rural areas (Galasso, 2006).

In summary, the labour supply responses of houdshibénefiting from social transfer

programmes have been studied for a variety of cmsthighlighting those in Argentina,

Brazil, Chile, Mexico and South Africa have beeramined. Some related effects in
countries such as Bangladesh and Ehiopia, amongrsptiare noted in the following

section. The studies find reductions in work amahgdren and older people, where
programmes are focused on these groups, but thesempensated for by increased adult
labour. Among adults themselves, labour supplyctsfavere found to be positive for

Brazil and South Africa. They worked through a I@adtion of household resources,
which was facilitated by the regularity of the tséer.

" A dataset containing observations on householdsrebd over multiple time periods.
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7.3.2 Social transfers and productive activity

Most social transfers are designed to support hmldeconsumption, but they can also
facilitate productive investments. Where transtmes regular, their effects can be greater.
Regular transfers enable households affected bglitcend liquidity constraints to
reallocate their productive resources, and to actate and protect their assets.

For credit-constrained households, investment regquraising savings and therefore
reducing current consumption. Among low-income letwadds, especially those with
uncertain or volatile sources of income, savingsy e difficult to achieve. Poor
households also have difficulties in providing at#ral to secure loans from formal
financial institutions. This is especially truedeveloping countries, where credit markets
are highly fragmented. This is well documentedhi@ micro-credit literature, pointing to
the difficulties in reaching the poorest househdiisin et al., 2003; Armendariz et al.,
2008; Nino-Zarazua, 2009)In that context, social transfers can play an irtgd
complementary role in lifting credit constraints the poor and poorest households.

Firstly, as social transfers are regular and ridialtney can encourage small-scale savings
and thus investment decisions. However, the impogaf providing an adequate size of
transfer must be stressed. This is illustrated Ukiopia’s Productive Safety Net
Programme, which provides income transfers for aimam period of six months per
year. While it was intended to significantly incseahousehold income, the programme is
reported to have lost its purchasing power dueisesrin food prices and has therefore
become too small to address the needs of the @bsdn and Nyhus, 2009). Similarly, in
Zambia, studies of the Kalomo District Pilot Sodzdsh Transfer Scheme reported that,
although the community welcomed the scheme becauskéeviates the overwhelming
social burdens of destitute people, complaints afeei small amount of the transfer are
common (Devereux et al., 2005).

Secondly, social transfers can prove more effective combination with other
interventions in enabling access to credit. Theeeirdications across a variety of social
transfer programmes in middle- and low-income coestthat beneficiaries are able to
save and invest a fraction of their income follogvihe receipt of transfers, and also that
access to credit can be facilitated by the transfer

In Bolivia, a social pensiorBonosol- recently renameBono Dignidad- is paid once a
year to persons aged 65 and older. At around US$R4€presents a significant injection
of liquidity to rural farmers. Although they havand, they often lack access to credit
markets to purchase seeds and other agricultysatsnA study has estimated that among
pension beneficiaries in rural areas, overall congion rises by twice the amount of the
benefit, suggesting that improved household pradndtas been facilitated by the transfer.
The effect is observed only among rural househwlidls land, and is stronger for goods
which are typically produced by these householdshsas dairy, meat and vegetables
(Martinez, 2007).

Similarly, studies have observed a rise in investnby beneficiary households compared
to non-beneficiaries in Mexico’Brogresa One study estimates that, on average, around
12 per cent of transfers to beneficiaries were stea in productive assets (Gertler et al.,
2005). A separate study compares the impadProfgresawith an asset accumulation
programme directed at small and medium-sized fasmaiiedProcampo It finds the latter
had income multipliers of around 1.5 to 2.6 (Sadbat al., 2001).

In Namibia, the social pension is also reporteliftaredit constraints in southern areas of
the country. Pensioners are in a better positioadroess informal credit arrangements
from, for example, shopkeepers, as they receivalaegnonthly incomes that act as a
guarantee to back the loans (Devereux, 2001). Alsimilar lines, Brazil's non-
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contributory pension programme for informal workérsrural areasPrévidencia Rural
has been shown to enable beneficiaries to accesmlferedit by showing the magnetic
card which is used by them to collect their pensi(@®chwarzer, 2000). Another study on
the Brazilian social pension programme shows that important proportion of
beneficiaries invest part of their transfer in seddols and other productive assets. These
strengthen small-scale economic activities and thogployment amongst beneficiary
households (Delgado and Cardoso, 2000a).

In Bangladesh, BRAC’'s programme Targeting the URaor has been specifically
designed to facilitate productive and financialeaseccumulation through the combination
of income transfers and human capital interventwite microcredit and skills training.
This programme provides a mix of transfers in kardtl cash to households in extreme
poverty, in preparation for more standard microitredogrammes after 18 months. An
internal evaluation showed significant improvementer time in the incidence and size of
loans held by programme beneficiaries. In addittbe, study noted a shift in motivation
for credit among selected households. Initiallyddrevas used primarily a means of
smoothing out consumption; three years later thelysfound a refocus on credit for
investment in productive assets. Moreover, crettieas for beneficiary households shows
a significant improvement, both over time and itatien to non-beneficiary households
(Rabbani et al.,, 2006). This effect appears to hameimportant gender dimension,
suggesting that programme design should considestheh channelling the transfer
through particular household members, notably wgnieas an effect on household
investment.

To summarize, whilst providing important insighteet evidence reviewed is not
comprehensive across all social transfer programriregnany transfer programmes,
facilitating savings and improving access to créié by-product of the income transfer,
and not an explicit design feature. The capacitysafial transfers to help lift credit
constraints is likely to vary across programmesggdagroups, and environments. These
effects are stronger among rural households whadk Icomplementary “productive”
assets (for example, inputs or labour), and whegditcconstraints are directly targeted.
Programmes that target asset accumulation tendetdobused on moderately poor
households, and only a handful of programmes &f type reach the extreme poor. The
issue of how to strengthen the synergies betweeialdpansfer programmes and savings
and investment among poor households is beingedgtiesearched, especially as many
social transfer programmes are maturing.

Enhancing and stabilizing consumption

The main objective of social transfer programmeséveloping countries is to reduce
poverty and vulnerability. There is a large literat assessing the poverty reduction
effectiveness of these programmes. The findings fiitese studies cover social transfers
of different types and operating in different sei. They suggest that transfer
programmes have the potential to make a significantribution to reducing poverty and

vulnerability, through raising and protecting hdusid consumption with regular and

predictable transfers.

In addition, social transfers have an importanuiaace function — they protect basic
household consumption from a variety of contingescand hazards. Poor households
adopt a range of strategies to protect their copsiom and assets from the impact of
shocks. Security is important to those in poveespecially as insecure and precarious
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livelihoods are bound to limit household investm&hinsecurity could also lead to

inefficient use of resources by forcing poor ruraliseholds to opt for low-risk, low-return
crops (Barrientos, 2007a; Morduch, 20@8),hold liquid but less productive assets
(Dercon, 2003), or, as discussed in section 7.2witbdraw children from school in

response to crises. The absence of insurance nandghd to poverty persistence. Social
transfers can contribute to improving householdusic by stabilizing and protecting

consumption, which in turn facilitates investment.

