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Welcome to the ISSA Initiative Toolkit

The Initiative is a response to ISSA member organisations’ desire to be better equipped to
take an active part in dialogues and debates about the future of social security in their
respective countries.The leaders of social security systems around the world are faced with
an increasingly complicated array of questions and issues to which they must respond:

• Is social security protection compatible with economic growth?
• What steps should be taken to extend social security coverage to the majority of workers

and their dependents who remain outside the umbrella of social security protection? 
• Is it possible to ensure the financial solvency of social security programmes while at the

same time guaranteeing an adequate level of benefits to the individual?

The Toolkit is a user-friendly resource to help social security policy makers and managers
explain social security to insured persons, trade union leaders, employers, legislators,
journalists and the general public.With this information, policy makers can get the message
out that further improvements in social security protection can and must be achieved to
ensure social and economic stability in society.

Regardless of the level of economic development, the maturity of the national social security
system or the current level of protection provided to individuals, social security officials and
policy makers must be prepared to explain and persuade influential stakeholders that social
security is crucial to creating a better society.While there may not be consensus on how to
get there, the Toolkit provides a common foundation that will prepare social security
administrators and stakeholders for that debate.

Research and new data can help us find the right course. But there is an even more pressing
need for immediate action on the basis of what we know today.The ISSA must use the results
of the Initiative as a set of principles to inform and guide its own work and, in turn, to further
global dialogue about the social and economic benefits achieved through social security.

Further information on the Initiative and ISSA activities is available from the Secretariat at
www.issa.int or issa@ilo.org.

The five components of the Toolkit are:

• Four Key Messages outlining not only the required elements of a strong and secure
social security system, but also the reasons for ensuring its continued stability.

• Overview of the Findings from the Initiative that highlights the major lessons and
conclusions that can be drawn from relevant studies.

• Abstracts of seven comparative studies on 1) extending pensions and health coverage
to new populations; 2) protecting individual rights under privately managed social
protection systems; 3) and promoting social security protection as a citizen’s right.

• PowerPoint Presentation on the Key Messages and Findings from the ISSA Initiative.
• A CD ROM with all elements of the Toolkit plus the Executive Summaries of seven

reports, as well as the conclusions of the 2002 Vancouver Conference.
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How to use this Toolkit

The Initiative Toolkit, designed with the user in mind, will help you engage decision makers,
legislators, community leaders and other stakeholders, as well as your own staff in a dialogue
on the importance and future direction of social security.The resources found here are easily
adaptable to a wide range of purposes - speeches, issue papers, media interviews and
educational campaigns, just to name a few. Here are some ideas on how the toolkit can be
effectively used:

• Internal and external communications – Use the Key Messages in preparing printed
and electronic newsletters and briefing materials for the media and policy makers.The text
can be easily modified and used for various audiences, including trade union and business
leaders, social security advocates, as well as for the general public. These messages will
equip you with the policy foundation that is critical for engaging in effective dialogues.

• Pesentation and speech materials – Use the PowerPoint Presentation, drawn from the
Findings from the Initiative and the Key Messages, for your own presentations. If you need
more in-depth data and analysis, the Executive Summaries of Initiative Research Projects, found
on the CD ROM,provide highlights of the studies, noting key facts and figures.As the debate
on social security evolves, consistent messages and global comparisons are valuable for
supporting national arguments.

• Training and educational resources – Ensure that your staff knows the issues and the
answers to the social security debate. The Abstracts are useful tools for informing social
security administrators and employees of the current research on social protection. The
Toolkit provides you with a valuable educational and training resource that explains the
guiding principles for effective administration of programmes and the reasons to ensure the
continued sustainability of social security.



TOWARD A MORE SECURE WORLD: FINDINGS FROM THE ISSA INITIATIVE

About the Initiative
The ISSA Initiative began in 1999, based on the results of the Stockholm Initiative and after a decade
of debate about the costs and financing of social security - a debate that had been dominated by
the assumption that trade-offs were necessary between economic and social development. ISSA
members were concerned that the debate was not based on facts, and that the broader benefits
of social security were being ignored.

At the same time, it appeared that social security coverage, in terms of both absolute numbers
and adequacy, was shrinking. There were concerns about people’s rights to social security and
whether these rights were being respected, particularly by private schemes.Were governments
reneging on their responsibilities by introducing privately run individual accounts for pension
funds? There also were questions about the public’s sense of security, as there appeared to be no
direct link between the level of social security in a country and the public’s confidence in it.

The ISSA Initiative evolved into a nearly five-year conversation on the meaning of the security in
social security. It has - like all good conversations - developed as new evidence and theories
emerged. Research commissioned by the ISSA added new ideas or confirmed perceptions. But
since the Initiative was not conceived primarily as a research project, the debate included
evidence from many sources, including experts, administrators, politicians, academics and the
general public.

By the halfway mark of the Initiative, at a Vancouver Conference in 2002, most expert thinking
about social security had become more balanced, less ideological and more inclusive of
developing countries’ interests than it appeared to be during the 1990s. The positive links
between economic and social development had become more apparent, which allowed the
debate to expand beyond its narrow focus on financing and affordability.

Now that the Initiative is completed, what has been learned?

Social and Economic Development
Social and economic development occurs hand in hand. As countries expand their social security
coverage, they are likely to experience positive economic impacts.

Based on a growing body of research on the relationship between social security and economic
performance, there is solid evidence that well-designed social security schemes do not impede
economic growth and increasing evidence that it can have positive impacts on the economy.
Countries with well-developed social security systems tend to have stable economic growth, and
the most economically competitive countries tend to have well-developed social benefits. A
reasonable conclusion is that the economy benefits as social security increases social cohesion
and minimizes social unrest.



When social security programs have a negative effect on the economy, one usually finds poor
design, an inappropriately expensive programme or inadequate management.

Good social security is not a luxury meant for only the richest nations. For example, a new
WHO-financed study on health care insurance shows that countries with good health care began
their health care coverage when they were low- to middle-income economies. Their coverage
expanded while their economies were growing. Countries attempting to increase their social
security coverage should have confidence that this can be done hand-in-hand with economic
development.

Social Security Coverage
Countries need to extend social security coverage in ways that suit their own traditions, culture and
economy.

Less than 20 per cent of the world’s population have social security coverage in any form, and an
extensive study commissioned by the Initiative confirms that coverage is not expanding at the
rate that one would hope, in either developed or developing countries. Moreover, certain groups
are more prone to be excluded from coverage, no matter what the state of a country’s economy.
According to the study, people in the agricultural and informal sectors, women and migrants are
most often unprotected.

The study also finds a relationship between this exclusion and the design of contributory
schemes, particularly those that rely on formal sector worker insurance. Though contributory
social insurance provides a high level of protection for members, many countries either lack the
infrastructure or have designed their scheme in such a way that they are unable to extend it to
informal or agricultural economies. Certain excluded groups could benefit from more

Pensions: A View from the Stockholm Initiative
The ISSA’s Stockholm Initiative, begun in 1996 and focused on the economics of retirement
pensions, is the subject of Older and Wiser: The Economics of Public Pensions by Larry
Thompson.This book questions some of the myths about pension financing and concludes
that  well-designed pension programmes do not have negative effects on labour supply or
work effort, nor, in a free-market economy, do pension contribution rates have any
particular relationship with international competitiveness.

A switch to a privately run, individual system may have some economic benefits, but will
not necessarily provide short-term fiscal improvement for governments, since any benefit
may be offset by the need to finance existing liability from the old system. In addition,
people relying on individual savings face higher risks  in retirement from fluctuating
economic conditions than those covered by the pooled risk of public pensions.

The Stockholm Initiative set the stage for the ISSA Initiative. Given that trade-offs do not have
to be made between economic growth and social security,what is the nature of the security
governments should provide? 



redistribution within existing schemes, the addition of universal schemes or other multi-tier
approaches. It is time for countries to consider new forms of social protection or new ways to
deliver social security in order to reach excluded groups.

The WHO study on health care insurance provides a useful roadmap on how countries can
expand coverage, and the prerequisites are quite applicable to other forms of social insurance.
As it can take decades for a country to achieve universal health care coverage, sustained political
will is of primary importance. In addition, during their transition to universal coverage, all of the
countries in the WHO study demonstrated an ability to administer the social security with well-
trained middle-management workers, strong government leadership and, more generally, civil
society participation in the policy development process.

It is instructive for developing countries that Costa Rica was able to achieve extensive coverage
for health care within 20 years and universal coverage in 50 - faster than many European
countries. As with the other countries in the study, this social benefit expanded at the same time
that the country experienced growth in its formal sector, increased urbanisation and growing
population density.

Coverage of Migrants
Countries need to move beyond existing international migration agreements and strive to enhance the
social protection of migrants.

The studies and discussions during the Initiative raised issues about better international
coordination for the social protection of migrant workers. Resolving these issues requires
attention to regulation of the labour market and of labour flows, and to better bilateral and
multilateral arrangements between countries. More importantly, countries need to address public
perceptions about the value of immigration to their economies and to review their broader
integration policies.

Rights and Responsibilities
Every person has a right to some form of social protection, and it is the responsibility of government to
ensure that those rights can be reasonably exercised.

Since social security is set up by government to ensure the security of individuals, it is in the
government’s self-interest to see that the system works well. Because public social security is based
on the theory of pooled risk, schemes work well when all who are eligible participate in them.
Contributions must be made and benefits paid for the schemes to do what they are designed to do.

The move to more privately managed, individual account pension systems in the 1990s led to a
concern that governments were withdrawing from their responsibilities, and that people’s rights
under these schemes would have to be protected differently. However, in great part, problems were
avoided because most governments continued to play a strong regulatory role in privatized schemes.



Protecting public rights to social security comes down to strong management and stewardship,
whether the scheme is public or private.These rights can be ensured if governments develop an
effective regulatory framework and hold administrators accountable for management of the
funds. Social security programs have large incomes and expenditures and are designed to work
over many years, but successive governments can lose sight of the purpose, fail to understand
actuarial principles and/or fall victim to political pressures. A strong legal framework with the
requirement for transparency in decision-making written into law can help to protect social
security financing over the long term.

Public Understanding
The public needs to hear a balanced debate about social security and get clear and unbiased information
about the choices available to them and what those choices mean.

Following many reforms to social security systems that were made during the 1990s, public
confidence did not appear to reflect the facts about which systems were likely to be sustainable
and which were not. In reviewing polling information from this period, an ISSA study confirmed
this gap between perception and reality. One reason people felt insecure was due to "scare
stories" about the costs of social protection that were widely published in connection with
pension reforms. Meanwhile, stories with a positive spin did not make headlines, leaving people
to believe that their social security was in trouble when it was not.

But another reason for this insecurity is the lack of good public information. Social security
schemes are complex, and governments need to ensure that the public is better informed about
their costs and benefits so that the public understands the truth about financing them.

The public also needs straightforward information about the social security services to which
they are entitled. In too many countries the schemes are not explained well, nor is the
information readily available when people need it - for example, when they become ill and unable
to work. If people understand their own benefits as well as the benefits to society, they are more
likely to support and understand when governments must make changes.

Looking Ahead
The results of the ISSA Initiative chart a clear path for the future. More work is needed

• to further understand the interaction between social security and the economy;
• to learn more about how social and economic development are best achieved concurrently;
• to document ways to increase social protection through better labour market practices;
• to explore new forms of social protection to reach excluded groups.

There is the need for immediate action. ISSA has an important role to play in helping
countries strengthen the administration of social security to ensure its integrity and the
protection of people’s rights. Social security coverage could be almost doubled worldwide
if all existing schemes were administered effectively.This is a challenge that ISSA members
can and must tackle.



T H E  I M P O RTA N C E  O F  C OV E R AG E

Universal and inclusive coverage should be a priority
for every nation, yet only about 20 per cent of the world’s population is covered by adequate
social security. Moreover, there has been little change in the proportion of people with
coverage over the last 40 years.

This raises two key policy questions:

• Why are most people not covered by public social security schemes?
• What can be done to extend social security protection?

Historical Basis for Coverage Doesn’t 
Work for Today’s Workers
Social security schemes for employed workers were developed in Europe in the late 19th
century and were adapted around the world, including by the new countries that emerged
after World War II. The schemes, which are generally financed by contributions from
workers and employers, offer income replacement and health care for workers and their
families who suffered adversity. It was expected that the employed labour forces of the
newly developing countries would expand as they had in the preceding years in
industrialized countries. Had that happened, social security schemes would cover most
active workers and their families today.

However, formal - that is, wage and salaried employment in most developing countries has
not expanded as expected, in spite of well-intentioned strategies. Instead, these countries
now face informal labour markets and expansion of subsistence agriculture under
increasingly precarious conditions. As a result, vast numbers of workers have either
uncertain and irregular income or no income at all that can be replaced or on which
contributions may be based.

The failure of national economies to develop as anticipated, especially the

stagnation of wage and salaried employment, makes the current contributory

income-replacement model inappropriate to protect these workers and their

families.



New Approach is Needed for the 21st Century
A new approach to social security coverage is needed so that it reaches the 80 percent of
the world’s population that currently does not have it.To do this, the focus needs to shift from
income maintenance to poverty reduction and covering basic medical care. Failure to provide
subsistence social protection for so many people is critical because it could result in social
instability. In addition, it could lead to governments’ making decisions under duress that could
result in higher fiscal charges and further upheavals.

As envisioned by the ISSA Initiative, well-designed poverty-reduction schemes could provide
for the needs of workers and their families through subsistence cash benefits and health care
financed by general tax revenues.The subsistence benefits could be set so that the fiscal cost
is supportable and can replace most current welfare benefits. Based on their experience,
social security administrators that operate income-replacement and health care schemes for
wage and salary workers could provide valuable assistance in developing new subsistence
schemes.

Setting up a subsistence scheme essentially means having a two-tier system of social security:
a contributory income replacement scheme for workers in wage and salaried employment
and a subsistence scheme for other workers.While the objective must be for workers in the
subsistence scheme to join the contributory scheme, they and their families must have social
security protection now, however minimal it may be. It is clearly better than having no
protection.

More Coverage by Ensuring Compliance 
No social security scheme can achieve its objectives if participants do not comply with the
contribution conditions. In addition to extending coverage, social security administrators
must ensure that those workers who are supposed to be covered under the existing schemes
are, in fact, covered. In many countries, non-compliance with contributions means that
workers and their families who ought to be covered are not. Without making regular
contributions, workers could face inadequate benefits, which could put the state at risk to
remedy the shortfall.

To combat evasion, social security organizations need the statutory authority to
enforce contributions and the personnel and financial resources to carry out
this work.Without this authority, the government’s commitment to the social
security scheme is in question, enforcement will be hampered and ineffective
and benefit expectations will not be met. The ISSA Initiative calls for social
security administrators to take a leadership role in expanding coverage and
ensuring compliance for those covered.



M A N AG I N G  W I T H  I N T E G R I T Y

Good governance is the foundation of an effective social security system. It refers
to the way in which the organization running the social security system manages its affairs and
takes decisions. It includes how the organization is structured and the rules it adopts to ensure it
acts with integrity and fairly resolves differences of interests. Governance also includes how the
organization is accountable to its stakeholders – the employers, workers, and others who
contribute to the social security system and who look to it for protection when it is needed.

At the heart of sound governance is respect for the laws on which social security is based.This
has to be a shared commitment on the part of everyone in the organization. No one is exempt
from obeying the law. Nothing can undermine confidence in a social security organization more
rapidly than when its stakeholders no longer believe the organization and its staff are performing
their work with integrity.

There are four basic principles of good governance in administering social security:

Resisting Political Interference
Say no to political pressure. Social security programs have large incomes, often with substantial
reserve funds, and many staff. These programs can make a tempting target for a government
looking for ways to finance its activities or find jobs for its friends and supporters.

Administrators of social security programs will find it easier to resist political pressures when they
have the full trust and support of their stakeholders.This trust has to be earned through actions.

When a social security program is run by an organization with a board of directors, it is critical
that the board supports steps to resist political pressure.This will only happen if board members
are selected on the basis of competence and not on the basis of political favouritism.

Transparency in Decision-Making
Make decisions according to clear, specific and fair rules that are set out in writing and available
to anyone who wishes to see them. This applies to all decisions of a social security program,
including financing, hiring, administrative processes and eligibility for benefits and services.

It is not enough for there simply to be rules.The rules must be followed, with fair recourse for
anyone who legitimately believes that the rules have not been applied properly.

The administrators of social security programs, irrespective of their level in the organization, must
demonstrate each day, through their actions and decisions, their commitment to the rules.



Accountability to Government and Stakeholders
Uphold the public trust vested in social security administrators. This trust is conferred by
government – which enacts the laws under which social security programs operate – and by
stakeholders.

Government and stakeholders have a legitimate expectation that the administrators will be
accountable for their actions. Accountability has several aspects.These include:

• Providing information to insured persons and employers, in clear language, on their rights and
responsibilities, and ensuring easily accessible services which respond to their needs and
expectations;

• Reporting on a regular basis, and in intelligible language, on all developments relevant to the
evolution of the social security system;

• Ensuring readily available mechanisms through which questions about the social security system’s
current and future status can be posed, and comprehensive responses obtained.

Sustainable Financing
Plan and manage resources wisely to ensure they will be sufficient to pay the benefits and provide the
services promised.Whether those resources come from contributions, general government revenues,
the investment of social security funds, or any combination of these, the money must be there when
it is needed or the system will have failed.

Social security financing requires a long-term perspective that takes into account demographic,
economic, social and other factors. To obtain this perspective and to build and sustain a viable
program, objective advice must be obtained from independent experts, including actuaries, auditors,
demographers and social policy researchers.

It may be tempting to increase benefits or relax eligibility conditions during a period of financial
surpluses. However, if this comes at too great a future cost, the temptation must be resisted.The
obligation to be fiscally responsible rests not only with governments, which enact legislative changes
to social security programs, but also with all the stakeholders, including those who may benefit
personally in the short term.

History has shown that social security systems fail when their management does not respect
these four principles.Contributors find ways to avoid making contributions, governments are
given an excuse for not making available the funds they have promised, and poor investment
decisions go unchallenged until it is too late.When these four principles are respected, the
foundation is set for delivering the security promised by social security.



G UA R A N T E E I N G  S O C I A L  S E C U R I T Y  R I G H T S

Every individual has the human right to social protection and, equally
important, should be confident that social security rights will be protected.
Guaranteeing both of these rights is a fundamental responsibility of government
because they are crucial for the social cohesion of any nation.

Social security was created to provide protection against risks and accidents for
workers and their families.As it gained momentum worldwide, the concept of social
security was extended to an ever-widening population so that its goal is to provide
increased security for individuals, families and societies in general.

This affirmation of human rights and social security rights is supported by various
international legal documents, including the United Nations Universal Declaration of
Human Rights and the International Labour Organisation Constitution, as well as by
national constitutions. Some European courts place social security rights on the same
level as individual property rights. Each country defines and guarantees the social
security rights of its beneficiaries, including timeframes for acquiring and accessing
those rights. For example, old-age pension rights accumulate throughout a person’s
working life but are realizable only when that person claims the pension.

Answering three questions will help social security administrators better understand
why guaranteeing social security rights is so important:

• Why is it important to protect social security rights?
• Are statutory requirements enough? 
• What are governments’ responsibilities in maintaining social security rights?

The Need for Protecting Social Security Rights
The question of how to effectively protect an individual’s right to social security
is a frequently recurring one. It is an important question because guaranteeing
social security rights is an essential part of the social contract that binds the
people of a country. Rights to social security are an indispensable element for
the development of any society. They serve to instill confidence in the future
and enhance social inclusion and cohesion. Conversely, failure to guarantee
these rights may weaken the social contract and have serious social
consequences.



Beyond Statutory Requirements 
Clearly, the guarantee to rights must go beyond statutory requirements. The best
protection is a financially stable system that ensures that the rights of beneficiaries
are fulfilled when they submit their claims. In times of economic and financial
uncertainties, governments may be faced with decisions about balancing coverage and
adequacy with current and future financial realities. Such trade-offs must be equitable
and the options clearly explained.

The legal systems of several countries explicitly protect the rights of beneficiaries as
a matter of principle. However, it is important to note that these same legal systems
must grant the government the authority to modify the parameters of benefits when
confronted with economic fluctuations and fiscal constraints. Should such fluctuations
occur, any final liquidation of rights must remain equitable and balanced in terms of
the commitments made to beneficiaries on entry into the system.

Responsibilities of Government
Whatever type of scheme a country has – whether financed through contributions
or taxation, funded or pay-as-you-go, under public or private management – it is the
government that is responsible for providing proper guarantees for the right to social
security.

This is particularly important for privately run social security schemes, which are
becoming increasingly widespread. Experience shows that the protection of rights
under these schemes depends on good administration and having effective
supervisory and control mechanisms in place.

Governments must enable individuals to exercise their rights. They need to
establish procedures for providing individuals with information on their
personal situation and access to legal advice, if needed. In addition, in both the
public and the privately managed schemes, special attention should be given to
implementing simple and inexpensive procedures to handle beneficiary
complaints.



S E C U R I N G  P U B L I C  U N D E R S TA N D I N G  A N D  C O N F I D E N C E

Public understanding is a critical building block in any nation’s
social security system. Yet, people often do not understand their country’s social
security because these programmes tend to be complex and inadequately explained
by the organisations administering them. This lack of understanding can threaten
social security programmes, particularly when a government is starting up a system
or is considering changing its existing social security arrangements. In both cases,
difficult decisions and trade-offs need to be understood by the public.

Many governments and institutions conduct public opinion polls about social security,
usually to get the public’s view of the quality of service delivery or to assess the level
of public support for programme changes. But they often fail to recognize that these
measures of public satisfaction and understanding can be a direct reflection of the
degree of public confidence in the overall social security system.

Social security administrators need to ask themselves three key questions:

• What are the benefits of public understanding?
• Who is responsible for providing information?
• What information does the public need?

Benefits of Public Understanding
A well-informed public can better support legislators and government officials in
making choices for the long term that will benefit both the country’s social stability
and its economic growth.

For example, if a government proposes expanding health care coverage but has to
make difficult choices about financing the expansion, an informed public can
contribute to the discussion of possible trade-offs and indicate its preferences.This
helps to ensure public support when the final decision is made, even if the choice
involves a sacrifice on the part of citizens. In many instances, people are willing to
accept increased costs in exchange for increased benefits.

Public understanding results in more persons accessing the benefits to which
they are entitled and a reduction of social exclusion. People cannot access a
benefit if they do not know it exists, and if too many people are excluded from
coverage, the programme will not achieve its societal goals. In the worst-case
scenario, a well-designed social security system can fail simply because people
do not understand it.



In addition, the better people understand how social security works, the more likely
they are to take their responsibilities seriously, including making contribution
payments and not abusing benefits.

Finally, if people personally benefit, or understand who is benefiting from a social
security programme and why, they are much more likely to be open to change when
social or economic conditions indicate a need for change.

The Role of Government
The government has primary responsibility for educating the public about its social
benefits. It may do this directly, or make the provision of clear, coherent public
information a part of a social security institution’s mandate. Just as the government
regulates the management of the program’s finances, it should also ensure that the
institution fulfills its obligations to provide good public information about available
benefits.

A major barrier to public understanding is the complexity of many social security
programmes.To facilitate public understanding about their rights, governments should
strive to enact programmes that are well reasoned, logical and fair.

Promoting Better Public Understanding
Information on social security benefits should be clear, simple, timely and readily
available when a beneficiary needs it. For example, most people pay little attention to
the rules governing a survivor or disability pension until they need such benefits –
which is likely to be at a time of great stress in their lives.These beneficiaries need
to receive the information in non-bureaucratic, sympathetic ways.

The public also needs truthful and objective information on the role that a well-
designed social security programme plays in the overall social and economic situation
of the country. It needs information on social programme options and their
implications. Providing information on social security programmes in other countries
can be useful for comparison purposes.

Governments and social security institutions sometimes believe that these
systems are too complex for the general public to comprehend. In reality,
countries that routinely promote a well-informed public debate on social
security have benefited from less contentious policy and programme changes.



A B S T R AC T

"Assessing the Coverage Gap", a study of 15 countries, examines who is excluded
from social security coverage and why.The study focuses on old age and health care
coverage in all countries and on unemployment coverage in five selected countries.
In addition, the study asks which programmes suffer most from lack of universality of
coverage and what short- and medium-term policy options are available to extend
coverage.

The study finds that exclusion is "non-random"; there are systematic similarities
across countries in who is least likely to be covered by social security. Women,
migrants and agricultural and urban informal sector workers are most likely to be
excluded largely because of the gap between their position in the labour market and
access to a pension scheme.The problem of an overconcentration on formal sector
worker insurance is exacerbated for health care in some of the case study countries
by 1) an inappropriate focus on providing services that are not relevant to prevailing
sickness profiles and epidemiological patterns and 2) the failure to provide for
women’s health care needs.

The study concludes that providing adequate social protection for excluded
groups will mean moving away from the principle of contributing and that
universal benefits and services are the most realistic policy instruments for
extending coverage. The key political challenge that closing the coverage gap
poses is to secure legitimacy at both the national and global levels for sharing
risks and redistributing resources so that a commitment can be made to
providing and maintaining social security for all, not just for a few.

Assessing the 
Coverage Gap

Simon Roberts, Karl Ashworth and Bruce Stafford
Centre for Research in Social Policy
Loughborough University



"Social Security Coverage for Migrants" examines the issues linked to welfare and
health coverage of migrant workers and their families while working within the
European community and their ease of movement between member states. The
objective of the study is to offer useful information to all European Union and non-
EU countries about national and trans-national policies and administrative
procedures relating to social security matters and migration.

The study focuses on workers from Tunisia and Albania who live in Italy and France.
These two non-EU countries were selected on the basis of having - or not having -
bilateral social security agreements with the countries where the migrant workers
live. The research explores the composition of migrants, including their
socioeconomic makeup; the attitudes of native populations toward them; their impact
on social security programs; and existing policies to protect migrants. The study
concludes with an analysis of international instruments, including International Labour
Organisation conventions and bilateral agreements, that regulate the flow and care of
migrant workers.

The study highlights areas where migrant workers’ access to social security benefits
could be improved by, for example, moving beyond existing international regulatory
instruments, which have proven insufficient in providing migrant workers with
adequate social protection; improving the flow of and access to administrative
information; and promoting benchmarking policies and stakeholder involvement in
the policy- and decision-making process.

Social Security 
Coverage for Migrants

Centro di Studi Economici Sociali e Sindacali
Istituto di Recerche Economiche e Sociali
Rome, Italy

A B S T R AC T



Over the past three decades, major changes have taken place in social security
systems and labour markets in Organisation for Economic Co-operation and
Development (OECD) countries.Welfare states are being reformed, scaled back and
partly privatised. At the same time, labour markets have become more flexible and
often more precarious with the significant growth of non-standard jobs (part-time,
temporary, casual jobs and self-employment), which have less employment protection
or welfare coverage. They have experienced a dramatic increase in female
employment. The relationship between labour markets and social security is an
important issue in social and economic policy discussions dealing with reducing the
population welfare dependency ratio and increasing the working age population and
its participation in the labour market.

To better understand these trends and the appropriate policy mix to deal with them,
Labour Market and Social Protection Reforms in International Perspective identifies and
analyzes key emerging issues and policy responses, such as employment and social
security financing, the adaptation of the workplace of social security systems to
women’s career patterns and the development of new forms of social security to
promote employment.

Labour Market and Social Protection 
Reforms in International Perspective:
Parallel or converging tracks?

Hedva Sarfati and Giuliano Bonoli
Editors

Current debates about the sustainability of pensions involve looking at the
appropriate balance between risk and security and the role of the private and
public sectors and of all age groups in the economy and society. The book,
which contains comparative analyses and national case studies, provides an up-
to-date compendium of successful policies and how they were achieved, as well
as pitfalls to be avoided.
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As the population ages, there will be increasing pressure to control the costs of
medical and long-term health care without negatively affecting the quality of care.
Countries that provide health care protection through social insurance are taking a
variety of approaches to address this challenge.This study compares four countries
that have social health insurance systems based on the Bismarck approach: France,
Germany, Japan and the Netherlands.

The study is divided into three sections.The first section compares the institutional
and organizational frameworks of social health insurance in the countries. This
includes the benefit structure, coverage, ownership issues and other criteria. The
second section focuses on the funding of social health insurance by comparing the
different approaches to contribution rates and assessment bases, relative weights of
contributions and other factors.The final section analyses different strategies in the
provision and purchasing of health services in the four countries.

It is still unclear whether competition or regulation is the right means to tackle the
widespread problems facing social health insurance. Changes involving long-term care
and health insurance, supplemental private insurance and the introduction of
diagnostic-related groups are all part of the strategies being undertaken in the study
countries.What is clear is that there are certain developments that can be anticipated
in the future in national social health insurance systems. Foremost among them is the
recognition that an integrated approach to health care is imperative for maximizing
the quality of care as well as resources. It is also clear that new approaches to
financing are needed, and the study explores some options.

Towards Sustainable Health Care systems:
Strategies in Health Insurance Schemes in France,
Germany, Japan and the Netherlands

Prof. Dr. Klaus-Dirk Henke and Dr. Jonas Schreyögg
Berlin Technical University, Germany
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Social health insurance (SHI) is one of the principal methods of health financing.
Twenty-seven countries have established the principle of universal coverage by this
method. Several low- and middle-income countries are interested in extending their
existing health insurance for specific groups to cover their entire populations. For
those countries interested in such an extension, it is important to understand what
characterises a well-performing SHI scheme and how long the transition from
incomplete to universal coverage can be expected to take.

"Health Financing Policy Issues" discusses the concept of universal coverage so that
policy makers have a broad perspective about and insights into a range of options
other than SHI for financing their health system.The study analyzes the transition to
universal coverage, based on the experiences of several countries that have mature
and developing SHI schemes. In particular, it reviews critical factors that can speed up
the transition period.

Health Financing 
Policy Issues

Dr. Guy Carrin and Mr. Chris James
World Health Organization

The study also provides a simple framework for analysing the performance of
an SHI scheme, based on the components of universal coverage and the
fundamental goals of a health system. It includes a set of performance indicators
that can be used to monitor and evaluate a government’s progress in
implementing SHI.The government’s strategic role in implementing SHI is noted
as well.
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Based on contributions from eight countries, "Defending and Enforcing Rights to
Social Protection" examines what is covered by the term "rights to social security."
These rights vary considerably from country to country, depending on the local
constitutional and political framework.The main goals of the study are to 1) assess
the scope and solidity of guarantees of such rights, 2) show what has been done to
improve them, and 3) highlight best practices. Noting the crucial importance of
effective guarantees for the right to social security to maintain social cohesion and
the social contract in any society, the study stresses the consequences of legislative
weaknesses in guaranteeing access to the rights to which the members of social
security schemes are entitled.There are deficiencies that demand a new awareness
on the part of political authorities, and those who manage social security systems
need to develop better guarantees for such rights, especially for vulnerable groups
such as those employed in the grey economy, women (especially foreigners), migrants
and workers in non-typical situations.

The study addresses practical aspects that social security systems and administrations
should take into consideration, including genuine access to rights, information policies
and advice for recipients, ready access to redress mechanisms in the event of
disagreement and simplicity and clarity in written regulations. Also included are
selected readings and prospects for action.

Defending and Enforcing Rights to
Social Protection

Dr. Bernd Schulte
Max Planck Institute
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Over the past several years, there has been an ever-increasing trend toward incorporating
funded, privately managed pension plans into the core of a country’s social security
system. As discussed in "Protecting Individual Rights in Privately Managed Pension Plans,"
these pension reforms, which are occurring worldwide in countries at all levels of
economic and social development,are driven by several factors.But they can be attributed
primarily to a governmental realization that, due to changing demographics, changes in
workforce composition and global economies, there will be unprecedented pressure on
current systems to provide a secure retirement pension.This pressure is accompanied by
a growing perception that the traditional public pension system may not pay out at the
expected levels or may not be sustainable at all.To protect future retirement incomes, a
dual structure of public and privately managed plans is being created, and workers are
being actively encouraged - or required - to participate. By examining a cross-section of
different types of schemes in 10 geographically dispersed countries, this study offers
insights into the status of individual rights in privately managed schemes.

Overall, basic access to and acquisition of pensions are protected; however, work still
needs to be done to preserve benefit values for future retirees, especially if individuals
change employers throughout their lifetime of work. In all of the countries studied, there
is strong public oversight of the plans, thus reinforcing the governments’ commitment to
ensuring essential pension security. One caution is that of overregulation, recognizing
that at some point regulations can become detrimental. Oversight controls can be
enhanced through the use of ombudsmen and whistle-blower protections.

Protecting Individual Rights in  
Privately Managed Pension Plans

Callund Consulting Ltd.
Maidenhead, United Kingdom

The study concludes that there is no single "best-practice" approach to social
security schemes. Good governance must be practiced to ensure that any
scheme fulfils its obligations.That said, privately managed plans cannot eliminate
risk for all members so it is incumbent upon both the management team and
the individual investors to share the burden of planning for and maintaining
financial security.
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Executive summaries 
 
 

Assessing the Coverage Gap 
 

Simon Roberts, Karl Ashworth and Bruce Stafford 
Centre for Research in Social Policy 

Loughborough University 
 
This report examines who is excluded from social security coverage and why in 15 countries around 
the world.  The case study countries are: Australia, Costa Rica, Czech Republic, Finland, Germany, 
Hungary, India, Mali, Mexico, Morocco, Tanzania, Thailand, the United Kingdom (UK), Uruguay and 
the United States (US). The study examines coverage for old age and health care in all 15 countries 
and coverage for unemployment in Australia, Finland, Germany, the UK and the US. In addition, the 
study asks which programmes suffer most from lack of universality of coverage, and what policy 
options are available in the short and medium term to extend coverage. 
 
 
Case study countries 
 
The sample includes countries with a diverse range of geographical, demographic, economic, political 
and labour market characteristics and different historical experiences, traditions and models of social 
security. For analytical reasons the countries are classified into the three groups: A, B and C. 
 

Group A countries are: Australia, Finland, Germany, UK and US. 
Group B countries are: Costa Rica, Czech Republic, Hungary, Mexico and Uruguay. 
Group C countries are: India, Mali, Morocco, Tanzania and Thailand. 

 
The decisive criterion for classification into groups A, B and C is economic, more specifically, per 
capita gross domestic product (GDP).  
 
 
Coverage 
 
The study examined three aspects of coverage: old age pensions, health, and unemployment. 
 
Old Age Pensions 
The data suggest a close connection between a country’s level of economic development and its 
social security coverage. The analysis found a relationship between the level of social security 
coverage and per capita GDP; the number of people employed in the agricultural sector; the 
percentage of the economically active workforce who are self-employed; and the estimated 
percentage of GDP generated in the informal sector. The study also found a relationship between 
the level of social security coverage and whether the social security system is national or comprises 
sector- or occupation-based schemes. 
 
Where coverage is defined as currently receiving an old age pension, the study confirms the findings 
of the International Labour Organisation (ILO) that large proportions of the population in many 
regions of the world do not enjoy any social protection, or they have only very limited cover. In 
group A countries, coverage ranges from 72 per cent in the UK to 99 per cent in Finland; coverage 
in group B countries is estimated as between 17 per cent in Mexico to 88 per cent in the Czech 
Republic; and in group C countries, estimates of coverage range from 4 per cent in Thailand to 47 
per cent in Morocco. 



Where coverage is based on whether people of working age currently contribute to pension 
schemes or are covered by a residence-based or universal scheme, an average of 84 per cent of the 
current working-age population in Group A countries can be considered to be covered by a state 
pension. In group B countries, approximately half of future recipients are covered. On average, 12 
per cent of people of working age contribute to pension schemes (of any kind) in group C countries. 
 
While the figures presented for group A and group B countries show the proportion of people who 
are covered by the main national pension scheme, they do not show all those who receive a 
retirement benefit of one type or another. Each of the group A and B countries relies upon a mix of 
some or all of statutory contributory, non-contributory, non-contributory means-tested and private 
schemes to provide income security in old age. Ideally, coverage would have been broadly defined to 
include receiving any eligible benefit for a specific risk. The requirement to work with published data, 
however, meant that it was not possible to assess the number of people who actually received any 
one of these benefits. Simply summing the numbers in receipt of each benefit for a given risk might 
mean that some people would be counted more than once. 
 
If survivor benefits, occupational and private pensions and means-tested social assistance are taken 
into account, it is estimated that each of the group A countries provides social security in old age for 
over 95 per cent of its population, while if survivor benefits and social assistance are included, it is 
likely that most people are covered for old age pensions in both the Czech Republic and Hungary. 
However, nominally high coverage rates under non-contributory means-tested schemes may disguise 
actual take-up, irrespective of country. 
 
Coverage by social insurance may be declining in both the Czech Republic and Hungary, while 
coverage for old age in both Mexico and Uruguay either stagnated or declined during the middle and 
second half of the 1990s. By the end of the decade, coverage in Mexico had returned to the level it 
had been before the 1995 economic crisis. However, while Uruguay still had one of the two highest 
pension coverage rates in Latin America, there was a downward trend in coverage between 1999 
and 2001, while non-compliance steadily rose between 1996 and 2000. 
 
Health 
With the exception of the US, each of the group A countries provides virtually 100 per cent 
coverage for its national population, while, with the possible exception of Mexico, the group B 
countries also provide health care entitlement to nearly the whole population. The figure of 58 per 
cent for Mexico represents those people who have social insurance; it does not include people who 
may be covered by health care services provided by the Secretariat of Sanitation and Assistance. 
Coverage in group C countries is much lower, ranging from less than 2 per cent in Mali to 21 per 
cent in Tanzania.   
 
In theory, India provides health care entitlement for the whole population, while, since the 
introduction of universal health care under the "30 baht programme," coverage in Thailand is 
nominally also 100 per cent. It is beyond the scope of this study to assess these programmes in 
terms of the range and adequacy of the health care provided and the extent to which it can actually 
be accessed. However, in India only about 20 per cent of all health expenditures flow through the 
public sector, which results in insufficient numbers of doctors, a shortage of essential medicines and 
dilapidated equipment and hospitals. In Thailand lack of financial resources and lack of health 
infrastructure and personnel, particularly in rural areas, could leave coverage under the 30 baht 
programme uneven across the country. 
 