7.4.1 Raising consumption

In South Africa it is reported that the ExpandedlRuWorks Programme (EPWP) has
particularly benefited the ultra-poor, whose incamegreases by over 63 per cent when the
programme is effectively targeted. In general, bbotds living in urban slums appear to
benefit the most from the programme (Antonopou®807). In KwaZulu Natal, the
Zibambele Public Works Programme was reported tiuae the poverty gap and food
insecurity. The net benefit ratio of participatimgthe programme was positive in income
terms for 98 per cent of the total sample, andotfreentage of households in which adults
frequently skipped meals fell from 49 to one peantddicCord, 2004). The programme is
also reported to have improved the ability of pbouseholds to access other government
grants (McCord, 2002).

In Argentina,Jefes y Jefas del Hogar Desempleadoseported to have attenuated the
sharp fall in income as a consequence of the dmaacial crisis and the devaluation of

the peso in 2001 (Barrientos, Holmes and Scott8R0Dhe programme was particularly

effective in protecting those in extreme poverty.sfudy reports that, although the
programme had a small impact on the overall headcpoverty rate, it achieved a

significant effect on the incidence of extreme povand on the poverty gap of those in
extreme poverty (Galasso and Ravallion, 2003). Al&vBank study estimates that, in the
absence of the transfer, nearly 10 per cent obémeficiary households would have fallen
below the poverty line (World Bank, 2009b).

Social transfers conditional on human capital itmesits are also reported to have
significant effects on consumption poverty and ewdbility. Brazil's Bolsa Familiais
reported to have contributed, together with otlwariad assistance programmes, to a 16-
per-cent fall in extreme income poverty (Lindertakt 2007). In Ecuador a recent study
reveals that households receiviBgno de Desarrollo Humanexperience a 25-per-cent
increase in food expenditure (Ponce, 2008). In @bia, Familias en Acciéns estimated

to have produced a rise in the consumption of @peting households of 19.5 per cent in
rural areas and 9.3 per cent in urban areas (Attard al., 2005).

In Mexico the evaluation dProgresatwo years after the start of the programme shaaved

small reduction in the poverty headcount ratio yacb10 per cent), but a large reduction
in the poverty gap and the squared poverty gapedaction in the order of 30 and 45 per

cent respectively (Skoufias, 2005). Similar restitsre been reported from Honduras’

Programa de Asignacion Familiar Phase Where its effect on the squared poverty gap
was found to be twice as high as the effect orother indicators (Osorio, 2008). This is

consistent with research findings reported elsea/{€oady and Morley, 2003).

The impact ofProgresaon household income is reflected in the level aattern of
consumption. The level of consumption was repottedhave increased on average by

8 The theoretical and empirical literature findsttiasurance markets seldom reach those in
poverty, with the implication that they remain iffszsiently protected (see Dercon (ed.), 2005; Jalan
and Ravallion, 1999).
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approximately 15 per cent following receipt of thenefits (Hoddinott et al., 2000), with

an increase in median food expenditure of recipieniseholds of around 10.6 per cent
compared to equally eligible but non-recipient hehugds. The increase in household food
consumption was largely driven by increased expgeres on fruit, vegetables, meat, and
animal products, which have a positive impact otritional status. This improvement in

the level and quality of nutrition is predicted have long-term effects on the lifetime

productivity and potential earning capacity of péent children (ibid.).

In Mongolia an impact study of the Child Money Piangme, a categorical child transfer,
finds that during its targeted phase the prograntralped reduce the child poverty
headcount by almost 4 per cent, from 42.2 per te®8.5 per cent, as well as the child
poverty gap by about 2 per cent (Hodges et al.7/R0@ South Africa the old age and

disability grants, together with the Child Supp@tant, have a significant impact on

poverty (Barrientos, 2008a; Barrientos and Dejd2@)6). It is estimated that if all the

eligible children under the age of seven had besgistered in the programme, the
incidence of child poverty would have fallen frord. 4 to 34.3 per cent, whereas the
incidence of children in extreme poverty would hdaken from 13.1 per cent to 4.2 per
cent (Woolard, 2003). In Mozambique the programnashCPayments to War-displaced
Urban Destitute Households (GAPVU) is reportedaweehincreased household incomes in
poor towns by up to 41 per cent and contributetethucing the poverty headcount index
from 71 per cent to 66 per cent (Devereux, 2002).

A comparative study of social pensions in Brazitl @outh Africa has found that, in the
absence of non-contributory pension income, theeggvheadcount amongst households
with older members would be 5.3 and 1.9 percentegets higher in Brazil and South
Africa, respectively, whereas the incidence of giedice (or extreme poverty) would be 8.9
and 2.3 percentage points higher, correspondifdig. study also finds that the impact on
the poverty gap is much larger. In the absencedfbpensions, the poverty gap would be
a third larger in Brazil and two-thirds larger f8outh Africa, whereas the indigence gap
would be 1.5 times larger in Brazil and one-fifdrder in South Africa. In terms of
vulnerability to poverty, measured as the probgbif becoming poor, the study shows
that having a non-contributory pension recipientbia household reduces the probability
of poverty among household members in Brazil andtiSéfrica by 21 and 11 per cent,
respectively (Barrientos, 2003). South Africa’s iab@ension appears to be especially
important for the poorest — those living on lesntlUS$1 per day, the proportion of whom
in the population would, according to estimatesyupeo 40 per cent higher in the absence
of the pension (Case and Deaton, 1998).

Similar positive effects of social pensions on ptyvare found in Chile, Argentina and
Uruguay. In Chile, Programa de Pensiones Asistenciales non-contributory and
unconditional social pension programme, is foundawe reduced poverty amongst people
in old age by about 9.2 per cent (Bertranou et28l02), although the largest impact was
found on indigence, which was reduced by 69 pet asra direct result of the pension. In
Argentina,Pensiones Asistencialésreported to have reduced the incidence of pgwer
recipient households by 31 per cent, and indigdaycé7 per cent. For the smaller group,
represented by households with a recipient over dge of 65, the effect is still
considerable, given that poverty is reduced byrcpat and indigence by 16 per cent. The
greatest impact was observed amongst householdsyaiing members, such as mothers
of seven or more children (Bertranou et al., 2002)Uruguay, the reduction in poverty
incidence found amongst households with a beneficathe Programa de Pensiones no-
Contributivassocial pension was in the order of 33 per centt(Beou et al., 2002).