Unemployment 
There was a wide range of coverage for unemployment among group A countries, from a low of 33 
per cent in the US to a high of 97 per cent in Finland, in 2000. The low coverage rate for 
unemployment in the US is likely to arise from both the severe eligibility conditions attached to the 
receipt of unemployment benefits and the fact that there is no social assistance benefit for those 

 2



who do not meet the criteria for contributory benefits. In each of the case study countries, there is 
a close connection between unemployment benefits and labour market policies. Each of the 
countries has tightened work test rules over the last decade.  However, if the "welfare to work" 
strategy is to be successful, the policy focus must extend beyond placement in short-term jobs to 
sustainable employment at wage levels sufficient to maintain individuals above minimum income. 
 
 
Characteristics of Excluded Groups 
 
The study finds that exclusion is "non-random": there are, across countries, systematic similarities in 
who is least likely to be covered by social security, and the study identifies women, migrants and 
agricultural and urban informal sector workers as those most likely to be excluded. The study finds 
that these groups are unprotected largely because of the interface between their labour market 
position and the role and design of contributory schemes that lie at the heart of most of the case 
study countries’ social security systems. The problem of an over-concentration on formal sector 
worker insurance is exacerbated for health care in some of the case study countries by an 
inappropriate focus on providing services that are not relevant to the prevailing sickness profiles and 
epidemiological patterns and failure to provide for women’s health care needs. These findings have 
important implications for the design of policies to extend coverage of social security. 
 
Agricultural and Urban Informal Sectors 
The agricultural and urban informal sectors present particularly acute challenges to those seeking to 
extend social security coverage. Half of the world’s labour force is employed in agriculture, while 
over the past two decades, globalization and structural adjustment have increased employment in 
the informal sector in all regions of the world. 
 
Even where agricultural and informal urban sector workers have rights and entitlements to social 
security, low educational qualifications and lack of trade unions may prevent some groups from 
accessing their rights. Many informal sector employers avoid paying contributions for their 
employees, while in many of the group C case study countries, the state does not have effective 
institutional mechanisms to detect, affiliate and collect contributions from self-employed, micro-
enterprise and informal sector workers. 
 
Where schemes are voluntary, the proportion of those who join is often very low. This may be 
because many workers in the agricultural and urban informal sectors have immediate needs for food, 
shelter and clothing and may be unable or unwilling to set aside a relatively high proportion of their 
current incomes to meet future needs. Many may lack coverage because of fluctuations in their 
incomes.  The absence of a contributing employer may also reduce self-employed workers’ incentive 
to contribute. 
 
Women 
Coverage for old age pensions and health care has an important gender dimension. Only in the 
universal schemes of Australia and Finland, and in the Czech Republic, are retired women as likely to 
receive a pension as men are. A partial explanation for the high coverage rates for women in the 
Czech Republic may lie with contribution credits made to people who are temporarily outside the 
workforce. In group B countries, excluding the Czech Republic, men were about one-third again as 
likely to receive an old age pension as women; whereas in group A countries, men were about one-
quarter again as likely as women to receive a pension. In Tanzania, the only group C country where 
male and female figures were available separately, men were almost four times more likely to receive 
a pension than women. 
 
In some countries there may be differential coverage for health care within families as some health 
insurance schemes only cover services provided to insured employees themselves. This may result in 
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women and children having only partial coverage or none at all. In many countries the health care 
needs of women are not adequately provided for. 
 
Migrants 
Another group of people who may be represented disproportionately among informal workers are 
migrants. In some cases migrants may not be legal residents and, consequently, may not be entitled 
to benefits. However, each of the case study countries has nationality or residence conditions 
attached to at least some old age pensions or health care services that may exclude migrants who 
are legal residents. Those who are not excluded by nationality and residence conditions may have 
work histories that do not conform to the long-term formal sector employee model and may not 
have paid sufficient contributions to build up an entitlement to a full pension. Migrants may be 
discriminated against and may also be reluctant to assert their rights. 
 
 
Policies to extend coverage 
 
Policy makers tasked with extending the scope of coverage must decide which programmes or 
combination of programmes are likely to best meet the aim of providing social security for all parts 
of society and fostering institutions at the national, local and community level that are able to deliver 
the selected benefits and services. 
 
Choice of Programme 
While contributory systems may provide a high level of protection for members, they are exclusive 
and not open to outsiders. Our findings show that the contributory social insurance model, 
developed in Europe and based on employment status – where individuals have an earnings and 
employment record – has proved to be ineffective in extending social security beyond the urban 
elites in group C and some group B countries where agriculture remains labour intensive, and the 
urban economy is largely informal. These findings have important implications for the extension of 
social security coverage, suggesting that it will be necessary to move beyond conventional social 
insurance to expand coverage to groups that are currently unprotected.   
 
Options to extend social security coverage to unprotected groups include:  

• tightening the link between benefits and contributions; 
• widening the coverage of contributory schemes; and  
• moving away from the contributory principle. 

 
Tighten the Link Between Benefits and Contributions 

The direction of policy in some countries recently has seen a tighter link between benefits 
and contributions as they introduce multi-pillar systems with a large defined contribution 
component usually accompanied by a modest redistributive public pillar. It is argued that this 
tighter link is a precondition for financially sound expansion of coverage, allowing revenue to 
cover obligations and thus making the system more sustainable for those who are included. 

 
While proposals to increase the availability of second- and third-tier pensions may provide 
greater security and maintain high income levels in retirement for those who are already 
members, it is very unlikely that these policies will be more inclusive of groups who are 
currently legally or de facto outside the scope of existing provision and may indeed increase 
the numbers of people who are without social security coverage.  

 
Modify the Contributory Principle 

Our findings show that contributory insurance schemes, in their current form, do not work 
for large sections of the population in many countries. Coverage of contributory schemes 
could be extended to groups that are presently excluded by reducing contributions rates 
that are unaffordable to many people with low incomes, and amending entitlement 
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conditions to take into account the particular circumstances of selected groups such as the 
self-employed and domestic servants, women and migrants. Policies that are likely to 
improve pension coverage for women include modifing contribution requirements and 
ensuring that schemes provide adequately for survivors. For migrants, the contributory 
principle could be modified to allow migrants to select “best years” contributions. This 
option requires contributors or the state to subsidise previous non-contributors and for 
them to be perceived as legitimate claimants by contributors and/or taxpayers.  So it may be 
more difficult to extend this approach to groups that are perceived as “outsiders,” such as 
migrants.  

 
Move Beyond the Contributory Principle 

Another option, which may be combined with either of the two previous ones, is to 
introduce a tax-financed safety net to help cover the gaps that arise in a contributory 
scheme. It has been suggested that the Australian means-tested system provides a model for 
countries that cannot afford or do not wish to follow the social insurance route. However, 
there is evidence from some of our case study countries that means-tested social assistance 
does not always reach the intended population, and that nominally high coverage rates under 
non-contributory means-tested schemes may disguise actual take-up. Non-take-up of means-
tested benefits may exclude more women than men.  

 
Universal Entitlement 
For those seeking to close the coverage gap, universal schemes are of major interest in principle 
because, by definition, they cover the whole target population. Our data show that, with the 
exception of the US, there has been greater success in universalising entitlement to health care than 
to old age pensions in group A and B countries. This has been achieved largely through introduction 
and extension of schemes financed entirely or partially through general taxation. Of the case study 
countries, Finland has the most complete coverage for all groups of people, including women and 
migrants. 
 
Health Care 
The problems of concentration on formal sector worker insurance are exacerbated for health care 
in group C and some group B countries by an inappropriate focus on expensive secondary and 
tertiary medicine that is more relevant to the sickness profiles and epidemiological patterns found in 
group A countries. 
 
If health care coverage is to be extended, resources need to be focused on primary health care that 
is relevant to the majority of the population. There are examples of strong policy initiatives in the 
group B and C case study countries to extend appropriate health care to the majority of the 
population. Examples from group B case study countries include the health care reform programme 
of the 1990s in Costa Rica to extend health care coverage, which involves shifting resources from 
second- and third-level health care services to primary care and improving the training of doctors 
and nurses in basic care, and the programme set up in 1996 in Mexico to provide primary care to 
marginalized urban and rural areas that targeted 10 million people without regular access to health 
care. Of the group C countries, Thailand recently introduced a universal health coverage programme 
that is funded partly by the state and partly through purchasers’ contributions and is aimed at those 
who do not have any other cover, in particular farm workers in rural areas, informal urban workers 
and seasonal migrant workers. 
 
However, there are very important questions of equity of access to quality care. There are 
significant differences in health outcomes and morbidity status that are linked to socioeconomic 
inequalities within populations of the same country. This suggests that formal entitlement may not 
equate with substantive rights in some countries, and that an equitable share of health budgets is not 
reaching all sections of the population. 
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The challenges facing policy makers in group C countries are qualitatively different from those in 
group A. In these countries health care is insufficient and eligibility restricted to certain groups.  
Women have particular health care needs that may not always be recognized or addressed. Mental 
health in particular is not given sufficient priority in any of the case study countries. 
 
Administrative Capacity and Governance 
When considering policy options, the state’s capacity for intervention is crucial. This capacity varies 
among the three groups of countries.  In group A countries and, to a varying degree, in group B 
countries, the state has the institutional capacity to collect taxes and contributions, which provides 
the scope to extend existing public-based coverage to excluded groups.  
 
However, in group C countries the state’s capacity to collect taxes and contributions and to deliver 
benefits and services is much smaller. From this perspective universal benefits and services may be 
the most realistic policy instrument for extending coverage as they require far less administrative 
machinery than contributory or means-tested benefits and services. Nevertheless, whatever the 
choice of programme, group C and some group B type countries will have to build the capacity and 
commitment of the state to gather taxes and contributions and to deliver benefits and services to 
the target populations.   
 
It may be particularly difficult to deliver health care services to isolated rural areas due to low 
population density and dispersion, lack of infrastructure and medical professionals, illiteracy, language 
and ethnic barriers, cultural prejudices against modern medicine and lack of user trust in the quality 
of the services available. Good governance is crucial to the effective and efficient use of resources 
and to gain confidence in the credibility and integrity of the programme. There are examples of good 
practice within the group B case study countries, for example, specific strategies of reforms in Costa 
Rica include improving governance by increasing community participation in decisions about health 
policy at the local level, while at the same time lowering the cost of providing basic health care 
services by improving the coordination of relevant agencies. 
 
 
Conclusion 
 
If the policy aim is to extend social security to all parts of society, then policy makers must decide 
which programmes or combination of programmes are likely to best meet the aim. The direction of 
policy in some countries is to replace social security programmes that exhibit a redistributive 
element, with programmes with direct equivalence between individual contributions and benefits. 
 
If the policy aim is to extend coverage, it is very unlikely that this is route will be successful. Our 
findings suggest a link between funding method and coverage: coverage appears to increase the 
further the scheme moves away from a direct equivalence between individual contributions and 
benefits and towards a social security scheme that redistributes resources. 
 
The relationship between redistribution and coverage is perhaps not all that surprising. While 
schemes that are based on equivalence between individual contributions and benefits can provide 
security in old age and sickness for "insiders", they are closed to those who may need social security 
the most. In many cases it is not feasible to bring the excluded within the scope of contributory 
benefits. Providing adequate social protection for these groups will necessitate a complete or partial 
de-linking of contributions and benefits and a redistribution of resources. 
 
In some parts of the world, the coincidence of limited financial resources with large-scale need 
conspires against implementing an effective social security system. Heater argues that the growing 
economic and monetary interdependence of the world undermines any argument for operating a 
policy of distributive justice within the strict confines of the nation state: "If economic mechanisms 
are transnational, so too should be economic justice."  
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However, powerful interest groups may oppose extension of social security coverage at both 
national and international levels. For example, private insurance providers have an interest in 
resisting the expansion of public insurance and indeed may have an interest in promoting the 
contraction of existing coverage. Ironically, the medical profession may be one of the interest groups 
most strongly opposed to extending health care coverage. For example, in the US, health insurance 
companies and the medical profession have consistently opposed the introduction of any kind of 
universal health care system because it would reduce their earnings. 
  
The key political challenge that closing the coverage gap poses is to secure legitimacy at both the 
national and the global level to share risks and redistribute resources so that a commitment can be 
made to providing and maintaining social security for all, not just a few.  
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Executive summaries 
 
 

Social Security Coverage for Migrants 
 

Centro di Studi Economici Sociali e Sindacali 
Istituto di Recerche Economiche e Sociali 

Rome, Italy 
 
Immigration is a structural and permanent feature of all developed countries. As a result of 
demographic crises such as the large aging population and low birth rates, the countries of the 
European Union are increasingly reliant on immigrants from the developing countries to maintain 
their levels of affluence. A recent study by the United Nations predicts that, between 1995 and 2050, 
Europe will require an average of 1.4 million immigrants per year to sustain an adequate labour force 
to ensure economic growth.  
 
The number of immigrants, the number of countries involved and the patterns of immigration 
present unprecedented problems for the political and social decision makers of the countries hosting 
immigrants and those from which they originate.  
 
This study focuses on citizens of Tunisia and Albania working in Italy and France. These two non-
European Union nations are representative of countries that have (Tunisia) and have not (Albania) 
signed bilateral agreements with France and Italy.  
 
 
Social and economic context of the new immigration 
 
Patterns of immigration within Europe have changed, but the impact of immigration is producing 
similar problems across the European community. The political and social issues facing the developed 
countries concern the manner in which immigration occurs, its regulation and how immigrants access 
social security benefits. 
 
The emigration of the 1950s and 1960s from the countries of Mediterranean Europe was fuelled by 
conditions of almost full employment in the main countries of northern Europe. Since the 1990s, the 
countries of southern Europe have also drawn immigrants, and the issue of immigration has assumed 
growing magnitude and social importance. For the European Union, the growth of immigration has 
been accompanied by economic stagnation and increasing structural unemployment—the 
employment problems that arise from a mismatch between the needs of employers and the skills of 
the labour force. 
 
This situation places the budgetary policies of individual countries under severe strain. In all European 
Union member states, there is pressure for social security systems to be overhauled, a process that 
has repercussions on access to benefits by immigrant workers. 
 
The endeavour to balance public budgets has given rise to policies intended to regulate immigration, 
changes in policies on family reunification and political asylum and intensification of the battle against 
clandestine immigration – a phenomenon that is perceived as a social emergency, especially in the 
countries that police the external frontiers of the European Union. 



Composition of immigration 
 
The characteristics of migrant workers have changed in terms of sex, age, education and skills. Those 
changes significantly affect the social security policies of host countries and can be summarised as 
follows: 
 

• an average age lower than that of the native population; 
• a larger proportion of migrant males than in the native male population; 
• skills levels usually lower than those of the local population; 
• a tendency for immigrants to concentrate in urban areas and to be employed in specific 

sectors; 
• a greater tendency of immigrants to be affected by unemployment or underemployment and to 

work illegally. 
 
 
Attitudes of native populations towards immigrants 
 
Immigration has performed a positive function in host countries. Indeed, in the opinion of numerous 
observers, the great wave of clandestine immigration into the United States during the 1980s was 
responsible for the sustained growth of the American economy in the 1990s. Moreover, in both 
Europe and the United States, immigrants are net contributors to social security systems and 
therefore help ensure their sustainability. 
 
Despite the fact that immigration is a source of economic and social enrichment for the host 
countries, it is widely believed to have harmful effects. Opinions on immigration policies are 
influenced by expectations about the impact of immigrants on the labour market, on public services 
and on social security systems. These attitudes exist because (1) the costs and benefits of immigrants 
are unevenly distributed and (2) citizens do not directly perceive the impact of immigrants on the 
general economy. 
 
Three sets of factors – cultural, economic and social – influence public attitudes towards immigrants 
in the host countries, and these factors are interrelated. Racist and xenophobic attitudes in the 
culture stem largely from the economic worries of native residents. The economic uncertainties of 
the developed countries, the changing nature of work affecting young people and their families and 
growing inequalities combine to generate doubts about the future that undermine the security of the 
middle-to-low social classes and low-skilled workers. These attitudes are also conditioned by 
unemployment levels in the host countries, where immigrants may consequently be regarded as 
competitors in the jobs market. In such situations, immigrants may also be perceived as cynical 
exploiters of the benefits offered by local social security systems. 
 
Although these beliefs about immigration are baseless, they fuel currents of public opinion, which, in 
some countries, have turned into movements and political parties expressing hostility towards 
immigration. These attitudes can and must be combated by adjusting policies on integration, 
immigration, employment and social security to take account of the new circumstances. 
 
 
Impact of immigration on social security systems 
 
One factor responsible for the reluctance of native populations to accept immigration is the 
widespread perception that immigrants are a drain on the resources of social security systems. This 
perception is closely tied to the number of immigrants compared with the native population: The 
greater the number of immigrants, the more marked the view that they strain resources. 
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Three factors substantially determine the likelihood that an immigrant will be dependent on a host 
country’s social security system: the person’s education level, skills endowment and family 
socioeconomic characteristics. The low educational levels and younger average age of immigrants 
place the overwhelming majority of them at a disadvantage in labour markets, and these 
characteristics constitute the main determinants of social and economic exclusion and consequent 
dependence on social security systems.  
 
For these reasons, host countries need to adopt active reception policies to control the 
characteristics of migrants and contain the impact of immigration on social security systems. 
 
 
Active reception policies 
 
Policies for the reception of immigrants significantly reduce the risk of their social exclusion and 
enhance the sustainability of social security systems. Such policies, moreover, are the most efficacious 
means to improve the integration of immigrants, to consolidate their positions in the labour market 
and to bring about positive change in the attitudes of the local population towards them.  
 
However, active reception policies should be based on partnership relations between the immigrant 
and emigrant countries. In particular, they should be designed to achieve the following: 
 

• A reduction in the spontaneous selection of destination countries. Policies should work to 
this end by promoting bilateral and multilateral actions that control and/or enhance the 
characteristics of immigrants, especially in terms of human capital and give them good 
chances of successful integration into the host country’s labour market. 

• A mix of selective entry policies that encourage both family reunification and the recruitment 
of skilled personnel, thereby increasing the employment of immigrant workers in knowledge-
intense sectors. 

• An effective policy for temporary legal immigration as an alternative to clandestine 
immigration. The use of temporary contracts may maximize the benefits arising from 
enhancement of human capital in both the immigrant and emigrant countries. The efficacy of 
this policy would be heightened if (1) employers assumed responsibility for providing 
accommodation and health coverage for immigrant workers and (2) specific benefits were 
granted to the family members of immigrants who remained in the country of origin. 

• Alleviation of the shocks to which immigrants are subject on their arrival in host countries. 
These shocks are psychological traumas caused by language difficulties and the impact of a 
cultural environment very different from that of the country of origin. 

• Action taken to prevent discrimination against immigrants by employers on grounds of 
ethnicity or religion. 

• Closer contacts among immigrants belonging to the same ethnic group to strengthen bonds 
of social solidarity and foster integration and reciprocal economic and social support. 

• Greater portability of social security benefits, especially when immigrants return to their 
country of origin. 

• A reduction in the illegal employment or under-employment that exposes immigrants to the 
risk of receiving wages below the subsistence level and increases their potential dependence 
on the social security system. 

• Policies intended to foster new forms of civic citizenship, defined as a set of obligations and 
rights acquired by the migrant worker over time and which also comprise forms of political 
participation. 