7.4.2 Protecting consumption

Social transfers, if regular, reliable and adequeteild contribute to protect household
consumption against shocks or crises. They could fbrevent asset depletion or the
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adoption of short-term strategies with long-termveade consequences, such as
economizing on health care or taking children dusahool. Nevertheless, most of the
programmes in developing countries are targetethose who are already poor and for
that reason do not prevent poverty as social imegrar universal schemes do. Few social
transfer programmes have an explicit insurance oompt aside from the shield that the
supplementary income could provide to beneficiapydeholds. Transfers are normally
fixed in level and therefore unable to responditosyncratic or aggregate shockKs.

Some variants of public works could be an importarteption, particularly during
seasons of high unemployment. The Maharashtra Emmgliot Guarantee Scheme in India,
which provides entitlement to up to 100 work dags inemployed rural households, on
demand (Kannan, 2006), is reported to have redukedincome variability of poor
labourers living in villages with access to thegreamme by about 50 per cent relative to
labourers living in non-Maharashtra Employment Guége Scheme villages (Bhende et
al., 1992). The programme has also reduced seasualalitrition and poverty severity
amongst the poor (Dev, 1995), although a high peage of recipient households
remained with income levels below or close to tbeepty line (Shah and Mehta, 2008).
Social transfers conditional on schooling or préwenhealth care might also work to
reduce the incidence of short-term strategies Vitty-term adverse effects on poverty
(Sadoulet et al., 2004).

Strengthening the insurance properties of socsaisters is an important area for further
research, and one which has been highlighted byntpact of the 2008/09 global crisis.
Several social transfers in countries such as Brdinaica, Indonesia, Mexico and South
Africa have responded to recent food, fuel andrioi@ crises by raising the level of
benefits and extending coverage to vulnerable @bious.

A key area for further research and policy develepmis the coordination and integration
of social assistance programmes with social insgain those countries where the latter is
significant. In Brazil, for example, there is conteegarding the possible disincentive
effects of social pensions on social insurance ridmsttons (Bonturi, 2002; Clements,
1997). The two social pensions in Brazil, tAReévidencia Rural available to informal
workers, and th8eneficio de Prestacao Continugdevailable to older people across rural
and urban areas, provide transfers equivalent éomimimum wage, which is also the
minimum guaranteed pension in social insurance reebe(Schwarzer and Querino,
2002b). Improving the coordination of social inqwo@ and social assistance programmes
could extend the consumption protection availabléot-income households in informal
employment (Barrientos, 2007b; Levy, 2008).

7.4.3 Social inequality

There is often an expectation that social trangfegrammes could have effects beyond
the reduction of poverty and could help to reduceiad inequalities. In Scandinavian
countries, social transfers are very effectivedducing income disparities, although the
reach and scale of the transfer programmes is different order of magnitude to that
shown by transfer programmes in developing coumtrie reducing poverty, these
programmes will reduce inequality among househoidgoverty. In countries with high

9 When the value of social transfer programmes tspeoiodically adjusted to the inflation rate,
there is a risk for programmes to see their effectess seriously eroded in terms of poverty
reduction. In Mozambique, for example, the FoodsBiyp Programme, which was originally set at
one-third of the minimum wage, has lost its valuewd to approximately 5 per cent.
Unsurprisingly, beneficiaries’ households complalmt the transfer is insufficient or even
insignificant. (For more details, see Devereux e2805.)
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income inequality, changes in income inequality aghthe poor brought about by transfer
programmes will, at best, show very small effed¢ttha aggregate level. In addition, the
low level of the benefits and the overall progranmoelget will further reduce the impact
of the programme on aggregate income inequality.

Some studies do report social transfer programnfiectsf on inequality. Studies from
Brazil, Chile and Mexico suggest that social trangfrogrammes there have helped reduce
inequality.® In South Africa, the combination of grants is répd to have contributed to a
small reduction in income inequality (Woolard, 2D08urther research is needed to
identify with greater precision and certainty thagnitude of these effects, while throwing
light on how the design and implementation of thesggrammes can help to maximise
these effects (for a discussion on this issue seadditos, 2008c).

In sum, social transfer programmes are effectivepintecting consumption among
participant households. Transfers have the efferhproving purchasing power, while at

the same time providing greater stability to congtiom. Few transfer programmes have
explicit insurance properties, but these are ingyarin public works or employment

guarantee schemes. There is some evidence thadl goamnsfer programmes reduce
inequalities at the bottom of the income distribati but their budgets are too small to
ensure reductions in aggregate inequality. In sonaelle-income countries, recent studies
have suggested that social transfers are respen&iblmarginal reductions in income
inequality. Social transfer programmes have strongfects in reducing social

inequalities, for example in terms of access tuises.

Facilitating social inclusion and cohesion

Household, community and societal conditions arpoirtant determinants of the impact
and effectiveness of social transfers. Intra-hooketdynamics are an important factor in
determining whether transfers enhance the capatjtgpor households to access economic
opportunity. To be effective, transfers focusedchitdren require the active participation
and support of parents and carers. Bangladeshiggrone Challenging the Frontiers of
Poverty Reduction/Targeting the Ultra Poor usuathbrts implementation in a district by
setting up a Poverty Committee, which engagesdba klites in the programme. Brazil's
Bolsa Familiais implemented by municipalities able to adapt awpplement the
programme with other interventions. Transfer pragres in Brazil and South Africa were
significantly influenced by “social contracts” (B&ntos, 2008a), whereas the
implementation of social transfer programmes in aédow-income countries in Africa is
hampered by the lack of political support.

At the same time, social transfer programmes h#fieete on social inclusion and social
cohesion, and can help embed and reinforce sooiaracts. The extension of social
transfer programmes in South Africa embodies s@madl political commitments to greater
equity and inclusion, and contributes to greatariadocohesion. There is an emerging
literature examining the impact of transfers orra#tousehold resource allocation and
dynamics, with implications for women’s empowermdhis common for transfers to be

0 Santiago Levy, one of the architects Rrbgresa/Oportunidadebas noted (2006, pp. 19-20):
“The Programme can contribute to growth as it gadlgiufosters a healthier and more educated
labour force and it allows poor households to makee productive investments that have longer
horizons and higher expected returns. But that moll have a first order effect on the country’s
growth rate. This is because the first two deciléshe income distribution receive less than 2.5
percent of aggregate income in Mexico ... If all pdwuseholds’ income (net d?rogresa-
Oportunidadedransfers) increased by 5 percent a year, aggrégadme would increase, at most,
by an additional 0.12 percent a year over the dgnoate without the program’.
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paid to the mother, in the expectation that chiidwéll benefit directly (Haddad et al.,
1997). An interesting issue is whether this mogaiittransfer payment has any effect on
intra-household resource allocation (Molyneux, 200% Mexico, for example, studies of
the impact ofProgresaon patterns of consumption observe a shift in gonion towards
children-related goods and services, as motherthardirect recipients (Rubalcava et al.,
2002).