 

 3



Instruments to protect immigrant workers 
 
The international conventions promulgated by the United Nations and by the institutions connected 
with it, such as the International Labour Organization, furnish governments and national institutions 
with a reference framework in which to devise policies that protect immigrants and grant them 
access to social security. Nevertheless, these conventions are not able to ensure that national 
policies are coordinated, nor can they guarantee that immigrant workers will receive effective 
protection. 
 
The conceptual and operational framework of international regulation – both multilateral and 
bilateral – does not seem able to deal with the problems that are now involved in the protection and 
social security coverage of immigrant workers. As immigration has increased, the efficacy of 
international conventions has diminished. The principles assumed as the basis for bilateral 
agreements, and the domestic policies of the developed countries towards migration, are not always 
consistent with the provisions of international conventions. They waver between affirmation of the 
principles of non-discrimination and the introduction of policies designed to restrict immigrant 
inflows and impede immigrants from obtaining residence or citizenship. 
 
Moreover, much of the legislation enacted in the European countries to regulate migrant inflows has 
addressed political refugees and asylum seekers. It has proved inappropriate to the broader 
phenomenon of immigration for economic reasons, which, according to most recent studies, will 
continue until at least the middle of this century for the majority of the more developed countries. 
 
 
Fundamental principles of the international regulation of migration 
 
At the Multilateral Level 
The conventions of the United Nations require that member states implement policies founded on 
equality of treatment between nationals and immigrant workers respect to: 
 

• working conditions and economic treatment; 
• access to social security and to social and health services; 
• emergency medical assistance. 

 
The international conventions on emigration elaborated by the ILO require the signatory countries 
to comply with the following principles: 
 

• non-discrimination against immigrants  
• equality of treatment between nationals and immigrants; 
• reciprocity between immigrant countries and emigrant countries in the treatment of 

immigrant workers; 
• the extension of equal opportunity with nationals to immigrants legally staying in the host 

country. 
 
At the Level of the European Union 
Access by migrant workers to the European Union’s labour market is of crucial importance for the 
success of the Lisbon strategy to turn Europe into an engine of international growth based on the 
knowledge economy. The European Union has launched its own policy on immigration, and that 
policy is today one of the main sources of the multilateral regulation of migration.  
 
The objectives of the European regulation have evolved over time. It initially centred on the need to 
achieve two apparently contradictory goals: (1) implementing the principle of the free movement of 
European labour and (2) restricting entry into Europe by non-EU immigrants. As obstacles against the 
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free movement of European labour were gradually overcome, more attention was focused on how 
this principle could be reconciled with the regulation of immigration. 
 
In recent years, the European Union has contributed significantly to the development of 
supranational procedures that use the “open coordination” method to foster the evolution of 
member states’ immigration regulation policies. The European Union’s policy comprises numerous 
initiatives intended, among other things, to encourage the acceptance of immigration by local 
populations. Indeed, the European Union believes that the integration of immigrants is a prime goal 
to pursue in view of the importance of the social and economic issues connected with the ageing of 
its population. The legal framework instituted by the European Union sets out the principles on 
which member states should base their action, as follows:  
 

• Rights and obligations analogous to those of European Union citizens should be granted to 
third-country nationals legally staying in the territories of the European Union’s member 
states.  

• Also granted in principle to immigrants is the right to family reunification, and their family 
members are guaranteed access to work, education and training.  

• Directive no. 109/2003 states that the rights accruing to third-country nationals who are 
long-term residents should be commensurate with the duration of their stay. In this regard, 
the European Union suggests that an uninterrupted stay of at least five years should be the 
criterion for the granting of such status. 

• Another directive suggests that the provisions of bilateral agreements that cover only 
immigrants in dependent employment should be extended to cover the entry and stay 
conditions applicable to third-country nationals who intend to take up dependent 
employment or self-employment. 

• The recently enacted Regulation no. 859/2003, which modifies Regulation no.1408/71, 
promotes social security schemes that give third-country workers the same rights enjoyed by 
the citizens of a member state when they move from one country within the EU to another. 
The European Union also extends certain principles regulating the mobility of European 
citizens to immigrants who stay on a long-term basis in member states. 

 
At the Level of Bilateral Conventions 
In bilateral conventions governing social security for migrant workers, the underlying principle is 
reciprocity of treatment for migrant nationals of the two contracting countries. These conventions 
affirm the territoriality of insurance obligations, and they regulate the procedures for the totalization 
of pension contributions and eligibility for the benefits provided by social security systems. 
Totalization benefit provisions help eliminate situations where workers fail to qualify for social 
security benefits because they have divided their careers between the United States and a foreign 
country. Under an agreement, workers may qualify for partial US or foreign totalization benefits, 
based on credits in both countries. 
  
The principle of reciprocity has proved insufficient to guarantee adequate protection for immigrant 
workers in host countries. In most emigrant countries, the social security systems are 
underdeveloped and not comparable with those of the immigrant countries. Moreover, the 
reciprocity principle hampers the application to immigrant workers of many of the social security 
provisions that have evolved in host countries during the past century.  
 
The application of this principle not only gives rise to inequalities between immigrant workers and 
native workers but produces further inequalities among the immigrant workers themselves: 
 

• Disparities exist between immigrants from countries that have conventions with the host 
country and immigrants from countries that do not have such conventions.  
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• Inequalities also may arise among immigrant workers from countries that have stipulated 
conventions. The reciprocity principle works well for workers from emigrant countries that 
have well-developed social security systems; but workers from countries that have less 
developed systems are ineligible for important benefits provided by the host country. 

 
Prompted by inequalities produced by the reciprocity principle, some countries with longer 
experiences of immigration have developed legislation shorn of international references. This is a 
more unilateral approach, which seeks to ensure equality of treatment for immigrants regardless of 
the existence of bilateral conventions that provide some degree of protection for them.  
 
 
Shortcomings in migration regulation 
 
At Multilateral Level 
Countries have not incorporated the ILO conventions into their legislation in a uniform manner, a 
circumstance that has created situations that are at odds with the principles enshrined in 
international conventions. The result is that in practice, affirmation of the principles of equality of 
treatment and non-discrimination between nationals and immigrants does not ensure the 
implementation of those principles.  
 
Functionally, access to numerous social security benefits is conditional on citizenship, and citizenship 
is a condition from which immigrants are substantially excluded, despite legislative changes. In some 
cases, the citizenship requirement is relaxed to grant partial or total access to social security benefits 
conditional on possession of different types of work permits—for example, temporary, agricultural 
worker, etc.—but this, too, leads to discrimination among immigrant workers. In yet other cases, 
benefits are proportional to the duration of the immigrant’s legal residence in the host country. 
 
The following shortcomings in regulation generate the most serious potential for discrimination 
against immigrants: 
 

• the absence of a minimum contributory standard for access to pension benefits (stage 
minimum); 

• the criteria determining access to social security benefits by the family members of 
immigrants, both when they reside in the host country and when they reside in the country 
of origin; 

• the non-uniform criteria applied to benefits for the members of an immigrant worker’s family 
when it is polygamous. 

 
At the Level of the European Union 
According to terms of a recent European Union regulation, the conditions regulating the entry of 
immigrants into individual countries are decided by national legislations, whereas European 
community norms regulate the intra-European mobility of immigrants. 
 
The aim of the community norms is to reduce obstacles to the free movement of immigrant workers 
“legally staying” in a European country. In the case of intra-European mobility, the same principles 
that apply to mobility of European citizens generally should guarantee the portability of immigrants’ 
acquired rights. By introducing the concept of “legal stay,” the European Union regulation may 
prompt some member states to revise their national legislation for consistency with European 
norms. 
 
At the Bilateral Level 
As noted, the principles affirmed by international conventions find only partial application in bilateral 
agreements because they are founded on the reciprocity principle, which was formulated when 
migration was of much smaller proportions than it is today. 
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The shortcomings of bilateral agreements are the result of at least three factors: 
 

• the large number of countries from which immigrant workers originate, and the fact that the 
majority of those countries do not have agreements or are unable to stipulate them;  

• the absence of reciprocity in migratory flows; 
• the asymmetry between the economic, political, institutional and administrative conditions 

regulating pension and social security policies in the emigrant countries and those that exist 
in the immigrant countries. 

 
Bilateral regulation is closely influenced by the political and economic relations between the 
stipulating countries. In most cases, the negotiations conducted before the stipulation of agreements 
define their range of application, the benefits to which immigrants are entitled and the conditions 
under which immigrants may have access to them. 
 
Yet the reciprocity principle of bilateral agreements does not guarantee immigrant workers all the 
benefits to which they are entitled in host countries. Because the evolution of social security policies 
in immigrant countries rarely involves the revision of bilateral agreements, the disparities in access to 
benefits between immigrants and native workers are at risk of increasing even further. 
 
When the system of bilateral agreements was conceived, standard forms of employment 
predominated, and immigrants typically worked as wage earners in the private sector of the host 
countries’ economies. Since that time, European labour markets have undergone profound changes. 
For example, new forms of temporary work have proliferated, and demand for immigrant labour is 
now also directed towards knowledge workers for the public sector or recently privatised 
enterprises. As a rule, neither these new forms of work nor public sector employment falls within 
the scope of bilateral agreements. Additionally, immigration increasingly involves workers who do 
not depend on an employer but are self-employed. Such work is entirely unregulated in terms of 
insurance contributions and access to social security benefits. 
 
 
Shortcomings in information exchange 
 
The growth of migratory flows and the multiplicity of emigrant countries severely strain the 
administrative structures and procedures responsible for the management of social security for 
migrants. Administrative difficulties create formidable obstacles to the efficient management of 
immigration. They hamper access to forms of social protection and social security benefits, and they 
impede the exchange of information among the national bodies and institutions that manage the 
insurance positions of immigrant workers. 
 
The most critical aspects of administrative management are the following: 
 

• the methods used to transliterate the names of immigrants from countries with languages 
that do not use Latin alphabets; 

• the discrepancies among the criteria used by host countries to give immigrant workers 
personal identification codes, which are essential for access to pensions and social security 
systems; 

• the absence of reliable documentation on the identities of numerous immigrant workers. 
This problem forces host countries to assign workers conventional dates of birth, applying 
diverse criteria that significantly increase the costs of accessing pension and social security 
benefits; 

• the absence of communication between the social security institutes of immigrant and 
emigrant countries until closure of insurance relationships, when the immigrant worker 
lodges a claim for accrued benefits. As they seek to reconstruct the worker’s insurance 
record, administrators face serious difficulties that cause delays and disputes over recognition 
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of the worker’s acquired rights; and 
• the great country-to-country variance in documentation required for access to pension and 

welfare benefits, which makes cooperation among social security institutes problematic.   
 

 
Shortcomings in the regulation of work-related accidents and 
occupational diseases 
 
In most countries, the protection of immigrant workers in cases of workplace accidents and 
occupational diseases is based on the principles of territoriality and the level of skilled performance.  
 
Despite this common basis, major shortcomings exist in the application of these principles, especially 
in the criteria used to assess “biological damage” and the absence of common standards for the 
certification of invalidity and occupational diseases. 
 
 
Recommendations 
 
The study highlighted areas where the regulation of access to social security benefits by immigrant 
workers could be improved (1) to ensure the applicability of the assumptions underlying international 
regulations and (2) to increase the enforceability of the rights that stem from those assumptions.  
 
The following actions are recommended if these improvements are to be accomplished. 
 

1. Adapt International Regulatory Instruments 
The instruments used internationally to regulate migration furnish a suitable framework for 
host countries to devise reception and protection policies and for host and home countries 
to establish relations on a bilateral basis. The stipulation of international conventions should 
therefore be encouraged.  

 
However, with the recent magnitude of migration, many of the principles affirmed in 
international conventions are no longer sufficient to provide immigrant workers with 
adequate protection. Host countries should therefore enact legislation, even on a unilateral 
basis, that makes immigrant workers eligible for the pensions and welfare benefits provided 
by law for nationals, solely on the basis of the existence of an insurance relationship and their 
legal stay in the host country. 

 
2. Increase Migrant Workers' Protection Rights 

Recent changes to regulation of labour markets in host countries have made employment less 
stable and social security systems less generous. Immigrant workers should be entitled to the 
forms of supplementary social security that the host countries have put in place: voluntary 
supplementary pensions, insurance against involuntary unemployment; extension of benefits 
to third or public sector immigrant workers whose protection is not addressed by current 
international or bilateral regulations.  

 
3. Extend Migrant Workers' Protection Rights to their Families 

The changes numerous countries are introducing to improve the selection of immigrants also 
affect policies on family reunification. The more the host countries extend the rights of 
immigrant workers’ families in the host country to family members remaining in the home 
country, the more efficacious such policies will be.  
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4. Improve Migrant Workers' Protection on Return to their Countries of Origin 
The host countries should, in collaboration with the countries of origin, introduce policies 
that facilitate the return of immigrant workers to their home countries, enabling them to 
receive there the benefits to which they would have been entitled had they remained in the 
host country.  

 
5. Increase Migrant Workers’ Protection in the Case of Work-Related Accidents 

and Occupational Diseases. 
The protection of immigrant workers with regard to occupational diseases and work-related 
accidents should be extended on the basis of the territoriality principle regardless of the legal 
status of the worker’s stay in the host country. The criteria used to assess occupational 
diseases and invalidity levels should be standardised. 

 
6. Improve the Exchange of Administrative Information 

The present magnitude of migration hinders the administrative efficiency of the social security 
institutes of host and home countries. To remedy this situation, those institutes should 
regularly exchange data in a timely manner so that the records of immigrant workers records 
are continually updated. Additionally, common forms of certification should be introduced to 
reduce bureaucratic delays and disputes between immigrant workers and the social security 
institutes. 

 
7. Promote Benchmarking Policies and Stakeholder Involvement 

The social security institutes should improve their services by adopting policies that include 
measuring and compared results and promoting greater sharing of information among the 
officials who work in those institutes. Improving these services requires the cooperation of 
employers’ associations, trade unions and workers, as well as the immigrants themselves, 
who should be encouraged to create their own associations. 
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Executive summaries 
 
 

Labour Market and Social Protection Reforms in 
International Perspective 

 
Hedva Sarfati, ISSA Consultant, 

Former Director of Industrial Relations, 
International Labour Organisation  

and 
Giuliano Bonoli, University of Fribourg 

Editors 
 
Developments in the labour market are crucial determinants of social security coverage and 
sustainability. This is because employment patterns affect people’s access to social security benefits, 
while the rules governing access to benefits influence both employers’ and workers’ decisions 
concerning employment.  
 
The book focuses on the interactions between changes in labour markets and social protection 
systems within Organisation for Economic Co-operation and Development (OECD) countries. The 
difficulties that governments encounter worldwide in formulating and implementing welfare and 
labour market reforms highlighted the urgency of taking a closer look at the policy implications of 
these interactions as a way to promote employment and improve social security coverage. 
 
Policy makers face two main challenges in their current reform efforts: 
 

• Is it possible within today’s major economic constraints to respond to new demands 
without overlooking enduring needs? 

• If so, how? 
 
To answer these questions, the authors look at a broad range of constraints that limits policy 
makers’ reform efforts. They show that states can rise to the challenge under certain conditions.  
 
 
Factors driving change 
 
Over the past three decades, important factors have been driving change in the labour market and in 
welfare systems.  
 
Labour Market 
In the labour market, both positive and negative factors affect coverage and inclusion. These factors 
include high and persistent unemployment in the bigger European economies – which significantly 
declined in the 1990s, but is rising again with the economic downturn; low activity and employment 
rates of different age cohorts and groups of the population; and early retirement. At the same time, 
there has been a dramatic expansion of the services sector and a related increase in female 
employment, accompanied by the significant growth of atypical jobs – mainly for women, but 
increasingly for young and older workers as well.  
 
These trends, which started in the early 1970s, have reversed the highly structured labour markets of 
the post-World-War-II decades, which were characterized by full-time, stable and lifelong 
employment for the male breadwinner, with full social protection coverage in case of loss of income 
(sickness, unemployment, disability or retirement). Two societal developments have compounded 



these trends – the change in the composition of families, with the rise in single-person and single-
parent households, and the ageing of the population. Taken together, these result in a shrinking 
workforce on which a growing proportion of the population depends – a situation that will become 
more acute in coming decades. These changes in the labour markets demand changes in social 
protection systems so they can cope with rising dependency ratios.  
 
Complicating the picture, central and eastern European countries are experiencing reverse trends 
from those in the richer parts of the OECD – reduced life expectancy, females leaving the 
workforce, child care services declining, transfer of social security responsibilities from the 
workplace to governments and privatization as a result of the inability of those governments to pay 
for those responsibilities.  
 
To address these developments, all countries have embarked upon a gradual, sometimes radical, 
reform process. But while some reforms have contributed well to enabling the labour market and 
social protection systems to adapt in mutually supportive ways, in many other cases reforms are 
failing to adequately tackle some fundamental issues of social inclusion, cohesion and security arising 
from modern labour market conditions and social trends. In addition, far from enabling the labour 
market to make people more secure, the way social protection is adapting to new labour market 
conditions is deepening the problem. Indeed, while today’s labour markets continue to produce 
predominantly full-time stable jobs and welfare for a majority of citizens, they also generate 
substantial long-term unemployment, job insecurity, low pay, poverty and social exclusion. 
 
Welfare Systems 
Over the past two decades, while social protection institutions have been effective in the post-war 
economy, they appear less adequate to address today’s problems and challenges because of labour 
market and societal changes. Problems relating to societal changes are further compounded by the 
constraints on governments’ capacity to increase social expenditures to meet growing demands and 
emerging new needs and expectations. 
 
These constraints include: 
 

• The spread, since the mid-1980s, of neo-liberal thinking among policy makers at the national 
level and among international financial institutions that advise governments. It promotes 
small government, with reduced employment protection and a lean welfare state by 
transferring much of the social protection responsibility to the individual and to private 
sector insurance. This approach, which predates the bursting of the technology and stock 
market bubbles, was expected to enhance competitiveness and reduce unemployment.  

• The current generalized concern for public deficits, which constitutes a long-term risk for 
the sustainability of pensions, limits government’s capacity to respond to growing social 
demands or to offer acceptable trade-offs to social partners for accepting welfare reforms. 
In the European Union, this is due in particular to the drastic limitation of government 
leeway in monetary, fiscal and budgetary policies imposed by the single currency and the 
Growth and Stability Pact. 

• Accelerated international economic integration (globalization), with rapid capital movements 
and greater facility of relocating production to areas that are less regulated and taxed, 
further reduces government’s capacity to raise taxes to meet growing social demands.  

• The shift to a post-industrial economy, where the majority of the population is now 
employed, creates a further constraint. This is due to lower productivity growth potential, 
great wage disparities and high proportion of low-skilled and low-paid workforce, which 
characterise the services sector. By contrast, the post-war emergence of the welfare state 
was facilitated by the rapid and substantial productivity growth in manufacturing, where the 
majority of the workforce was employed, which released resources for funding social 
protection and increasing wages, which in turn enhanced productivity.  
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Social protection as an instrument of employment promotion 
 
The chief way social protection systems are being redesigned is to become instruments of 
employment promotion. These initiatives are proving to be beneficial in some respects, but a 
narrower definition of benefit entitlements, alongside real reductions in benefits, is transferring an 
increasing share of the welfare burden back to those who need support. 
 