Finally, when considering the contribution of targk programmes to social inclusion, it
should be kept in mind that targeting might, irelits generate exclusion by setting
resource conditions that are difficult to assegscieating direct and indirect costs for
potential beneficiaries or by being too demandimg local institutions in charge of
applying it. Generally, these negative aspects tendffect the most socially excluded
more than others.

7.5.1 Empowerment and gender

Anthropological studies of the programme Challeggithe Frontiers of Poverty
Reduction/Targeting the Ultra Poor in Bangladestu fihat the programme represents a
departure from old-style patronage in village styci&@he study reports, for example, that
ultra-poor women who previously had no chance ahigg access to local government
resources (warm clothes in cold weather, reliefdgdare better placed to secure such
statutory rights. And this has also contributedgt@litative changes in the lives of the
ultra-poor. Positive impacts include their inclusiwithin the village community social
life. Some programme beneficiaries reported beinvifed to festivals and weddings from
which they had previously been excluded: “now thal} us to eat” (Hossain, 2005). The
programme has also gained a degree of local legiynand ownership. Interviews and
discussions with village members reveal some pidéne achievements of ultra-poor
people. Elite groups now provide support for therpst women, whose living conditions
and prospects meant that they were previously elytiwritten off as “beyond help”
(ibid.).

In Chile a study finds that beneficiary househadihile Solidarioare more aware of
social services in the community. This result ipdmtant, given that social inclusion is one
of the main objectives of the programme. Househimidgban areas were also reported to
look proactively for help from local institutionsgflecting a growing awareness of their
entittements as members of society (Galasso, 2006).

In Mexico anecdotal evidence suggests that womelrthiat their self-esteem and financial
security is enhanced as a result of the transg&sH-confidence, awareness and control
over household resources were also improved, wigjpitant consequences for women'’s
empowerment (Escobar Latapi and Gonzalez de ladR@€l99). Other studies report that
women have acquired more status in their commuitieth shopkeepers, for example,
treating them with more respect as they becametaathy (Molyneux, 2007). Anecdotal
evidence is supported by econometric analysis.ullysbf Progresareports a decreasing
probability of husbands being the sole decision-enak five out of eight decision-making
outcomes, particularly those that affect childrém.this sense, by giving transfers to
women, Progresa appears to be influencing intra-household bargginin favour of
women, which in turn has benefits for children (&fikas, 2005).

Similar results are reported from Brazil. Here @lgild Labour Eradication Programme,
now integrated intoBolsa Familia improved mothers’ sense of independence and
responsibility for their children and family, asthwere the direct recipients of the transfer
(World Bank, 2001a).

Studies on public works programmes also report evepment improvements as a result
of programme participation. In India, for examplee Maharashtra Rural Employment
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Guarantee Scheme is found to change exploitativeomeclient relationships in some
communities as well, as landless labourers are wesul to negotiate better wages (for a
discussion see DFID, 2005)Women seem to have benefited too, as their ecanpavirer
has enabled them to improve their social statuscamfidence within their families and
communities (Dev, 1995). However, the lack of psoi of institutional childcare has
meant a lag in female participation (Samson et28l06). Other studies have also found
positive effects of public works on empowerment.Bthiopia, for example, narrative
evidence has reported women noting that partiopatn the Urban Food for Work
programme have increased their confidence in twir abilities (Garrett, 2001).

Social pensions, in addition to improving incomew&y, have contributed to raising the
social status of the elderly. In Lesotho, for exlnpnecdotal evidence indicates that old-
age pensions have enabled the elderly to improsie fimancial self-reliance, and hence
their status within the household: “Before we weated as if we were dead. People now
respect me” (Save the Children et al., 2005). Twt that the elderly contribute to their
families with income, particularly in times of neeshhances their position as valuable
members of society. In Namibia, pensioners’ incoofien represents the only secure
income for entire families, and as a result, peraie are kept within families and well
looked after (Schleberger, 2002). Old-age pensoamsplay an important role in restoring
elderly people’s dignity and conferred recognitiimgontexts where they would otherwise
be perceived as economic burdens. At the samettieyemay also exert moral pressure on
the elderly, who are now obliged to support thamifies.

7.5.2 Social cohesion

To the extent that social transfer programmes @ppated by and embed shared values of
solidarity, they can contribute to greater sociahasion (Gough and Olofsson, 1999).
Social transfers could strengthen social networids @mmunity organizations, both pre-
requisites for the effective functioning of socigtiyockwood, 1999). Through Gram
Shahayak Committees, formed with members of lolilse the Bangladesh Challenging
the Frontiers of Poverty Reduction/Targeting the#aJPoor programme is reported to have
contributed to building social cohesion at theag# level. In some cases, that process has
meant a widening of social networks, and improvesianthe extent of social inclusion of
poor people in village social life. Studies haveedoa reduction in the risk of assets held
by programme beneficiaries being damaged or stoderd when assets have been
threatened, committee members are reported todféatively managed conflicts through
available dispute resolution practices and institiet (Hossain, 2005).

In Colombia a study dfamilias en Acciorhas reported improved levels of social trust and
collective altruism in beneficiary neighbourhoodshem compared with control
neighbourhoods (Attanasio et al., 2008). In SouthicA studies on theZibambele
programme in KwaZulu Natal report the formationsofcial capital associated with the
programme, with co-workers offering mutual suppatrttimes of need, and establishing
informal savings associations (McCord, 2004). InmiMaa and South Africa social
pensions are reported to have inhibited rural—umbagration and constrained levels and
rates of urbanization, enabling rural communitiesntanage economic transformation
(Barrientos et al., 2003).

Studies of Mexico’'sProgresashow that social relationships among beneficiapmen
can potentially build new forms of social capifahr example, there are reports of women
organizing collectively against violence and abuas, there is evidence of violent
behaviour against women over the control of sataisfers (Molyneux, 2007; Adato et
al., 2000).

There is some anecdotal information and expressedetns that in communities with
limited disparities, social transfers which reaome but not all of the poor should strive to
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provide clear and transparent justifications foz gelection of beneficiaries in order to
avoid resentment and conflict. In low-income coigstiin sub-Saharan Africa, where the
incidence of poverty is high and the difference®amthe poor small, concerns are often
expressed about the potentially negative effectsamfow targeting. Further research is
needed on the empirical significance of these amsce

In sum, there is evidence across a range of pragesrand contexts that social transfers
can contribute to improved intra-household dynamstsonger social ties and inclusion,
and greater social cohesion. The concerns arounfhitmess of social transfer distribution
in small communities point out the importance ok tpublic perceptions of the
programmes and of transparency in the selectidieoéficiaries.

7.6 Conclusions

The rapid emergence of large-scale social trarfafegrammes in developing countries
raises important issues about their role and eWeoess as a core component of poverty
reduction and development strategies. These progesnshow considerable diversity in
objectives, design and institutionalization, andéhghe potential to make a significant
contribution to the reduction of global poverty. ttWia few exceptions, the extension of
social transfer programmes has taken place in #s¢ dlecade. A compendium of
knowledge on the outcomes of these programmessisntal at this stage, in order to
assess their future role and to improve their éffeness. As now compiled by the ILO
(2010), this provides a review of current knowledgethe effects of social transfers in
generating human development, supporting the ftilization of productive capacity,
raising and protecting consumption, and facilitgthocial inclusion and cohesion.

Section 7.2 focused on human development. It rextes broad range of findings across
programmes and countries, confirming that sociahdfer programmes are effective
instruments for improving nutritional and healthtas and schooling among poor and the
poorest households. These findings apply in pdaiicto social transfer programmes
focused on human development interventions, suépastunidadesandBolsa Famiilia
but they also extend to pure income transfers, agcBouth Africa’s Child Support Girtan
They also apply, with some expected variation, rmgmmes in both low- and middle-
income countries. Improvements in height for ageorgn children benefiting from
Oportunidadesare particularly noteworthy because they providéormation on the
longer-term effects of improved nutrition and sugjgeumulative improvements in future
productive capacity.

Many social transfers implicitly target child labfpuhrough a direct focus on school
attendance. Child labour is usually associated wiHy exit from school and therefore
with long-term consequences in terms of produgtigitd life-time earnings. However, the
evidence on the impact of social transfers on chalibur is mixed, as the observed
increase in school attendance appears to displalcel@bour only partially.

There is scarce evidence to support the view theibktransfers in developing countries
create disincentives to work and save. On the apntthe weight of the findings from
studies in Brazil, Mexico and South Africa reviewadsection 7.3 suggest that regular,
reliable and adequate transfers facilitate impraamts in household resource allocation.
These reflect a reduction in labour supply fromdrein and elderly household members,
and a compensating increase from adult memberSourth Africa detailed studies of the
impact of the social pension on labour supply sagtet regular transfers lift income and
childcare constraints, enabling labour migratios.rAgards savings and credit constraints,
the effects are likely to vary across programmeged hese effects are stronger amongst
rural households with deficits in complementarydghuctive” assets, as in the case of
Bangladesh’s programme Challenging the Frontier®®ferty Reduction/Targeting the
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Ultra Poor or Bolivia’s social pension. Current easch on integrated approaches to
poverty alleviation is expected to identify stragsgto incorporate asset accumulation and
employment interventions into existing programmes.

Social transfers aim to raise and protect housebofgumption directly, through regular
and predictable income transfers. A review of kremgle on outcomes from existing
programmes in section 7.4 concludes that transfeake a significant contribution to

reducing poverty. The effects apply across mosgnammmes and settings. The effects of
transfers on the poverty gap of households in médrpoverty are stronger. Regular and
adequate transfers also help to protect househmiduenption against shocks. Among
current programmes, however, these effects araelirby the fixed levels of transfers.

Many programmes have responded to food, fuel amah@ial crises by increasing their
level of transfers.

Intra-household dynamics are an important factoddétermining the capacity of poor
households to access economic opportunity. Theeaemlreviewed in section 7.5 suggests
that social transfers are contributing to boostigmen’s bargaining power within the
household, as well as strengthening community aade&l institutions. The findings are
not systematic across programmes and regions,emddn the main from qualitative and
localised studies.

Social transfers are also linked to reductionsayuality in countries such as Brazil, Chile
and Mexico. These aggregate effects are nonethetegsgent on the macroeconomic
and political context. Decisions about programms&igte including delivery and monitory
systems, also play an important role in ensuriegetifiectiveness of social transfers.

In conclusion, these observations of the effectsagial transfers in developing countries
provide a range of evidence in support of the irtgrdrrole of transfer programmes in
reducing poverty and facilitating growth and depslent among poor and poorest
households. This role is sustained and reinforoeddme important factors: the good
design of the social transfer programmes; the pioni of regular, predictable and
adequate benefits; their effective delivery; thstamability of the transfers; their link with

complementary services and policies; and good mong.

The growing knowledge base around the direct anlitdat effects of social transfer
programmes can guide policy-makers in strengthenexisting programmes and
establishing new ones. Conditions in low-incomentnas provide a strong challenge to
the expansion of social protection. The developnaamt adaptation of knowledge and
practice from middle-income countries, combinedhwéarning from existing pilots, can
provide an effective way forward.
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ANNEX 1.

Tripartite Meeting of Experts on Strategies

for the Extension of Social Security Coverage
Geneva, 2-4 September 2009

Chairperson’s Summary

1)

2)

3)

4)

There is a fundamental right to social secueitybodied in several core documents
developed throughout the 20th and 21st centurresng which the following are of
particular importance:

a. The Universal Declaration of Human Rights (1948)
b. The International Covenant on Economic, Soacidl Gultural Rights (1966).
The ILO mandate on social security is embodned i

a. The ILO Constitution (1919) and the Declaratioh Philadelphia (1944)
annexed thereto;

b. The Resolution and Conclusions of the 89th 8assf the International Labour
Conference on Social Security (2001);

c. The ILO Declaration on Social Justice for a Faiwbalization (2008);
d. Recovering from the crisis: A Global Jobs P&209).

There is a clear need for social security invtloeld. Individuals and societies benefit
from the existence of social protection. On the baed, social security mitigates
individual risk and uncertainty, enabling citizetts take new economic risks and
unfold development. On the other hand, from thenpoif view of societies, the

existence of social security generates stabilithiictv promotes growth. Economic
development reinforces social security. Social sBcus most effective when

integrated in a wider framework of economic deveiept, education, employment,
decent work and social policies. Several countigngxes vividly document the fact
that social security actually emerged when the aetbge societies were
comparatively poor, and the schemes fostered dewedot and growth throughout
the decades after their implementation.

Despite the virtually universal existence ofledst one social security scheme in
every country, there are significant gaps in coger#e it in developing or developed
countries. While in developing countries lack ofaerces and informality in labour
markets are the main obstacles, in developed deartertain vulnerable groups still
need protection. There are distinct, clearly defirsmd complementary roles for
contributory social insurance schemes, tax-finaneeidersal schemes and means-
tested social assistance programmes. There is mgnteon the idea that a
combination of contributory and non-contributorgraents in the benefit design of
social protection schemes delivers the most efficedternatives. The design and
governance of social security schemes should supper formalization of the
economy. Unemployment and disability schemes shpubdide incentives for the
reintegration of beneficiaries in the labour mankbenever possible.
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5)

6)

7

8)

9)

10)

11)

12)

There are important lessons to be learnt froe récent international crisis. One
lesson is that social protection schemes shouldb@ateen as a luxury or as a burden
on society, but that they have performed an extigimgortant role in alleviating the
consequences of crises, functioning as stabilimeghanisms. Another lesson is that
the notion of a “social safety net” even in momeottgrisis does not represent the
whole range of functions social security shouldqren. It should rather be seen as a
mechanism to strengthen social cohesion and prawvidasis for human, social and
economic development.