The new conventional wisdom is that safety nets should become springboards, which is a positive and 
empowering proposal for those who can benefit from measures aiming at making work pay. 
Facilitating access to employment may be an appropriate strategy to improve the opportunities of 
many disadvantaged people, but not for all of them. Due to their circumstances, it may be difficult, or 
even impossible, for some disadvantaged persons, such as younger and older workers, workers with 
family responsibilities and, in particular, the disabled, to gain entry to and remain in the labour 
market. For them, springboards may be of little use and may even be dangerous if there is no 
adequate safety net below. 
 
Add to that the increasing proportion of those who have retired early from the labour market, and 
throw in such complications as increases in non-standard employment – often characterized by such 
insecurities as being temporary, part time or informal – and the explosive nature of the mix begins to 
take shape.  
 
And yet, despite the prevalence of the widely understood trends – such as demographic change, the 
increasing proportion of women in the labour market and the changing character of jobs – secure 
formal employment is proving to be remarkably durable for a substantial segment of the labour force. 
Moreover, unemployment, which had been rising, has declined in a number of countries during the 
1990s, and the low quality of many new jobs need not necessarily persist. On the whole, while 
maintaining their traditional functions of income replacement, welfare systems are now also expected 
to facilitate and encourage access to the labour market.  
 
 
Reforms that stimulate the labour market 
 
Another way social protection systems are being redesigned is with a view to encouraging entry or 
re-entry into the labour market. One of the biggest changes in social protection has been away from 
maintaining income and subsistence and preventing poverty to stimulating employment. 
 
The way this has been achieved varies among OECD countries, as do the effects. No country’s 
approach can be counted entirely successful or unsuccessful, but some lessons can be drawn from 
each and from the overall experience. Some country reform programmes have contributed positively 
to labour market inclusion or social protection coverage or even to both, but all have failed in some 
serious respects, too. Three examples among the many mentioned in the study are Denmark, the UK 
and France.  
 
The best case scenario is the Danish model of “flexicurity.” Through a judicious policy mix, it has 
achieved a virtual circle, dramatically contracting unemployment from a peak 12.4 per cent in 1993 to 
4.3 per cent in 2001, substantially increasing activity and employment rates of the population, well 
above the European average and among the highest in the OECD region, including for women, 
younger and older workers. Denmark’s reforms have created a unique combination of stable 
economic growth and social welfare in defiance of the widespread view that the need for 
competitiveness arising from international economic integration has rendered the Nordic model 
outmoded. This model combines a high level of labour market flexibility through job mobility and job 
rotation with a generous, long-term unemployment benefit system. The latter is associated with 
extensive and compulsory activation programmes, accompanied by massive support in terms of 
qualifying training and assistance in placement followed by individual on-the-job monitoring and 
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subsidised jobs for the long-term unemployed. It has the advantage of achieving positive individual 
and collective outcomes, by improving both the labour force’s employability and the ongoing 
restructuring of the economy. There is a downside, however limited – the ongoing tough process of 
selection and testing of employees’ productivity – skimming off the most qualified while gradually 
excluding from the labour market those who fail to meet the productivity criteria. Denmark, like the 
other Nordic countries, has managed to maintain a globally positive social and economic 
performance. 
 
The United Kingdom’s (UK’s) recent reforms have globally improved both labour market and welfare 
outcomes. The central organising principle of measures taken by the Labour government since 1997 
has been refocusing the welfare state around paid work – with the aim to make work possible and 
make work pay. This approach could be seen as a return, but without gender bias, to the basis of 
social protection systems designed around the assumption of full male employment. Paradoxically, 
however, it involves changes to social security entitlement that can be seen as in breach of founding 
principles. The UK’s reforms have been influenced to some extent by those in the United States 
(US), whose approach has been to provide incentives to the low paid via taxation and ex-post 
subsidies to remain at work. While these reforms are certainly successful in drastically reducing 
unemployment and child poverty and promoting close to full employment, the downside is the 
continuing wide dispersion in income distribution, the relatively high incidence of workless 
households and of poverty, particularly among single parent or single person households at working 
age and in retirement.  
 
French attempts to realign labour market and social protection policies are characterized as 
“maladjustment.” The French reforms have sometimes resulted in penalizing people looking for work 
and those at greatest risk of losing a job, creating poverty traps and disincentives to labour market 
entry and tenure and lacking transparency. To ensure better outcomes a coherent approach to 
reform based on social rights is called for instead of the past fragmented one.  
 
Non-standard employment 
 
One of the main ways to challenge prevailing messages about the future of work and welfare is to 
look at extent to which full-time employment remains the predominant form of employment in 
OECD countries. Popular conceptions fuelled by media reports suggest that employment security is 
a thing of the past. But does this hold true when more serious data on job stability are examined?  
 
Research on job stability over the past decade shows that, in industrialised countries, job tenure has 
been rather stable or has even increased. However, stable jobs do not necessarily mean good jobs, 
nor are they necessarily seen as secure or satisfactory. Moreover, overall stability does not suggest 
that all population groups have the same stable employment relationship. Thus, for instance, mobility 
rates are much higher among young than among older workers. And while age is one of the factors 
in long tenure, gender, firm size and sector of activity (particularly public vs. private) are determining 
factors as well, and there are remarkable differences among countries.  
 
Just because reports of the death of employment security have been exaggerated, however, does not 
mean that there have been no significant increases in non-standard forms of employment, or that this 
trend does not pose a challenge to social protection systems. The three main forms of atypical 
employment are part-time work, temporary (and fixed-term) work and self-employment. The first 
two have grown significantly (especially among women) and are often linked, while self-employment 
has grown, to a lesser extent, in non-agricultural sectors. Arguably, part-time jobs are not necessarily 
precarious, and available data show that tenure of female part-timers may be longer (10 years or 
more with the same employer) than that of their full-time counterparts. However, many of the non-
standard jobs are low skilled, low paid and often precarious, so they raise the major issue of capacity 
to contribute to, and to be covered by, social protection, especially during retirement. Development 
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of these jobs represents a major challenge to the design and sustainability of welfare systems, which 
are expected to provide a decent standard of living and a safety net to the population.  
 
A new framework of security is necessary to enable new forms of work and work organization to be 
reconciled to produce fairer and more uniform results, so that the advantages of flexible working for 
economic efficiency can be combined with the need for equitable social security coverage. 
 
 
The gender dimension 
 
The growth of women’s participation is among the major drivers of change in the labour market, 
although both the pace of that growth and its results vary a great deal among countries. The ISSA 
book explores the reasons both for that general growth and the variations between countries, and 
the role of government policies in shaping trends. 
 
The evidence shows that, although access to paid work is an important factor in alleviating poverty, 
increased participation of women in the labour market does not necessarily improve their welfare. 
Many women have joined the ranks of the working poor. While women’s access to paid work is a 
necessary condition of maintaining social protection as traditional gender roles break down, it is by 
no means a sufficient one. The outcomes depend on a range of factors in both labour market and 
social protection policies, and a number of changes are required in the approach of recent reforms if 
the intention of providing equitably for women and men is to be actually achieved.  
 
For example, France and the US have relatively high rates of women’s participation in the labour 
market, but for significantly different reasons. Similarly, child care services have been expanded in 
both countries, but in different regulatory environments. In general, the growth of the service sector 
and of women’s participation in the labour market are closely and positively correlated. However, 
different approaches impact differently on important factors such as low pay (more likely to affect 
women than men) and women’s ability to fulfil their responsibilities in the family as well as at work. 
 
The interconnections of work-family balance have long-term implications. The major determinant of 
women’s participation in the labour market is the availability of affordable child care services, which is 
also a major determinant of fertility rates. The latter, in turn, are a key factor in the growth of the 
workforce and, thus, in securing the sustainability of public pension schemes. However, while the US 
has seen substantial growth in women’s employment, especially in the service sector, women 
pensioners have fallen further behind men economically. The ISSA book explores the reasons for 
such contradictory outcomes, which highlight the limitations of market economics to fully explain or 
tackle the challenges of social protection. 
 
Indeed, while the traditional model of social protection tended to cement the dependence of women 
on men and contributed to female poverty, some reforms designed in part to overcome such 
shortcomings are consolidating rather than relieving the legacy of inequalities.  
 
The gradual erosion of public pensions and the promotion of private pensions are particularly 
damaging in this respect, particularly for women with discontinued careers and those heading single-
parent or single-person households. Coverage by private (occupational) pension schemes for women 
is limited for part-timers and for low-skilled and low-paid workers, even among full-timers. Where 
public pensions are provided at a low flat rate, the lack of private pensions coverage results in 
poverty in old age. 
 
As the sustainability of pensions is threatened by the shrinking labour force, attracting more working 
age women to the labour market, and providing them with the necessary access to education and 
continuing training and child care and dependent care services, would not only increase the labour 
force and living standards, but also reduce the welfare burden.  
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The ageing population 
 
The population is aging – particularly in the richer OECD countries – and one way to defuse the 
demographic time bomb is to increase labour market activity rates among the different age groups. 
But reforms over the past two decades have tended increasingly to exclude middle-age people from 
the labour market through early retirement and disability or unemployment benefits. Early 
retirement has come to be seen as an acquired right, and government efforts to reverse this trend 
generally meet strong opposition. Change – including active ageing, increasing the retirement age, 
declining labour force supply and declines in returns from private pension investments – however, is 
taking place as a result of better-targeted incentives and the economic downturn. But a change in 
attitudes towards older workers by policy makers, management and trade unions is also needed. 
 
The privatization of pensions is now viewed as the only possible response to the increasing 
dependency rate – the proportions of people contributing to the costs of social protection through 
their activity in the labour market in relation to those in receipt of its benefits – arising from 
demographic change. Indeed, if there is one point of agreement about the driving forces of change to 
social protection systems, it is that demographic change – in particular, the ageing of the population – 
has made pay-as-you-go public pension arrangements unaffordable. Changes in the dependency rate 
also are a major cause of the strains on social protection systems.  
 
However, just as exaggerated reports of the death of secure employment have served a particular 
policy agenda, so has the widely reported prognosis that pension systems based on social solidarity 
are no longer viable, according to the evidence in the book. 
 
Despite these realities, an exaggerated view of the implications of demographic change appears to be 
driving a distorted approach to reform, which could turn the real demographic challenge into an 
unnecessary crisis. If governments address reforms to social protection systems and labour markets 
in tandem, and with a commitment to social equity as well as economic efficiency, the problem can 
be tackled before it is too late. However, some governments prefer to transfer responsibility for old 
age income from the state and firms to the worker. This does not necessarily address the 
demographic problem (funded systems, whether public or private, face the same risk of low market 
performance or even market failure when the financial or technological bubbles burst), while 
alternative measures of reform – to both labour market and social protection policies – are 
neglected even though they could counteract the impact of the ageing population.  
 
These problems can be overcome by reversing late labour market entry and early exit, breaking the 
three-tiered life cycles (school, work retirement), improving training and skill upgrading at all ages, 
facilitating labour market re-entry, developing community and personal services and training 
unemployed people for them, acknowledging and adapting work-environment and jobs to the needs 
of older workers, changing attitudes towards older workers and using an innovative approach to the 
possible contribution of older workers, among other ways.  
 
Rather than enabling such a spiral to develop, many governments, employers and unions have tried to 
cope with unprecedented levels of persistent unemployment in ways that have further stimulated the 
spiralling of dependency rates by laying off workers over age 50. In this respect, men have been 
particularly hard-hit, but the extent to which social protection arrangements leave many women still 
dependent on men’s income makes it a women’s issue as well. At the same time, other factors, such 
as training (most of the 50+ males were low-skilled manufacturing workers) and the high incidence of 
single-parent households headed by women, have not been sufficiently addressed. 
 
The reduction in the labour force participation rates of older workers has proved to be an extremely 
costly means of facilitating industrial restructuring and economic adjustment, for the public budget 
and in terms of human capital. Today’s older people are in better health than those of a generation 
ago and can continue to work much longer doing activities that do not require physical effort. 
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The role of taxation 
 
Different approaches were adopted by the OECD countries in the study to tackling the problem of 
early withdrawal from the labour market. Some countries have focused on changes to taxation rules 
because under existing regulations it was more cost effective for some people not to work – for 
example, older and pre-retired workers, single mothers and people with disabilities, long-term 
unemployed and other welfare recipients. 
 
Reforms to tackle this have tended to focus on tightening entitlements to welfare benefits. This does 
affect incentives but sometimes at the expense of social protection, and governments can be 
motivated to combat dependency on the state more by cost cutting than by what is in the best 
interests of the people affected. Against that background, tax reforms to provide carrots to 
complement the sticks produced by changes to social protection systems are of particular interest, 
and the book provides comparative country experiences. 
 
Tax credits for low-income households are most often used in the US and the UK. By examining the 
evidence of both success and failure of tax credits, the book offers insights into how they might be 
used – alone and combined with other measures – to produce better outcomes in both labour 
market participation and social protection of particularly vulnerable groups. 
 
 
The challenge to social partners 
 
The most effective policy outcomes achieved so far from labour market and social protection 
reforms have been social dialogue with stakeholders and the public in the policy making process, 
which requires a long-term commitment to the growth of citizens’ trust and confidence. The 
mutually supportive roles of labour market regulation and social protection systems have had good 
economic and social results in Nordic countries, Austria, Germany and the Netherlands, where 
social dialogue is well established and functions well, as well as in Ireland, Italy, Portugal and Spain, 
with their more adversarial industrial relations systems. 
 
Social dialogue enhances government’s ability to develop sound policies that reflect the public’s 
interests. Linking child care provision to pension sustainability through the participation of decently 
paid and protected women in the workplace is a case in point. The social dialogue approach has also 
played a successful role in securing essential changes to both labour market and pension reform in 
several countries, compared to the political and policy failures resulting from attempts to impose it. 
 
The mutual compatibility of labour market regulation and social protection systems requires mutually 
supportive reforms of both. Social protection reforms can be designed so that they contribute to the 
re-structuring of the labour market to harness the benefits of flexibility and security. Other measures 
of labour market re-regulation can contribute to establishing a more secure basis for the future of 
social protection. 
 
This virtual spiral of policy reform spans the range of both ethical and practical issues. It is all very 
well, for example, to insist that paid work is the best route out of poverty and to conclude that social 
protection reforms should be designed primarily to facilitate participation in the labour market. 
However, if instead of redrawing the line between employment and non-employment, this has the 
effect of undermining the legitimacy of that line, a new set of problems emerges. Tackling this 
inevitably leads to other issues, such as what people are entitled to enjoy in active but non-earning 
retirement, and how to balance the responsibilities to society to people with disabilities with their 
rights to fair, dignified and reasonable treatment and daily lives.  
 
The very nature of work also is a part of the reform debate – for example, the desire of mothers and 
fathers to stay at home and take care of their children. The work-life balance is an increasingly 
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important public policy debate that requires a co-ordinated approach and has significant implications 
for labour market and social protection policies.  It raises issues about the ease of movement 
between participation and non-participation in the labour market, and between full-time and part-
time work, as well as about entitlement to benefits or credits towards publicly provided pensions. 
 
Rising to these challenges requires not only the political will to do so, but also the vision to mobilize 
the technical expertise, involving a multi-disciplinary approach and a commitment to social dialogue. 
 
Contemporary debates about the sustainability of pensions, like those about globalization, corporate 
power, the future of work or of the welfare state, involve exploring the appropriate balance of risk 
and security, the respective roles of the private and public sectors and the mix of the state and the 
market. Our collective and individual futures depend upon the outcomes of these debates, yet they 
often generate a more heat than light. The ISSA Initiative book shows how these interests can be 
reconciled to reach an acceptable and sustainable balance of economic efficiency and growth, on the 
one hand, and social cohesion and justice, on the other. 
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Towards Sustainable Health Care Systems: 
Strategies in Health Insurance Schemes in France, 

Germany, Japan and the Netherlands 
 

Prof. Dr. Klaus-Dirk Henke and Dr. Jonas Schreyögg 
Berlin Technical University 

Germany 
 
In France, Germany, Japan and the Netherlands, health care expenditures grow while revenue 
remains at the same level or even shrinks, and medical progress, ageing and other factors are 
widening this gap over time. The pay-as-you-go approach is reaching limits, either with rising 
employer and employee contribution rates in the "Bismarck systems" or with higher taxes in the 
"Beveridge systems." Neither of these systems is able to regulate itself quasi-automatically. Political 
interventions are needed with increasing frequency, and patchwork repair is evident everywhere. 
Major reforms are either too difficult or politically unmanageable in the highly sensitive and complex 
area of health care. This situation explains why in Europe and Japan, the public is calling for more 
substantial and longer lasting reforms.  
 
The solution to this situation is relatively easy. The nations facing financial gaps can: 
 

• Cut back expenditures through budgets, exclusion of benefits and services or both.  
• Increase revenue through higher contribution rates, a broader base for financing, higher co-

payments and out-of-pocket-expenditures or some combination of these mechanisms.  
• Institute major structural reforms to close the financial gap. These reforms can be 

accomplished through the ability-to-pay-principle or the benefit or insurance principle.  
 
All four nations examined in this report implement these theoretical approaches at one time or 
another, but there are differences in the way they do so. A comparison of their approaches might be 
beneficial to them as they face continuing challenges in closing the gap between health care 
expenditures and revenue. 
 
 
Impacts on Health Care Systems 
 
Health care expenditures have risen considerably in the past 10 years in all four of the compared 
countries. Between 1992 and 2001, yearly increases in total health expenditures averaged 3.48 per 
cent in Japan, 3.75 per cent in Germany and 3.98 per cent in France, but health care expenditures in 
the Netherlands rose an average of 6.18 per cent per year during the same period. The percentage 
of gross domestic product (GDP) spent on health care services also increased over the last decade 
in all four countries, with Japan experiencing the largest increase, from 6.2 per cent in 1992 to 7.6 
per cent in 2000. 
 
Demographic Characteristics 
Changes in demographic characteristics are one major cause of recent expenditure growth in all four 
countries. A higher life expectancy combined with lower birth rates led to an ageing population in 
most industrial countries. In Japan, the number of people above the age of 65 years rose from 5.7 
per cent of the total population in 1960 to 17.4 per cent in the year 2000. The changes in the three 
European countries were not so dramatic, but the number of people above the age of 65 years 



increased as well during the same period: from 11.6 per cent to 16.4 per cent in Germany, from 11.6 
per cent to 16.1 per cent in France and from 9.0 per cent to 13.6 per cent in the Netherlands.  
 
Changing Patterns of Disease 
Changing patterns of disease are partially linked to the demographic changes that have a direct 
impact on the provision of health care and therefore on health expenditures. First, a shift to chronic 
diseases can be observed. Allergies, asthma and diabetes are becoming widespread. Second, an 
improved standard of living is making excessive weight a widespread health problem. For example, 
the number of people in France considered to be overweight, as measured by body mass index, rose 
from 5.8 per cent in 1990 to 9 per cent in 2000. The Netherlands and Japan have similar problems. 
This development is alarming because diseases associated with the skeleton, muscles and circulatory 
system are expected to increase as a result of this increase in excess weight. Nevertheless, life 
expectancy and healthy life expectancy have increased in all four countries over the past 40 years. In 
the year 2000, Japan had the highest life expectancy at birth of 81.3 years, followed by France with 
79.0 years and the Netherlands with 78.0 years. Germany has had the lowest average life expectancy 
at birth of all four countries for more than 30 years. 
 
Technological Progress 
New technologies have significantly increased the effectiveness of health care services, reducing the 
duration of treatments, improving outcomes and curing illnesses that were formerly incurable. The 
need for inpatient care also decreased. Between 1990 and 2000, the average length of stay in a 
hospital dropped by 26 per cent from 2.4 days per person per year to 1.9 days in both France and 
Germany. Additionally, technological progress has had an impact on longevity. Between 1975 and 
1995, the number of life years lost because of diseases was reduced by 40.5 per cent in Japan, 45.3 
per cent in Germany, 34.8 per cent in France and 31.3 per cent in the Netherlands. 
 
Economic Situation 
In all four countries, the increase of health care expenditures as a percentage of GDP is due partially 
to the deceleration of economic growth. Japan experienced a decline in annual average GDP growth 
rate from 4.5 per cent between 1970 and 1990 to 2.2 per cent in 2000 and –0.8 per cent in 2001. 
Germany also is on the verge of a recession, with a decline in GDP growth rate from 2.9 per cent in 
2000 to 0.8 per cent in 2001 and 0.2 per cent in 2002. In 2002, the GDP growth rate was 1.2 per 
cent in France and increased by only 0.2 percent in the Netherlands. Because health care systems 
that follow the Bismarckian approach, as all four countries in this report do, are linked mostly to 
wages and salaries as the base for contributions, high unemployment rates contributed to the 
financial constraints of their sickness funds. Although unemployment rates increased sharply 
between 2000 and 2002 in Japan (4.7 per cent to 5.4 per cent) and Germany (7.8 per cent to 8.6 per 
cent), the French unemployment rate dropped slightly from 9.3 per cent to 8.8 per cent, and the 
Netherlands managed to keep unemployment at a low level. 
 
Changes in Needs and Demands 
The changes in health care needs and the occurrence of new demands can generally be regarded as 
positive developments because they create new supply and therefore economic growth. Because 
many of these new services and products are reimbursed by the sickness funds in the four countries, 
however, this increased demand also means higher health expenditures and thus higher contribution 
rates for the social health insurance systems. 
 
Structural Weaknesses of the System 
All social health insurance systems contain various disincentives, as well as some fundamental 
weakness in their structures, such as the separation of inpatient and outpatient sectors in Germany. 
Such flaws have a direct impact on health expenditures and result in higher insurance contributions. 
In the case of moral hazard, there is an imminent increase in the redistribution of insurance funds 
from nonusers to users. 
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Institutional and Organisational Framework 
 
The institutional framework of social health insurance and its organisation in the four countries have 
developed according to national and cultural needs and are sometimes quite far from the original 
ideas that prevailed at the beginning of social security systems under Bismarck. The categories below 
facilitate comparisons among the four countries, given the complexity of the different institutional 
settings. 
 
 
Membership, Enrolment and Coverage 
 
All compared countries have a social health insurance system based on several sickness fund 
schemes that cover the majority of the population with health insurance protection. Membership in 
sickness fund schemes is compulsory; only in Germany and the Netherlands are segments of the 
population exempted from this obligatory membership. 
 
Benefits 
The extent of granted services differs among the countries. Although the sickness fund schemes in 
Japan and France cover almost the entire population, the granted services are more comprehensive 
in Japan. For this reason, nearly 90 per cent of the French population is insured by supplementary 
private insurance, whereas the Japanese population has no need to be privately insured, which holds 
down the market share of private health insurance in Japan. Germany’s social health insurance is as 
comprehensive as Japan’s, but it covers only 89 per cent of the population.  
 
Benefits granted by sickness funds in the Netherlands differ completely from those of the other 
three countries, because the Netherlands has one scheme for long-term care and high-cost 
treatments, the Algemene Wet Bijzondere Ziektekosten(AWBZ), and it covers the entire 
population. Another scheme for normal medical care, the Ziekenfondswet(ZFW), covers 63 per 
cent of the population. As much as 30.2 per cent of the population substitutes the sickness funds 
scheme (ZFW) with comprehensive private health insurance.  
 
Ownership of Sickness Funds and Freedom of Choice 
The ownership of the sickness funds in the four countries varies from governmental to nearly 
private. In France, the financial risk of the sickness funds is carried solely by the state, whereas the 
Japanese state carries only the deficits of certain schemes and offers the possibility to privately fund 
sickness funds. In the Netherlands, the sickness funds of the ZFW (normal medical care) increasingly 
are carrying financial risks on their own. They can also apply for the management of the AWBZ in 
one region. 
 
Regarding choice, in France membership in one of the three large sickness funds is determined 
strictly by the type of employment. Japan has a similar arrangement whereby employees in bigger 
companies of a certain size are insured by society-managed sickness funds, which often belong to the 
company itself. Employees of smaller companies are insured in one of the sickness fund schemes for 
special occupations or in the government-managed scheme. All other citizens are compulsorily 
insured by the municipal insurance scheme called National Health Insurance. In 2000, Japan had a 
total of 5,192 different sickness funds. In Germany, all citizens are able to choose among a variety of 
sickness funds, which are organised on a regional or nationwide basis. There were 319 sickness 
funds in Germany in 2003. The sickness funds are competing with each other on the basis of 
different contribution rates. Because the Netherlands’ AWBZ scheme for long-term care and high-
cost treatments consists of only one sickness fund in each region, Dutch citizens have no choice in 
this segment. In the ZFW scheme for normal medical care, they can choose among 25 different 
funds. 
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Competition and Risk Structure Compensation 
To spread the financial risks among the different funds and provide fair competition, three countries 
have implemented a risk structure compensation scheme. Japan does not have such a scheme; 
instead, the government subsidizes municipal sickness funds because Japan has more retired persons 
and therefore a more negative risk structure. In Germany, after each calendar year standard 
expenditures are calculated according to income, age, sex and invalidity. On this basis, certain 
sickness funds pay into this scheme and other funds receive from the pool. In 2001, Germany 
introduced a morbidity-oriented risk structure compensation scheme, in effect through the year 
2007. 
 
In the Netherlands, the risk structure compensation scheme compensates funds of the ZFW. It 
comprises both a prospective and a retrospective calculated component. The prospective 
component is paid to sickness funds as a capitation according to the risk adjusters age, gender, 
employment/social security status and region. The retrospective component consists of two 
different mechanisms. First, the sickness funds share any difference between the allocated budget and 
the actual costs to a certain percentage, called the equalisation percentage. Second, sickness funds 
are compensated for a certain percentage of the difference between the budget allocated to all 
sickness funds and the actual expenditure arising from cost drivers that cannot be influenced by the 
sickness funds. In France, one risk structure compensation scheme compensates differences between 
the general scheme and small schemes according to the criteria of age and income. Another risk 
structure compensation scheme adjusts the differences between the three main schemes on the 
basis of age. Although the introduction of competition in Germany and the Netherlands was also 
targeted at bringing down the administration costs of sickness funds, the costs are even higher than 
in France and Japan, which have no competition among sickness funds. 
 
 
Funding 
 
When Bismarck first introduced social insurance schemes, they were meant to provide sickness 
benefits and primary care for the needy. Over the years, the provision of primary care was extended 
to most parts of the population. Although it is under increasing pressure, the pay-as-you-go-principle 
has remained untouched in all four countries. Instead, the countries have extended the benefits they 
provide, changed their contribution assessment bases and amended their structure of financing 
health care. 
 
Contribution Rates, Income Ceiling and Contribution Assessment Bases 
In the Netherlands, the contribution rate for the AWBZ is set at 12.3 per cent and is paid 
completely by the employees with a yearly income ceiling of € 27,009 (2003). The contribution rate 
of 8.45 per cent for the ZFW is paid by the employer (6.75 per cent) and by the employees (1.7 per 
cent). The income ceiling for the ZFW for 2003 was set at € 28,188. Germany has a higher income 
ceiling at € 41,850 (2003). The average contribution rate of 14.3 per cent (2003) is lower in 
Germany than in the Netherlands and is shared equally between employers and employees. 
Although the average contribution rates in Japan are nearly the same for the society-managed 
sickness funds (8.6 per cent in 2003) and the government-managed sickness funds (8.5 per cent in 
2003), the rates for the municipal funds vary greatly. As in Germany, the contribution for the 
Japanese government-managed sickness funds is shared in equal parts by employers and employees, 
but for the society-managed sickness funds, employers pay 4.8 per cent and employees pay only 3.8 
per cent of their income. In France, the contribution rate for the general employee scheme 
(CNAMTS) is currently 13.55 per cent of wages and salaries and therefore higher than in Japan. The 
employer carries 12.8 per cent; employees pay only 0.75 per cent. In addition, every employee also 
pays a tax of 5.25 per cent into the CSG (Generalised Social Contribution), a state fund with a 
different contribution assessment base, which is channelled into the sickness fund schemes.  
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Contribution of Pensioners 
Every country has its own strategy to handle the growing number of pensioners and the increasing 
demand for long-term care. In Japan, pensioners have to join the municipal funds, which receive 
compensation for increased expenditures resulting from the old age structure. In the other 
countries, pensioners are staying in their former sickness fund schemes but sometimes under 
changed conditions. In France, they are paying a reduced rate for the CSG of 3.95 per cent, whereas 
the Netherlands has initiated a lower income ceiling of € 19,550 for sickness funds in the ZFW for 
pensioners. In Germany, pensioners are paying half of the average contribution rate of all sickness 
funds; the other half is paid from the pension scheme. 
 
Separation of Health and Long-term Care 
As a strategy to cope with rising demand for long-term care, Germany and Japan have separated 
funding for health care and long-term care institutionally. In both countries, risks for long-term care 
are countries insured under a long-term care insurance with payroll-deducted contributions. In the 
Netherlands, long-term care is covered by the AWBZ; in France, it is insured under the normal 
social health insurance, although long-term care insurance will soon be introduced. 
 
Burden Sharing by Income levels and Between Employers and Employees 
With contribution rates of 18.8 per cent and without an income ceiling, French residents pay the 
highest contributions, although it has to be considered that the French social health insurance 
contributes a higher share to the total health expenditure. Whereas in France social health insurance 
contributes 76 per cent to the total health expenditures, it contributes only 57 per cent in Germany 
and 45.2 per cent in Japan. In the Netherlands, its contribution to the total health expenditure is 
similar to that in France (79 per cent), but Dutch residents pay an even higher rate of 20.75 per 
cent, and unlike France, the Netherlands has an income ceiling. Under the Dutch design of 
contributions, persons with incomes up to € 30,000 pay more contributions than in France, but 
those with higher incomes pay less. Japan has the lowest contributions up to an income of € 67,500, 
but the Japanese social health insurance contributes less than the other three countries to the total 
health expenditure. Germany has the second lowest contribution burden for persons with low 
incomes up to a ceiling of € 41,850 and high incomes from € 70,000 and higher. 
 
Employees in the Netherlands pay the highest contributions up to an income of about € 65,000 
(2003). For higher incomes, the French contributions show more progressiveness. Japanese 
employees pay the lowest contributions for the lower incomes, and German employees pay the 
lowest contributions for incomes higher than about € 80,000.  
 
Government Subsidies for Sickness Funds and Out-of-Pocket Payment 
Social health insurance in every country is partially subsidised by the state. The Japanese state pays 
for the administrative costs of the government-managed sickness fund scheme, partially subsidises 
the administrative costs of the society-managed sickness fund scheme and supports the society-
managed sickness fund scheme in case of financial difficulties. The society-managed sickness funds 
had a financial deficit of € 2.4 billion in 2002. Unlike Japan, the German state does not cover any 
financial deficits of sickness funds, although they also were running deficits of € 3.1 billion in 2002, 
but it subsidises them for extraordinary expenditures (e.g., long-term unemployed) with € 4.06 
billion. France and the Netherlands are also subsidising their sickness funds: in 2000, France with  
€ 6.2 billion; and in 2002, the Netherlands with € 6.9 billion Euro. The reimbursement percentage 
for out-of-pocket expenditures varies significantly among the four countries, with the Netherlands 
showing the smallest and Japan the highest percentage. 
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Provision and Purchasing of Health Services 
 
Expenditures for each type of service vary according to the design of the health care system. It is 
difficult to compare overall expenditures for outpatient and inpatient care, but some categories can 
be compared. It is striking that services reimbursed in some countries by sickness funds or other 
carriers are in greater demand and therefore represent a higher share of total health expenditures 
than in countries that do not include them in their benefit catalogue. The Netherlands, for example, 
spends a significantly lower percentage (3.8 per cent in 2001) of its total health expenditure for 
dental care than the other three countries, because its dental provision is limited to preventive 
services for children and surgical care for adults. Another major difference is in long-term care. 
Outpatient care (7.3 per cent in 2001) and inpatient care (9.5 per cent in 2001) represent a far 
higher share of total health expenditures in the Netherlands than in any of the other countries. 
 
Hospital Care 
 
Ownership 

As in the Dutch institutional organisation of the social health insurance, the Netherlands also 
takes a leading role in privatising hospital infrastructure. More than 90 per cent of the 
hospital beds in the Netherlands are in private or non-for-profit institutions. (It must be 
noted that private or-profit management is prohibited in the Netherlands.) In Germany, the 
share of beds owned by private for-profit and not-for-profit hospitals is steadily increasing 
(from 37.2 per cent in 1990 to 46.8 per cent in 2001). In Japan the share of beds owned by 
private not-for-profit hospitals is lower than in the Netherlands but still high compared with 
France and Germany because of the establishment of private "Medical Care Corporations," 
which are managed as nonprofit organisations and account for 48.8 per cent of all hospital 
beds. Compared with the other countries, the share of beds in public hospitals is quite high 
in France, with 64.8 per cent of all beds. But France also has 21.8 per cent of its beds in 
private hospitals – a higher percentage than in Germany, where private nonprofit hospitals 
are historically more dominant than private hospitals. 
 

Access to Services 
Despite different ownership structures in the four countries, patients insured under social 
health insurance generally have access to all types of hospitals. Although all patients have 
access to outpatient services in hospitals, some countries regulate access by establishing 
referral systems. In the Netherlands, secondary and tertiary care is provided primarily by 
medical specialists in hospital outpatient care units. Patients have to be referred to these 
facilities by a general practitioner. Germany also uses a referral system, but specialists 
outside of hospitals also provide secondary and sometimes even tertiary care. Japan and 
France have not established a referral system for outpatient services in hospitals; therefore, 
patients are free to visit any outpatient unit in hospitals. The Netherlands is the only country 
that is reporting waiting lists for certain diagnostic procedures and treatments in hospitals. 
 

Hospital Planning and Contracting 
Capacities for hospital care are planned on a regional government level by the Läender in 
Germany and the prefectures in Japan and by the central government in the Netherlands. In 
France, Regional Hospital Agencies plan hospital capacities. Hospitals included in the regional 
or central hospital plans usually have contracts with the sickness funds for reimbursement. In 
terms of hospital infrastructure, the number of personnel per bed has increased and the 
average length of stay has decreased in all four countries. 
 

Reimbursement and Spending Control 
Regarding reimbursement of hospital services, diagnosis-related groups (DRG’s) seem to be 
the dominant reimbursement method of the future. A system of DRG’s has already been 
introduced in Germany, and one is planned for introduction in the Netherlands and France 
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in 2004. In Japan, a capitation system based on diagnosis procedure combinations (DPC’s) 
was introduced in 2003 for hospitals with specified functions that provide advanced medical 
care and other services. 
 

User Charges 
Japan charges the highest co-payment rate for hospital care, at 30 per cent of costs for 
citizens below the age of 70 years, 20 percent for those above age 70 but only 10 percent 
for low-income citizens above age 70. France follows a different strategy, with co-payments 
of 20 per cent for the first 31 days of hospital care and a ceiling of € 200, and an additional € 
10.67 per day for accommodations. Germans pay the lowest user charges for hospital care 
with a fee of € 10 per day, but that amount is limited to a maximum of 28 days per year. The 
Netherlands is the only country that requires no co-payments at all for hospital care. 
 

Ambulatory Care 
 
Employment Status and Organisation 

In Germany and France, the majority of physicians are self-employed and in solo practices. In 
the Netherlands, ownership and organisation of practice differ according to the field of 
medical services. Half of the general practitioners are self-employed in solo practices, and 
the other half are working in group practices or in health centres. Specialists in the 
Netherlands usually practice in outpatient departments of hospitals. In other contrast to 
countries, physicians in Japan practice in all forms of organisations. They are employed by 
hospitals and practice in outpatient departments or work as self-employed physicians in 
single practices or clinics, which are similar to health centres in other countries. 
 

Manpower Planning 
All four countries limit the admission of medical students by quota. Unlike France and Japan, 
Germany and the Netherlands have limited the number of physicians practicing in 
ambulatory care by medical specialty and region. Apart from Japan, all other countries legally 
define the field of medical services physicians are allowed to offer as ambulatory care. In 
Japan, physicians can freely claim any field of medical services they would like to provide. As 
in France in Germany, Japan has no gatekeeper system; patients have free choice between 
general practitioners and any kind of specialists. The Netherlands is the only country of the 
four that has an institutionalized, mandatory gatekeeper system. 
 

Contracting 
In Japan, Germany and France, the sickness funds are obliged to contract collectively with all 
providers of ambulatory care. In contrast, the Netherlands established a system of selective 
contracting in 1994. The sickness funds now have a choice whether to contract with certain 
providers or not. 

 
Reimbursement Fees 

Physicians are reimbursed for the services they provide in different ways in all four 
countries. In Japan and Germany, physicians claim their payments from institutionalised 
bodies that administer the payments for physicians. In Germany, the Associations of Sickness 
Funds Physicians process claims and reimburse physicians on a regional basis. Unlike Japan, 
sickness funds in Germany do not reimburse the Associations of Sickness Funds Physicians 
according to each claim but pay negotiated capitations that differ significantly among sickness 
funds. The Netherlands has no administrative body for processing claims, but physicians are 
asked to claim payments directly from the AWBZ, ZFW or voluntary health insurances. 
French physicians generally claim their fees directly from the patients on a cost-
reimbursement basis. 

 

 7



Reimbursement Method 
Although it is widely accepted that fee-for-service reimbursement leads to an oversupply of 
services, all four countries still use this method of reimbursement at least partially. Japan and 
Germany combine the fee-for-service payment with a point system under which physicians 
receive a certain number of points for each service delivered. In France, services are 
reimbursed on a fee-for-service basis as in Japan, although some services are reimbursed on 
a capitation basis. In the Netherlands, reimbursement methods differ between general 
practitioners (capitations) and specialists (fee-for-service). 

 
Long-term Care 
 
Planning 

Planning for long-term care capacities takes place on the local, provincial and central levels in 
the four countries. In general, the planning of resources is especially conducted for 
institutional. In Japan, municipalities (local communities) determine care plans under the 
supervision of prefectures (provinces). In France, the planning of long-term care capacities is 
the responsibility of local communities, whereas in Germany, the Länder (provincial) 
governments planning long-term care capacities. In the Netherlands, the central government 
also has the function of planning for institutional care. 