The ILO has a strong mandate with regard tostieal protection of all in need and
the extension of coverage. Its foremost tool hasnb¢he development and
implementation of international labour standardgirtg the form of Conventions and
Recommendations, particularly the Income Securigcdimendation, 1944 (No.
67), which defines the roles of social insurancd aocial assistance in providing
income security to all in need and the Social SgcuiMinimum Standards)

Convention, 1952 (No. 102). In addition, the ILOshdeveloped a broad range of
technical assistance services to countries wilingxpand social protection schemes.

There are six up-to-date Conventions focusedomml security and income security,
among which the flagship is Convention No. 102. Tdwt that Brazil, Bulgaria, and

Romania have recently decided to ratify Convenhion 102, and that several further
countries are considering its ratification, showgs dontinuing relevance. The ILO
should intensify its efforts in promoting ratifica and implementation of the main
social security-related Conventions in its workratgefor the forthcoming years.

There is a consensus on the universal righttbreeed of social security. There are a
number of ways on how specifically this universght and moral obligation to social
security could be achieved. The decision to impleme taken within the political
sphere, and the concrete steps are made by Stftesting local culture and means,
as well as a fair sharing of responsibilities bewendividuals and society. Hence the
realization of this universal right has to be deei locally. Social dialogue among
the social partners is a crucial instrument in tieigard. Taking into account the
gender dimension is also of utmost relevance, anemoare particularly affected by
poverty and would especially benefit from a sopiaitection floor.

The proposal for a two-dimensional strategy foasmd large acceptance among the
audience. The conceptual idea would be to devetopxéension strategy for social
security coverage in a horizontal and a verticaledision.

Horizontal coverage extension means increagirggtitatively the number of persons
covered by social protection schemes, includingsehin the informal economy,

through the implementation and expansion of a Eéasic public policies aimed at
delivering basic income security for the workingeagopulation, basic health-care
services for everyone, child-focused income bemefbordinated within a policy

package with education/health/labour market andlfapolicies, and basic pensions
for the aged and disabled.

Such a set of basic public policies represamart of the Social Protection Floor and
should be seen as a first step on a “stairway” tdsvaniversalization and deepening
of coverage. This set is meant to define a minincone content, as described in (10)
above, of the human right in relation to the ursedity of social protection.

How and in what sequence to achieve the fmmehts of the Social Protection Floor
must be designed locally, according to each coimtmgeds and capabilities. The
fiscal space has to be built through national pedic Experience from different
continents has shown that such policies can berdafibe and that different
combinations of instruments might suit better eamimtry’s particular situation.
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13) A second part of the strategy would be vertamlerage extension, which is very
much related to the implementation of social ineaeacoverage standards as defined
by the current Conventions and Recommendations.

14) Both parts of a strategy — horizontal and eattcoverage extension — can be pursued
in parallel and in synergy. Several countries haseently shown that coverage
extension of formal insurance schemes can occpaiallel with the implementation
of programmes representing the Social ProtectioorFl

15) Proper health coverage is one of the major exmscin relation to the catastrophic
social risks eventually faced by workers in theecad illness, the equity of
expenditure and the fiscal stability of social ségun the long run due to the rising
cost trend. Country experience shows that the usiiahtion is the existence of
parallel systems which have evolved historicallg,&nom a pragmatic point of view,
need to be coordinated and improved. The capaityhe State to coordinate and
regulate the different actors involved in healthegarovision needs to be developed.

16) In the field of health care the approach is/\&@milar to the other branches of social
security already referred to: probably the bestreggh to ensuring benefit
entitlements for all is a mix of contributory andmcontributory mechanisms.

17) Additionally, technical support, research andvczacy are required for the
development of social health-care protection agdjitality. To that end, the ILO is
encouraged to sustain its existing cooperationeaitih care with other UN and non-
UN agencies specialized in the field of healthq@es and provision.

18) The recent international crisis has once agpmoved the importance of
unemployment insurance schemes. Since several rigsurdtill lack schemes to
protect the unemployed, such policies need to tredoced and strengthened. The
experience of India shows that non-traditional oesgs to unemployment in the
informal economy can be successfully implementedidittonally, within the
countries which already operate unemployment besefiemes, the main concerns
are to extend coverage, as well as to build adinknemployment protection systems
with activation policies.

19) In recent years, family benefits have beenngoitant mechanism to avoid poverty
among families with children, a group which stillffers from high poverty rates.
Hence, their inclusion in a basic policy packagmeal at establishing the Social
Protection Floor becomes more relevant. Speciainttin should be given to the
linkage of family benefits with the delivery of ditp social services such as
education and health.

20) The evidence from the implementation and opmraif cash transfer programmes —
conditional or not — in several countries has pdotkem to be an important
instrument in alleviating poverty, encouraging &sceo social services (e.g.
education) and broadening the long-term developrogpbrtunities for the poorest
population. The possibility of tying cash transferogrammes to other policy
packages helps people to break the intergenerticanrasmission of poverty and
possibly gain access to formal schemes of sociéption.

21) The effective operation of such cash transfeg@ammes aBolsa Familiain Brazil
and Oportunidades in Mexico requires institutional capacity, whicheads
investments in knowledge and building administeatthannels at national and local
levels. Country experience shows that their castder mature large-scale operation,
at around 0.5 per cent of GDP, seem to be in tfioedsble range.
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22) Pension debate had been focused on importahhital issues, such as financing
methods or administration structures. Different hods of financing pension
schemes were discussed. However, from a pragmaitit @f view, the outcomes are
actually the most important, e.g. coverage of wwkecoverage of potential
beneficiaries, and the appropriate level of besefihe extension of coverage in this
regard might be done by means of social assistanicasic pensions, means-tested or
universal, which are tax-financed. These schemesarticularly beneficial for the
disabled and the aged poor, who are not able tataiaia record of contributions to
social insurance. Country examples also show ttettis a potential to increase the
coverage of contributory schemes in parallel whith introduction of social assistance
and universal basic schemes.

23) Worldwide figures and experience shows thaticbascial security benefits are
affordable in most countries, even if their introdon may have to be phased in
progressively over a number of years. There islifigad discretion range for decision
as to the proportion of fiscal spending which iso@ted to social protection
programmes. Besides that, several other optiorgdate financial space for social
programmes are available, among them fiscal refamorgasing progressiveness in
tax structures and administrative steps to fighieteasion and waste.

24) As schemes mature and populations age witldnddmographic transition, special
attention should be given to the long-term stabdihd the mix of financing methods
of more developed social security benefit systests,as not to undermine the
prospects for employment of future generationsenmhomic development.

25) Employers have stated that employment and grability are important elements for
the development of social protection and their Hoiag. Government speakers
pointed out that a basic social protection floontdbutes to a sustainable economic
development, and should be seen as social investamehas a positive factor for
competitiveness. The Workers concluded that, basethe rich experience shown
during the meeting, a social protection floor isdéle and can strongly enhance
economic and social development.