 
Benefits 

The statutory long-term care insurance provided by statute in Germany and Japan is paying 
for institutional as well as home care services. In the Netherlands, institutional and home 
care services are also fully covered by the AWBZ. Unlike the three other countries, France 
has no separate long-term care insurance; therefore, the sickness funds are paying for long-
term care. However, long-term insurance will be introduced in France soon. 

 
 
Lessons Towards Sustainable Social Health Insurance 
 
Competition vs. Regulation of Sickness Funds 
For several years, a trend towards enforcing competition among sickness funds has been evident in 
the Netherlands and Germany.  Sickness funds in both countries have opened up, and their risk 
structure compensation schemes are further developed step by step [not clear what this means] to 
ensure fair competition among sickness funds. It is difficult to assess the effect of competition in 
these countries empirically. Thus far, sickness funds in both countries have not been sufficiently able 
to influence the decisive parameters for competition such as contribution rates, the services 
provided and the quality of those services. Therefore, it is yet to be proved that competition among 
sickness funds is more successful. 
 
Separation of Long-term Care and High-Cost Medical Care 
In view of ageing societies, the rising demand for long-term care and the resulting problems for 
social health insurance systems, all counties are increasingly concerned with different strategies for 
financing long-term care. Apart from France, all countries have separated their social health 
insurance from long-term care by introducing mandatory long-term care insurance. In Germany and 
Japan, long-term care insurance solely reimburses long-term care services primarily for elderly 
citizens. The Netherlands has chosen an even more comprehensive approach. This long-term care 
insurance (AWBZ) supports a smooth transition from hospital care to long-term care, and therefore 
reduces durations of hospital stays. Because it also separates high-cost medical care and long-term 
care from normal medical care, it could serve as an example for future organisation of social health 
insurance. 
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Private Health Insurance 
With the exception of Japan, the compared countries increasingly rely on the integration of private 
health insurance with the social health insurance systems. Private health insurance is used either on a 
supplementary basis to cover certain services not included in social health insurance or on a 
complementary basis to substitute for social health insurance. Complementary private health 
insurance might be an option to enforce more service orientation and competition among sickness 
funds, although in the case of Germany, administrative costs are higher for private health insurance. 
Supplementary health insurance could be an important element in the design of more sustainable 
social health insurance systems because it could immediately replace services excluded from sickness 
funds. In this way, it helps social health insurance to concentrate on its major task, which is to 
provide risk pooling that prevents citizens from being exposed to financial risks. 
 
User Charges 
The comparison of the four countries reveals sharp differences in user charges. Japan relies more on 
user charges for hospital as well as for ambulatory care; the Netherlands does not charge any user 
fees.  Because Japan’s ceiling on user charges differs according to income, it has in a certain way a 
progressive effect similar to contributions. But it should be noted that user charges can be 
implemented in a manner that provides an economic incentive (for example, on the basis of patient 
contact) and therefore prevents an overuse of services. For this reason, user charges as applied in 
Japan are probably the best solution to generate revenue and create economic incentives at the 
same time. 
 
Reimbursing Hospital Care with DRG’s 
All four countries are working to introduce a system similar to that of DRG’s for reimbursement of 
hospital care. Although Japan appears to be farthest along in this regard, the Netherlands plans the 
most comprehensive DRG-like system, including both inpatient and outpatient care. Such a 
comprehensive reimbursement system would integrate these two sectors not only institutionally but 
also financially. Generally, such a system would facilitate the transition from inpatient to outpatient 
care and generate cost savings to a certain extent. It would therefore encourage the introduction of 
integrated care, especially disease management programs, which are gaining importance in view of 
rapidly ageing populations. 
 
 
Further Developments 
 
Certain developments can be anticipated for the future of social health insurance systems. Most 
countries wish to introduce an integrated health care system while setting priorities in health care. 
This a consistent topic, and it is the basis on which day-to-day-adjustments take place in all four 
countries compared in the report. In line with these corrections and more comprehensive ideas of a 
health care network, health services in the future may need to be financed differently than in the 
past. For these new approaches, some financing options exist. They could be modeled on the 
systems of France, Germany, Japan and the Netherlands, with their customs and historical 
experiences. Finally, the future of the European welfare state within the European Union, with its 
growing importance for national and European economic and social policy, has to be taken into 
account. 
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Executive summaries 
 
 

Health Financing Policy Issues 
 

Dr. Guy Carrin and Mr.Chris James 
World Health Organisation 

 
Social health insurance (SHI) is one of the principal methods of health financing. Twenty-seven 
countries have established the principle of universal coverage by this method. Several low- and 
middle-income countries are currently interested in extending their existing health insurance for 
specific groups to eventually cover their entire populations. For those countries interested in such 
an extension, it is important to understand what characterises a well-performing SHI scheme and 
how long the transition from incomplete to universal coverage can be expected to take. 
 
 
Different options for reaching universal coverage 
 
A question facing many countries is how to pay for universal health coverage – a system that 
provides access to adequate health care for all at an affordable price. A key concept in financing 
universal coverage is that of society risk pooling, where all individuals and families share the financing 
of total health care costs. The larger the degree of risk pooling, the less people will have to bear the 
financial consequences of their own health risks, and the more they are likely to have access to the 
care they need. 
 
There are essentially two main options for achieving universal coverage.  
 

• A National Health Service system uses general tax revenue as the main source of financing 
health services. Health services are usually provided by a network of public and contracted 
private providers. 

• In a SHI approach, workers, the self-employed, businesses and government pay contributions 
into a fund. The base for workers’ and businesses’ contributions is usually the worker’s 
salary. The contributions of the self-employed are either flat or based on estimated income. 
Government may provide contributions for those who are unable to pay, such as those who 
are unemployed and low-income, informal sector workers. SHI owns its own provider 
networks, works with accredited public and private health care providers or uses a 
combination of both. Within SHI, a number of functions (for example, registration, collection 
of contributions, contracting and reimbursement of providers) may also be executed by non-
governmental institutions, often referred to as sickness funds.  

 
Some countries use a mix of the two options, so that the health financing system partially covers the 
population by general tax revenue, and has clearly specified population groups only covered by 
health insurance. The insurance can be provided by one or more non-governmental insurance 
schemes that follow SHI principles or through a basic package of care provided by private health 
insurers subject to government regulation. 
 
Within each of the options, private health insurance plays a supplementary role by covering health 
care services not in the basic benefits package, providing care with less waiting time and covering 
some of the cost of patient co-payments. In reality, no health financing system is financed entirely by 
general taxation, SHI or a mixed health financing system. However, these options are useful for 
describing the principal method driving a health financing system towards universal coverage. 
 



This study focuses on the development of SHI, especially in low- and middle-income countries. It 
assumes that the country has analysed the pros and cons of general taxation, SHI and a mix of the 
two as options for reaching universal coverage.  
 
 
The road to universal health coverage via SHI 
 
Achieving universal coverage is not an easy enterprise, and it often took countries decades to 
implement it. This study assesses the experience of eight countries transitioning to universal 
coverage via SHI: Austria, Belgium, Costa Rica, Germany, Israel, Japan, Republic of Korea (ROK) and 
Luxembourg.  
 
All of the countries followed an incremental approach, yet some took longer to develop their 
systems than did others. Those with a fairly extensive transition period, more than 40 years, are 
Germany, Austria, Belgium, Costa Rica, Israel and Luxembourg. Only Japan and ROK had a transition 
period of less than 40 years.  See Table 1.  
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Table 1: Summary of the Transition Period for Selected SHI Countries 
 

Speed of  Important stages in the extension of social health insurance – legislative timeline 
transition 

Germany 1854-1988 1. Voluntary relief funds (early to mid-19th century) established.* 
(127 years) 2. Compulsory membership within health insurance funds (1843); for specific employment groups (1849).* 

3. First law passed at national level, making health insurance compulsory for all miners (1854). 
4. SHI becomes a nationwide, comprehensive system (1883), with systematic enrolment of different socioprofessional groups 
(until 1988). 

Austria 1888-1967 1. Regulatory provisions for employer-based care (early to mid-19th century).* 
(79 years) 2. Creation of association-based funds authorized (1867).*  

3. Industrial accident and health insurance scheme (1887-88), with systematic enrolment of different socioprofessional groups 
(until 1967). 

Belgium 1851-1969 1. Mutual health funds for different professional groups officially acknowledged (1851). 
(118 years) 2. Funds subsidized by government (1894), with national alliances or unions formed between funds. 

3. Health insurance made compulsory for all salaried workers (1944), with extension to remaining noncovered groups (1964-69). 
Luxembourg  1901-1973

(72 years) 
1. Compulsory health insurance for manufacturing and industrial workers (1901). 
2. Extension to retired (post-WWII), civil servants/other public sector (1952), further socioprofessional groups (1958-64). 

Israel 1911-1995 1. Health insurance fund for some agricultural workers (1911). 
(84 years) 2. Three additional health insurance funds established in this period. 

Costa Rica 1941-1961 
(201 years) 

1. Social security fund mainly for urban population and certain coffee-producing zones established (1941). 
2. Compulsory family coverage for insured (1956). 
3. Increased contributions and benefits (1960). 
4. Extension to remaining population accepted (1961), with intended systematic enrolment of these noncovered groups 
over a 10-year period. 
5. Effective enrolment of 83.4% by 1991. 

Japan 1922-1958 1. Voluntary community health insurance schemes (CHIs) developed (early 19th century).* 
(361 years) 2. Compulsory insurance for selected groups of workers (1922). 

3. CHIs replicated at national scale (1930s), mainly for the poor in rural areas, farmers, self-employed and small companies, 
culminating in National Citizens Health Insurance Law (1938). 
4. Simultaneous expansion of both health insurance schemes (1944-1958).  

Republic of 
Korea 

1963-1989 
(26 years) 

1. First Health Insurance Act passed (1963), with several voluntary health insurance schemes piloted (1963-77). 
2. Compulsory for workers and their dependents for firms with 500+ employees (1977); firms with 100+ employees (1981);  
firms with 16+ employees (1983). 
3. Extension to remaining population, such as self-employed (until 1989). 

* Stages marked with an asterisk preceded the first health insurance law. 
1In Costa Rica, universal coverage was not effectively implemented subsequent to the 1961 Law. In Japan, effective implementation 
of universal coverage via SHI took place in 1961. 
 



Factors Effecting the Speed of Transition to SHI 
 
General Level of Income in the Country 

Higher per capita income is apt to increase the ability of businesses and citizens to 
prepay SHI contributions. In addition, tax revenues are likely to increase with 
income, facilitating the subsequent channelling of any government subsidies into SHI. 
Steady economic growth, therefore, is likely to enhance this capacity to prepay. 

 
Structure of the Economy (relative size of the formal and informal sectors) 

Much of the employment in many developing countries is informal. Such countries 
are likely to face administrative difficulties in assessing incomes and collecting 
contributions because so many workers do not receive a formal salary. This may 
negatively affect an SHI scheme because it relies significantly on household 
contributions. 

 
Distribution of the Population 

Urban areas, where there is likely to be health care infrastructure and high 
population density, is easier to serve with an SHI system than a widely dispersed 
rural area would be. 

 
Ability to Administer 

Establishing an SHI scheme requires a labour force skilled in bookkeeping, banking 
and information processing. Training can come from secondary and tertiary schools 
and the SHI staff. Related markets, such as other insurance businesses and 
community health insurance schemes, can also provide trained personnel.  

 
Solidarity within a Society 

A society whose individuals are more willing to support others has a higher level of 
solidarity. A system of full financial protection requires a significant amount of cross-
subsidization, both from rich to poor and from low-risk to high-risk. Each country 
needs to define its own level of solidarity to enable such cross-subsidization. Policy 
makers can impose solidarity at times, but a sufficient degree of innate solidarity in 
society is needed to implement and sustain the cross-subsidization inherent within 
SHI. 

 
Government Stewardship 

Government stewardship is needed to launch and guide a process that leads to 
compulsory health insurance for all. One important element of governmental 
stewardship is to allow the various stakeholders and the population at large to have 
a voice in social policy making. Open political debate and available financial 
information help the population to gain trust in government and the other agencies 
involved in SHI implementation. Providers and the population (for example, through 
community and professional associations) should work with decision makers on the 
design of SHI. 

 
 
Characteristics of a well-performing SHI 
 
"The purpose of health financing, according to the World Health Organisation (WHO) is to 
make funding available, as well as to set the right financial incentives for providers, to ensure 
that all individuals have access to effective public health and personal health care." In other 
words, a well-performing health financing system – including an SHI – should:  
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• generate sufficient and sustainable resources for health care services; 
• use these resources optimally (by modifying incentives and through appropriate use 

of these resources); and 
• ensure that everyone has financial accessibility to health services. 

 
A Two-Stage Evaluation 
The study presents a two-stage evaluation process. The first involves analysing performance 
based on the three targets. In the second stage, performance is assessed with respect to the 
final goals of a health system. Health is the primary or defining goal of a health system, and 
both the overall health status of the population and the distribution of health among the 
population are important. However, non-health outcomes are also important. 
Responsiveness to people’s (non-medical) expectations and fairness in financial contribution 
are also recognized as health system goals.  
 
A responsive health system ensures that persons are treated with sufficient respect, and that 
the system is sufficiently client-oriented, with no distinctions made among different 
population groups. Financial contributions are considered to be fair when health 
expenditures are distributed according to ability to pay rather than to the risks of illness, and 
they should ensure that everyone is financially protected from this risk. The goals of 
responsiveness and fairness in financial contribution also affect the primary goal of health and 
are important in their own right. 
 
A well-designed SHI scheme should be an effective way of realizing fairness in financial 
contribution, as SHI shares risks and acquires its funds according to individual ability to pay. 
But SHI, as with any kind of health financing scheme, also affects both the distribution and 
overall health status of a population by providing health care resources and shaping how 
these resources are used. A good SHI scheme can have a positive effect by altering the 
incentives faced by health care providers.  
 
Diagram 1 depicts the performance of an SHI scheme. Performance indicators reveal how 
well typical financing targets are achieved (first-stage evaluation). The link between these 
targets and the final health system goals (second-stage evaluation) is also illustrated.  
 
Diagram 1: SHI: Financing Targets and Final Health System Goals 
 

Performance of social
health insurance scheme
in key design issues

Responsiveness

Health

Fair financial contribution

Resource generation
(sufficient & sustainable)

Optimal resource use

Fin. accessibility of health
services for all

 
The arrows indicate how the performance of an SHI scheme affects the health system’s final 
goals (the dotted-line arrow shows a weaker relationship), illustrating the link between the 
first and second stages of evaluation.  
 
A Focus on First-Stage Performance Evaluation 
The study focuses on the first stage of performance evaluation, which is very close to the 
financial and administrative aspects of SHI implementation and is likely to be of immediate 
use to those who administer the development of SHI. This is not to say that the second-
stage evaluation is less important. However, given its analytical complexity, this stage 
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requires a separate and complementary enquiry, which was beyond the scope of the study. 
For instance, health and health equality depend on factors beyond health financing, such as 
the level of economic development and a number of socioeconomic and epidemiological 
characteristics. 
 
The study used four broad, interrelated functions to classify the health system: providing 
health services; creating resources (through investment and training) to provide these 
services; health financing; and stewardship or oversight of the health system. 
 
While stewardship is fundamental, the focus here is on health financing of SHI and Its three 
interrelated sub-functions: revenue collection, pooling and purchasing. The proposed 
performance indicators can be classified within these sub-functions. 
 

• Revenue collection is the process by which the health system receives money from 
households, businesses, government and other organizations, including donors.  

• Pooling is the accumulation and management of these revenues to spread the risk of 
payment for health care among all members of the pool so individuals no longer bear 
their risk individually.  

• Purchasing is the process by which these pooled contributions are used to pay 
providers to deliver a set of specified or unspecified health interventions. Purchasing 
can be either passive or strategic; passive purchasing simply follows predetermined 
budgets or pays bills when they are presented; strategic purchasing, where there is a 
continuous search for the best health services, how to purchase them and from 
whom, is preferable. 

 
Diagram 2 illustrates seven key design issues used to evaluate SHI in terms of the health 
financing sub-functions of revenue collection, pooling and purchasing. Table 2 summarises 
the performance evaluation.  
 
Diagram 2: Key Design Issues in the Health Financing Sub-functions 

2. Method of
Finance

Resource generation
(sufficient & sustainable)

Optimal resource use Fin. accessibility of health
services for all

1. Population
coverage 3. Level of

fragmentation
4. Composition

of risk pools

5. Benefit
package

6. Provider payment
mechanisms

7. Administrative
efficiency

Revenue collection

Purchasing

Risk pooling
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Table 2: Overview of Performance in Seven Key Design Issues  
 
Revenue collection 
1. POPULATION COVERAGE   
- overall/macroeconomic level Percentage of population covered by SHI 
- by specific population group Coverage by socioeconomic group* 

What scope for direct government subsidies?  

2. METHOD OF FINANCE   
a) Extent of prepayment   
- overall Ratio of prepaid contributions to total health care costs 
- by specific population group Prepayment ratio by socioeconomic group* 
b) Protection against catastrophic 
expenditure 

 

- overall  Percentage of households with catastrophic spending 
- by specific population group Catastrophic spending by socioeconomic group* 

Different sources of funds:  
- Payroll taxes versus mix of revenue sources 
- Are contributions flat-rated or income-rated? 
 

Risk pooling 
3. LEVEL OF FRAGMENTATION Multiple risk pools? If yes, are risk equalisation 

measures in place? 
Single versus multiple funds: 
- Single funds: level of decentralization 
- Multiple funds: member characteristics of 
different funds, with varying contributions and 
benefits? Competition among funds? 

4. COMPOSITION OF RISK POOL/S Is membership compulsory? What unit of subscription? 
Purchasing 
5. BENEFIT PACKAGE Are monitoring mechanisms – patient appeals 

mechanism, information on claimant rights, peer review 
committee and claims review – in place? 

Nature of contract between provider and SHI 
fund. 
How to reflect efficiency and equity criteria 
within the benefit package? 

6. PROVIDER PAYMENT 
MECHANISMS 

See further design issues in the full version of the study. Do provider incentives encourage cost 
containment and provision of good-quality care? 

7. ADMINISTRATIVE EFFICIENCY Percentage of expenditure spent on administrative costs Budget caps; exclusion of low-cost interventions 
from benefit package 

 
 *This is defined in the full version of the study.  
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Conclusion 
 
 
The study found a number of factors to be crucial in facilitating the transition to universal coverage: 
income level, structure of the economy, distribution of the population, country’s ability to administer 
SHI and level of solidarity within a society. It is essential that policy makers take these factors into 
account and try to use them as policy levers. Improving administrative capacity and fostering a 
sufficient level of solidarity are factors affected more directly by government stewardship. 
 
SHI development depends to a large extent on the socioeconomic and political context of a country. 
It is all the more important, therefore, that SHI policies are designed for a specific country. In 
particular, appropriate policies in seven key design issues – population coverage, the method of 
finance, the level of fragmentation, the composition of risk pools, the benefit package, provider 
payment mechanisms and administrative efficiency – are instrumental in ensuring that universal 
coverage is achieved. The study presents performance indicators in these key design issues, but they 
also can be useful in identifying areas needing adjustment and improvement in the transition period. 
 