26) Workers and a number of Governments made tlse éar the creation of an
international labour standard on the Social PraiecFloor, since current existing
instruments have been developed within a spediimtical context of World War |l
and its aftermath. They are focused on standatafing to social insurance schemes,
and an instrument on social assistance programsnssllilacking. The Employers
expressed a preference for a non-binding mechaumisen that for them a pragmatic
approach based on best practices would be the @fficient mechanism to achieve
the goal of extending coverage of social security.

| express my personal conviction that these cormmbgs will contribute to the
implementation of the Global Jobs Pact, the Detitamaon Social Justice for a Fair
Globalization, and the advancement of the DecentkWgenda.

Carlos Eduardo Gabas
Geneva, 4 September 2009
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ANNEX 1.

Terminology

Social protection and social security

The termssocial protectionand social securityare used in various and not always
consistent ways, differing widely across countriegernational organizations, and also
across time. It is not the purpose of this annerdsert any universal definitions; it is
rather simply to clarify terms and concepts as they used in this report and other ILO
documents.

Social security

The notion ofsocial securityadopted here covers all measures providing beneftiether
in cash or in kind, to secupeotection inter alia, from

(a) lack of work-related income (or insufficientcame) caused by sickness, disability,
maternity, employment injury, unemployment, old ,agredeath of a family member;

(b) lack of access or unaffordable access to healtéy;
(c) insufficient family support, particularly fohédren and adult dependants;
(d) general poverty and social exclusion.

Social security thus has two main (functional) dasiens, namely “income security” and

“availability of medical care”, which are identiflespecifically in the ILO Income Security

Recommendation, 1944 (No. 67) and the Medical Raeommendation, 1944 (No. 69),

respectively, as “essential elements of social igtuThese Recommendations envisage
that, firstly, “income security schemes should eeti want and prevent destitution by
restoring, up to a reasonable level, income whichtost by reason of inability to work

(including old age) or to obtain remunerative wark by reason of the death of the
breadwinner” (No. 67, Guiding principles, ParagraphSecondly, “a medical care service
should meet the needs of the individual for carentgmbers of the medical and allied
professions” and that the “medical care servicesukh cover all members of the

community” No. 69, Paragraphs 1 and 8his duality is also reflected in the formulation
of the Declaration of Philadelphia which speakssofcial security measures to provide a
basic income to all in need of such protection @emiprehensive medical care”.

Access to social security is, in its essential reata public responsibility, and is typically
provided through public institutions, financed eitfiromcontributionsor taxes However,
the delivery of social security can be and oftemandated to private entities. Moreover,
there exist many privately run institutions (ofurance, self-help, community-based or of
a mutual character) which can assume a numberle$ no social security, and important
modalities of income security, including in partanuoccupational pension schemes, which
complement and may substitute in considerable meafeu elements of public social
security schemes. Entitlements to social securigycanditional either on the payment of
social security contributions for prescribed pesigde. contributory schemesnost often
structured asocial insurancearrangements) or on a requirement, sometimesitdedcas
“residency”, under which benefits are provided loresidents of the country who also
meet certain other criteria (i.aon-contributory schempsSuch other criteria may make
benefit entittements conditional on age, healthbola market, income or other
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determinants of social or economic status and/@nesonformity to certain forms of
behaviour. Means-testembcial assistances a special case envisaged under the provisions
of Recommendation No. 67 concerning income security

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

Depending on the category of applicable conditi@slistinction is also made between
non-means-tested schen(@here the conditions of benefit entittement ao¢ related to
the total level of income or wealth of the beneligi and his family) ananeans-tested
schemeg(where entitlement is granted only to those witlkome or wealth below a
prescribed threshold).

A special category of “conditional” schemes inclsidbose which, in addition to other
conditions, require beneficiaries (and/or theiratieks or families) to participate in
prescribed public programmes (for example, spetifiealth or educational programmes).
In recent years, schemes of this type have becamaik asconditional cash transfer

(CCT) schemes.

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

Social protection

The termsocial protectionis used in institutions across the world with amre wider
variety of meanings thasocial security It is often interpreted as having a broader
character than social security (including, in manftr, protection provided between
members of the family or members of a local commy)if but is also used in some
contexts with a narrower meaning than social secitinderstood as comprising only
measures addressed to the poorest, most vulnesaldxcluded members of society).
Thus, in many contexts the terminology “social sigland “social protection” may be
largely interchangeable, and the ILO (following thgropean tradition) certainly uses both
in discourse with its constituents and the provisibrelevant advice to theff.

1 This usage was reflected in ILO, 200@orld Labour Report 2000: Income security and socia
protection in a changing worl{iGeneva).

%2 It may be noted, however, that the ILO does usdniktitutional title “Social Protection Sector”
which comprises a wider range of programmes thaiaksecurity: the Sector deals with issues
including safety at work, labour migration, andeasthspects of working conditions such as hours of
work, wages and others.
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In this report, accordingly, reference is madedocial protection” as having the following
aspects: (1) as “protection” provided by socialusiég in case of social risks and needs;
(2) in relation to the Social Protection Floor awieaged by the family of UN agencfés

to include not only social (security) transferst lalso access to a range of basic social
services.

Social transfers

All social security benefits comprisensfers eitherin cashor in kind, i.e. they represent
a transfer of income or services (most often headile services). This transfer may be
from the active to the old, the healthy to the sakthe affluent to the poor, among others.
The recipients of such transfers may be in a psit receive them from a specific social
security scheme because they have contributedcto asschemecpntributory scheme or
because they are residentmifersal schemefor all residents), or they fulfil specific age
criteria (ategorical schemgs or they experience specific resource conditi¢gscial
assistance schemnjesr because they fulfil several of these conddianthe same time. In
addition, it is a requirement in some schemes hieaeficiaries accomplish specific tasks
(employment guarantee schemes, public works) drthiey adopt specific behaviours (as
in CCTs). In any given country, several schemedifbérent types generally co-exist and
may provide benefits for similar contingencies tffedent population groups. The more
specific characteristics of these different schearesoutlined below.

In contributory schemes the contributions made Ilepefficiaries directly determine
entitlement to benefits (acquired rights). The ntmsthmon form of contributory scheme is
of a statutorysocial insurancescheme for formal wage employment and, in some
countries, for the self-employed. Other common s$ypé contributory scheme include
national provident funds that usually pay a lumpnsto beneficiaries when particular
contingencies occur (typically old age, invalidity death). In the case of social insurance
schemes for those in wage or salary employmentribations are usually paid by both
employees and employers (by and large, employnmguntyi schemes are fully financed by
employers). Contributory schemes can be whollyrfoeal through contributions but often
are partly financed from tax or other sources,egiih the form of a subsidy to cover the
deficit, or in the form of a general subsidy supgpilag contributions altogether, or
subsidizing only specific groups of contributors b@neficiaries (those not contributing
because they are caring for children, studyingmiiitary service, unemployed, or have too
low a level of income to fully contribute, or reeeibenefits below the minimum because
of low contributions in the past).

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

83 See deliberations of the United Nations SystenefdBkecutives Board for Coordination (CEB),
Paris, April 2009 (CEB/2009/1).
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Many social security schemes of the contributonyetyare presented and described as
“insurance” schemes (usually “social insurance &), despite being in actual fact of
mixed character, with some non-contributory element entittements to benefits; this
allows for a more equitable distribution of bergfiparticularly for those with low
incomes, short or broken work careers, among atfidrese non-contributory elements
take various forms, being financed either by ottmmtributors (redistribution within the
scheme) or by the State.

Conversely, non-contributory schemes or socialsteste schemes normally require no
direct contribution from beneficiaries or their doyers as a condition of entitlement to
receive relevant benefits. Non-contributory schenmetude a broad range of schemes
including universal schemes for all residents aoohes categorical schemes or means-
tested schemes. Non-contributory schemes are ydurahced through tax or other state
revenues.

Universal schemes for all residenfwovide benefits under the single condition of

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

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

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

Means-tested schem&arget people whose means (usually their assetsrmome) fall
under a certain threshold. Such targeted schemeweay diverse in their design and
features. This diversity may manifest itself thrbuthe methods of targeting that are
employed, the supplementary conditions requiredofreficiaries to access benefits and
the inclusion of other interventions that are dmldd on top of the actual income transfer
itself.

Conditional cash transfer§CCTs) are social assistance schemes that praadh to
families subject to the condition that they fulpecific “behavioural” requirements. This
may mean they must ensure their children attendackgularly (typically 85-90 per cent
attendance) or that they utilize basic preventativiition and health-care services; CCTs
are usually means-tested.

Employment guarantee schenesure access to a certain number of workdaysaatge
poor households, generally providing wages at atively low level (typically at the
minimum wage level if this is adequately define8luch programmes generally take the
form of “public works” activity.

Social security schemes, programmes and measuoefddbe seen as a distinct body of
rules and, therefore, characterized by at leasttaio degree of “formality”, supported by
one or more social security institutions governting provision of social security benefits
and their financing. It should, in general, be faesto draw up a separate account of
receipts and expenditure for each social secucieme. It is often the case that a social
security scheme provides protection against a sinigk or need, and covers a single
specific group of beneficiaries. Typically, howevene institution will administer more
than one benefit scheme.
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All the social security schemes and institutionthie country are inevitably interlinked and
complementary in their objectives, functions amdficing, and thus form a national social
security system. For reasons of effectiveness dficieacy (and the ILO will always
recommend this to its constituents), it is essetiti@ there is a close coordination within
the system, and that — not least for coordinatiwh glanning purposes — the receipts and
expenditure accounts of all the schemes are cothite one social security budget of the
country so that its future expenditure and finaganh the schemes comprising the social
security system are planned in an integrated way.

Risks, contingencies, insecurity and risk managemen £ %

Contingenciesare events that might or might not occur (havingecident or winning the
lottery, for example)Risksare contingencies that are perceived as havinggative or
detrimental effect on individuals, groups or sde®t- or even more complex entities, such
as the environment. Risks, in this sense, includead range and variety of contingencies
such as flood, earthquake, conflict, loss of jdie death of an income-earning household
member or chronic illness.

An individual (or group) is exposed to a risk itartain event can occur and affect that
individual. An example might be living in an envimment where a certain illness can be
contracted. An individual who moves to a countryewéhthat particular illness does not
exist is no longer exposed. The individual (or grois vulnerableto a certain risk if they
have no means of coping with the consequencesabfritk once it has occurred: for
example, not being able to afford medical care thatld help to restore health. Those
who are vulnerable to a certain risk are in need gfotection mechanism that reduces
their vulnerability. Social security reduces vukgtity to the financial consequences of
certain risks if and when they materialize — that it provides security or reduces
insecurity. While steps may be taken where possibévoid accidents or iliness, the direct
contribution of social security to reducing exp@sto risks is necessarily limited.

Not all risks are unforeseeable and beyond confol. example, the probability of
contracting a certain illness can be reduced bythreanscious behaviour, the risk of
unemployment by moving to a region where the irttligi’s skills are in greater demand,
and the family’s exposure by sending them out cbantry that is beset by political unrest
or poor health conditions. Thisiisk reduction avoidanceor prevention The payment of
insurance contributions that guarantee entitlentent cash benefit should a certain
contingency occur helps to mitigate the relevask.rSocial assistance benefits provided in
case of poverty are regarded as a means of cogihgtive risk (although the degree of
coping is clearly reflected in the adequacy or otiee of the benefits). The whole
portfolio of strategies and arrangements rangimngmfrrisk reduction, avoidance or
prevention to risk mitigation and risk coping idled risk management

5 The text of this sub-section draws on Cichon et2@04.
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ANNEX IV.

The Global Extension of Social Security (GESS) Inte  rnet Platform

GLOBAL
EXTENSION

* FRANCAIS ENGLISH ESPARDL

A/
W SOCIALO;ECURIIY @)

A HOME! RESOURCES! TRAINING | ASSISTANCE RESEARCH | G-FORUM | NEWS B ver 1 @ waan; (=) conmact

All the information presented in Part Il og
the Guide is available and regularl
updated in the Global Extension of Soci
Security (GESS) Internet Platform -
http://www.SocCialSeCcuUrityeXtenSioN.Org o s oo s
The GESS Platform collects informatio *
and knowledge on social securit ”
organized by different entry points. Use|
can:

of social security, Tt aims to
knowledge and promots

55 i Iy b nhanced! Do nat hesitate to take part in its further develapment
suggesting additional cantent or posting comments

700M ON

» access information about polic.
areas such as health or old ac . ... ..
policy instruments, target groups | = -
and tools/models for extendin¢ |.
social security or statistics;

» find direct links to key services suc
as financial and actuarial service T,
legal services and training services;

« consult information organized according to coymir regional activities. This section
allows users to access first-hand information arpegence direct contact with
specialists in the regions and countries of the@rest.

Further information on the effects of non-contridiytsocial transfers is available on the
GESS spaceSocial Transfers Impacts'This space presents worldwide evidence on the
poverty and developmental impacts of different abtansfer programmes such as social
pensions, conditional cash transfers and employggartantee schemes.

The Social Transfers Impactgpace makes the relevant documents availableofenidad.
These information resources are continually evgldnd include, notably:

 a comprehensive matrix with evidence on the &faaf different social transfer
programmes around the world. The evidence preseesedts from a desk review and
is extracted directly from the literature analyskdcan be searched using different
criteria such as type of impact or country;

» the snapshot of a significant number of sociahsfer programmes around the world
presenting key information on them;

* an extensive list of bibliographic referencegdtmn social transfer domain.

GESS gives access to updated social securitytitatisesources from both ILO and non-
ILO databases through the “statistics” thematicepagd the related workspaces.
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