Universal coverage – that is, secure access to adequate health care for all at an affordable price – is 
SHI’s ultimate objective. This paper demonstrates what can be done to come closer to achieving this 
aim, by analysing the transition process and detailing what characterises a well-performing SHI 
scheme. Such an SHI scheme can then contribute not only to a greater fairness in financing and 
improved responsiveness, but also to the final goal of better health for the entire population. 
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Executive summaries 
 
 
Defending and Enforcing Rights to Social Protection 

 
Dr. Bernd Schulte 

Max Planck Institute for Foreign and 
International Social Law 

Munich 
 
Law serves to implement the programmes of social benefits and services in accordance with a 
country’s legal tradition. Thus, social law has become a decisive element in structuring living 
conditions around the world. To a large degree, individual security and personal freedom are 
inconceivable without social security. 
 
Social rights lay the groundwork for any rational system of social protection and social law because 
they set out the guiding principles of the overall system of social protection and the corresponding 
material law, as well as of the procedure to be used by the legislator, the executive and the judiciary. 
 
 
Differences Between Civil and Political Rights and Economic 
and Social Rights  
 
There is no globally recognized definition of social rights. It is, however, common to distinguish 
between civil and political rights and economic and social rights. This differentiation has been based on 
the assumption that these two sets of rights differ in nature. Civil and political rights are usually 
framed in terms of freedom from state interference, whereas social rights are likely to involve a 
claim on the state for intervention, for example, by providing economic and social benefits. Social 
rights thus imply an active role of the state and are grounded in the idea that the state is responsible 
not only for public order and security but also for the well-being of the people and, generally, that it 
has an obligation to enable them to enjoy the individual fundamental rights that accrue to them. 
 
As a rule, civil and political rights are more likely to be applied by the courts – whereas social rights 
are more likely to be realized through social legislation and social policy. Finally, civil and political 
rights have been considered to be directly applicable, to be subjective and to be enforceable by the 
people, whereas social rights are often reflected in spirit within domestic social programs, only to be 
realized gradually. 
 
A case can be made that these differences are overstated in that social rights also can be directly 
applicable, mandated by the judicial system and immediate. This view is confirmed by the fact that 
there is evidence in both national law (particularly in constitutions) and in international law (e.g., in 
the Charter of Fundamental Rights of the European Union) to integrate civil and political rights and 
economic and social rights in the same legal instrument by taking an encompassing approach and 
including the different sets of rights side by side. 
 
Nevertheless, it remains true that social benefits and advantages have some distinct features: 
 

• It is important to highlight that law is not the only reference point for social rights, because 
social provision without any reference to such rights may incorporate social rights as well.  

• The essence of social rights laid down in statutes or even in constitutions depends highly on 
the economic and political situation of the country. However, it makes a difference whether 



a social right is (1) legally incorporated in the constitution, (2) legally established by statutory 
law or (2) just the result of social provision by the state.  

• There is a decisive role for positive state action in rendering social rights effective.  
• Access to social rights is highly influenced by the institutional architecture of the social 

welfare system in general and by the procedural aspects of the provision of social benefits in 
particular.  

• It must always be borne in mind that social rights are subjective rights in the sense that they 
refer to individual needs, although they also have a societal component insofar as their 
establishment and efficiency depend on solidarity, social inclusion and social cohesion. Social 
rights thus have to fulfill the individual’s needs and promote social cohesion. 

 
 
The Purpose of Social Protection 
 
International legal instruments adopted by the United Nations and the International Labour 
Organisation affirm that every human being has the right to social security. However, the practical 
implementation of the right to social security requires a major undertaking by both the state and 
society. In many regions of the world, a large proportion of the population has no social security or 
is covered only partially. This is the case for the vast majority of people in developing countries, but 
some of the richest industrial countries have large gaps in social protection.  
 
Today, the pressing need to find effective ways to extend social protection is widely recognized. 
Those lacking social protection tend to belong to the economically weaker sections of society. In 
considering the level of protection provided, it must be remembered that the goal of social 
protection is not mere survival but the preservation of human dignity and the promotion of social 
inclusion.  
 
The main function of social protection is to provide both income security and access to health care 
and other basic social services. Various actors are involved here, including the individual, his or her 
family, community and local solidarity networks, self-help and voluntary welfare organizations, 
employers, employers’ associations and trade unions and other institutions of civil society – 
collectively the social partners, social security institutions, the legislator and government and 
international organizations. The state can strengthen social security systems and increase their 
effectiveness by (1) organizing and providing social benefits and social services, (2) imposing 
obligations on employers to provide benefits, (3) granting tax allowances for social security 
contributions, benefits or both and (4) strengthening the role of the various actors in social 
protection listed above. Traditionally, the state has not only the opportunity to increase the 
effectiveness of social protection systems but the legal responsibility for ensuring the reliability of the 
institutional setting and the provision of social protection for its people.  
 
Social exclusion is multidimensional in nature. As a result, measures to combat social exclusion have 
to be developed in a wide range of policy areas such as education and vocational training, 
employment, health, housing and social protection. Experience has demonstrated the need to ensure 
the active participation of all stakeholders, especially those excluded or exposed to social exclusion, 
as well as of the organisations that work for their interests, including social partners and civil society 
actors such as non-governmental and voluntary organisations.  
 
 
Migrant Workers 
 
Cross-border activities also imply additional and specific demands in the field of social security. 
Although migration is a phenomenon of increasing importance, it does not necessarily require 
specific measures at the national level in the field of social security. Instead, equal treatment should 
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be guaranteed, existing legal rules should be applied more effectively and social cohesion should be 
promoted by concrete measures. 
 
The law related to foreigners provides a generally uniform legal basis for regulating the legal status of 
non-nationals in terms of residence, employment and other activities and confers upon them – 
depending, among other things, on their origin and the reason for their stay – differing titles of 
residence, stay and employment. In contrast, there is no "foreigners’ social law" as a specific branch 
of social law. In most cases, provisions of social law that pertain specifically to non-nationals take the 
form of modifications of general social legislation related to the person’s non-national status or 
foreign criteria that affect that person’s legal position. 
 
Legal recognition of the principle of equal treatment of migrant workers as regards rights, social 
protection, health, housing and education, etc., including the right to social security, is essential for 
integrating these workers legally and socially into the societies in which they live. Effective 
application of this principle calls for the implementation of measures that promote access of migrant 
workers and their families to social rights, including the right to social security. Appropriate actions 
include providing them with information about their rights and taking special measures in their 
favour, when such measures are necessary to facilitate the integration of migrant workers and their 
families into the societies in which they live.  
 
Measures that are apt to promote social cohesion include implementing international human rights 
standards; establishing equal treatment of all people regardless of their ethnic, national and social 
origin; and developing economic, social and cultural policies that are inclusive. On the other hand, 
measures taken to regulate or manage migratory movements may have negative effects on the 
societal integration of immigrants and thus on social cohesion.  
 
 
Workers in the Informal Economy  
 
The informal economy is not really a "sector" but a phenomenon to be found in various sectors of 
the economy. It includes workers of all categories: employees, the self-employed, home workers, 
men, women, children, unpaid family workers, etc. In many countries, a higher proportion of 
foreigners than nationals work in the informal economy – to some extent, because of discrimination 
they encounter in the formal economy. Workers in the informal economy generally have little or no 
employment security. Their earnings tend to be very low and to fluctuate more than those of other 
workers. Whenever they are unable to work, for whatever reason (sickness, maternity, accident), 
they have no income. A brief period of incapacity can leave the worker and her or his family without 
enough income to live on. Furthermore, work in the informal economy is often intrinsically 
hazardous, and the fact that it takes place in a wholly unregulated environment makes it still more 
so. 
 
Women face additional disadvantages owing to discrimination related to their reproductive role 
(e.g., dismissal for pregnancy or marriage). In the informal economy, they do not benefit from the 
safeguards related to pregnancy; birth and child-rearing that commonly apply to women in formal 
wage employment (e.g., maternity leave and benefits, family allowances, nursing breaks, assistance 
with the cost of childcare). 
 
Social rights are by their nature applicable to all. However, inequalities in society may translate into a 
lack of access to such rights for some persons or groups. Gender is one generally recognized source 
of inequality; women generally experience greater difficulty than men in exercising their rights. 
Alongside gender, inequalities may be grounded in race, ethnic origin, age, disability, sexual 
orientation and socio-economic factors such as unemployment and poverty. The procedures for 
realising equality are most developed in relation to gender. The European Union especially has been 
called "a world leader in gender equality policy." In the past decades, it spearheaded the fight against 
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direct and indirect discrimination and devised a policy of gender mainstreaming, an approach which 
demands that gender equality be part of all policies. A similar approach could be developed in 
relation to other grounds for inequality and discrimination. 
 
 
Obstacles to Social Equality 
 
The implementation of the principle of equality before the law is one of the characteristics of 
modern states in societies. It is therefore a specific task of social law to adapt the granting of social 
benefits and services to the individual circumstances pertaining in each case, in order to prevent 
economic and social inequalities from undermining this principle. Against this background, social law 
is not restricted to compensating "material" disadvantages, such as lack of income due to sickness, 
old age or unemployment, by substantive (i.e., "material") social law (statutes, regulations, etc.). It 
also includes compensating "formal" disadvantages by procedural ("formal") social law. To the degree 
that social benefits and services are directed to persons who are at a social disadvantage, an 
additional problem is the fact that those individuals are not fully informed of their rights and are 
largely incapable of enforcing them. 
 
Normally, the legal system assumes that people know their rights and that, if necessary they can 
obtain expert advice so that they will be in a position to assert their rights, if need be, by going to 
court for legal redress. Granting a subjective legal entitlement and making access to the courts 
available might appear sufficient to ensure that the guaranteed legal entitlements can be secured. 
Nevertheless, restrictions to which a person is exposed – people with disabilities and foreign 
migrant workers are good examples – can mean that this method of securing one’s interests in 
conformity with the law is not possible.  
 
In addition to guaranteed substantive rights, the following major elements must be provided to help 
overcome the gap between the legal standard and "social reality" and make it possible to enforce 
one’s legal entitlements to benefits and services: information, consultation, advice, effective expert 
assistance and legal representation. Substantial social law remains largely ineffective if there is no 
appropriate implementation in practice and if those concerned do not get factually and effectively the 
benefits and services to which they are legally entitled. When social benefits and services are 
ineffective, social needs are not met and benefits that may be claimed do not achieve their objective. 
Knowledge, choice and participation are essential for social benefits and services to be effective. The 
more differentiated the structure of the security system and the more this system is subject to 
regulations, the more complex it becomes, and people have considerable difficulty finding their way 
within a very complex system of social law. For this reason, one of the most important tasks of the 
legislation and administration in social law is to provide a well-designed system of information, 
consultation and advice to guide persons who are entitled to benefits and social services effectively 
toward the rights due to them.  
 
The discrepancy between the "standard" and "realisation" can be illustrated by the degree of take-
up/non-take-up of social benefits and services. Rates of non–take-up are very high for means-tested 
benefits. In social assistance law, this phenomenon is described as the "undetected number" of 
persons entitled to social assistance and as the result of the process of "filtering the poverty 
potential." Apart from information and bureaucratic impediments, there are also social obstacles 
including the apparent stigma attached to being in receipt of welfare benefits, and institutional 
barriers, such as the lack of formal recourse for those in receipt of, or seeking entitlement to, 
benefits. These factors combined can dissuade people from actually claiming those benefits to which 
they are entitled. 
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Measures to Promote Access to Social Rights 
 
The need for simplification is especially urgent in social law, where the persons concerned are often 
less informed and less educated and thus, are less likely to be able to handle the law. To measure the 
gap that may exist between legal entitlement and the exercise of the corresponding right, the 
contribution of monitoring, review and enforcement as a common set of practices is important. 
There should be a process for identifying shortcomings in existing legal provisions and for 
recognizing emerging needs. High priority should be given to service delivery, enforcement and the 
monitoring of user satisfaction.  
 
In terms of social benefits and services, competent institutions (e.g., social security institutions) might 
be required to comply with certain measures such as informing beneficiaries clearly and 
comprehensively of their rights, either on request or on their own initiative, as is the case with tax 
authorities. The institutions might even be held responsible for providing such information within a 
fixed period of time. Institutions should be obliged to forward applications for social benefits 
wrongly addressed to them by applicants to the competent body and inform the applicants that they 
have done so. If a person is entitled to a benefit, the institution may be obliged to provide the benefit 
even if it has not received an express application from that person, to prevent situations of need. 
Generally, institutions should be required to reply promptly to any application for benefits. The 
applicant should be informed of  the decision within a fixed period of time, and the benefit should be 
granted within a fixed period as well. Any decision made should specify the reasons for the decision 
and the conditions of review and appeal. 
 
User-Oriented Services 
Promotion of access to social rights involves different measures, which must be adjusted to fit the 
given national setting. The provision of benefits and services should be as user-oriented as possible. 
Such an approach involves the removal of obstacles to use and participation that arise from 
organisational, procedural and other barriers. The creation of a single point of access can be an 
important element in the development of user-oriented services.  
 
Assistance to Vulnerable Persons 
Special attention should be paid to the needs and circumstances of vulnerable groups. Vulnerable 
persons may need assistance not only to overcome barriers to their access to social benefits and 
services but also to feel empowered to claim their rights. 
 
Targeted Programmes 
At times it may be necessary to discriminate in favour of such groups through the use of targeted 
programs, because sometimes people need support and assistance to be able to claim and enforce 
their rights. People may call on self-help and non-governmental organisations in this context. Such an 
enabling approach has been described rightly as taking on the challenge of transforming risk into 
opportunity, for instance, by treating the risk of loss of income as an opportunity to engage in a new 
economic activity. 
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Executive summaries 
 
 

Protecting Individual Rights in Privately 
       Managed Pension Plans 

 
Callund Consulting, Ltd  

Maidenhead 
United Kingdom 

 
Over the past several years, there has been an ever-increasing worldwide trend toward incorporating 
funded, privately managed pension schemes into the core of a country’s social security system. These 
pension reforms, which are occurring in countries at all levels of economic and social development, can be 
attributed primarily to a government realization that, due to changing demographics, changes in workforce 
composition and global economies, current systems will be under unprecedented pressure to provide a 
secure retirement pension. This pressure is accompanied by a growing perception that the traditional 
public pension system may not pay out at the expected levels – or may not be sustainable at all. To 
protect future retirement incomes, a dual structure of public and privately managed plans is being created, 
and workers are being actively encouraged – or required – to participate. 
 
The study looked at several key indicators to examine the quality and extent of protection members may 
have in a privately managed retirement scheme and whether the current regulatory framework and 
institutional safeguards adequately minimize their risks. Specifically: 
 

• Beyond the basic requirement or option to join a private scheme, how well protected are 
employees in acquiring coverage, and vesting, preserving and transferring those benefits? 

• What risks are associated with the schemes, including political, professional, financial and 
inflationary? What risks are associated with the timing of cashing out capital reserves and 
converting the funds to annuities? 

• Is information about the pension scheme easily accessible by its members? 
• What institutional safeguards exist, by virtue of licensing, authorisation and regulation? Do 

governance issues support members’ interests? 
• What impact have regulations had on controlling risk and protecting pensions? 

 
Researchers examined a cross-section of different types of pension schemes in 10 countries in four 
geographic areas: Western Europe: Germany, Spain, Switzerland and the United Kingdom; Eastern Europe: 
Hungary and Poland; South America: Brazil, Chile and Mexico; and Australia. The overall structure of 
pension schemes is different in each country, but the analysis of different schemes that have evolved out of 
different cultural and historical traditions provides insights that could be of value to policy makers. Across 
the countries studied, there are four types of schemes, each with specific characteristics. 
 
Mandatory Occupational Schemes (Employer-Based) 
 
Australia 

Employers must make mandatory contributions. There is a residence-based means tested 
universal state pension system. 
 

Switzerland 
Employers and employees make mandatory contributions, which are age and sex-related and 
increase with age. The resultant pensions supplement a universal state pension. 

 



Mandatory Individual Accounts Schemes (Non-Employer-Based)  
 
Chile 

Only employees and those who are self-employed are required to pay contributions. While there 
is no universal state pension, there is a means tested guaranteed minimum benefit. 

 
Mexico 

Contributions come from employers, employees and a government subvention. The publicly 
managed social security pension scheme is being phased out. 

 
Hungary 

A dual system of state and privately managed mandatory pensions was introduced in 1997. 
Contributions to the private scheme come from employees and self-employed persons. 

 
Poland 

Following 1997 reforms, persons born before 1949 continue to participate in the old state 
pension scheme. Those born after 31 December 1968 must participate in a reduced state scheme 
and a mandatory, privately managed scheme. Employers and employees each contribute one-half 
of total contributions while the self-employed pay the total contribution. 

 
Voluntary Collective Schemes (Employer-Based) 
Voluntary privately managed retirement schemes are widespread and predate the mandatory schemes 
referred to above. They were established voluntarily by employers and may involve compulsory or 
voluntary employee participation. Invariably, they supplement state pension schemes. 
 
Brazil 

"Closed funds", that is funds in which the membership is restricted to the covered employees of 
the sponsoring employer(s)), provide pensions for employees and are supplemental to state 
pensions.. These are commonly defined contribution arrangements, but may be a defined benefit 
fund, with the employer acting as guarantor of the promised pensions. "Open funds", wherein 
membership is not restricted to the employees of certain employers, are generally based on a 
defined contribution scheme.  

 
Germany 

Supplementary employer-based pension schemes, in five different constitutional forms, 
complement the state pension system. 

 
Spain 

Voluntary pension schemes were introduced in 1987 and can be either sponsored by a single 
large employer, or, where each of the employers has less than 250 employees, by a group of 
employers. The terms of a scheme are subject to collective bargaining between employers and 
employee representatives. 

 
United Kingdom 

Voluntary schemes supplement a universal state pension. They may also be used as a basis for 
contracting out of the state ssecond pension, a mandatory second tier of state provision. Defined 
benefit schemes, the most common, are now being replaced by defined contribution schemes, as 
employers’ reluctance to be guarantor of last resort becomes more widespread. 

 
Voluntary Individual Schemes (Non-Employer-Based) 
Personal pension-savings schemes constitute a fourth type of system. These were not examined because 
they are outside the scope of the study. 
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Access to Membership and Preservation of Contributions 
 
While the study revealed that basic access was protected across mandatory pension schemes, there are 
still some weaknesses that need to be addressed. For example, lower-paid workers are excluded from 
some mandatory plans (Australia and Switzerland), thus leaving those individuals who may be least able to 
save for retirement reliant on the basic pension. 
 
Similarly, vested rights were relatively easily acquired in both the mandatory and voluntary schemes. For 
example, in mandatory employer-based schemes, contributions vest immediately; in mandatory non-
employer-based schemes (Chile, Hungary, Mexico and Poland), the assets of the pension account are 
undisputed property of the member. Likewise, in voluntary schemes, the the benefits, including those 
provided by employer contributions, generally vest in the member as they accrue. These benefits are 
regarded as a form of deferred compensation. Exceptions are Brazil and Germany – although, in Germany, 
the vesting provisions are being improved. Thus, in these countries, privately managed retirement schemes 
give members legal title to benefits as they accrue. 
 
 However, the preservation of the real value of vested benefits is at risk. If, on changing employment, an 
employee retains a deferred benefit in his or her previous employer’s scheme, its value may erode over 
time, because it may not have been indexed to keep pace with inflation. Portability of accrued rights across 
borders is still impeded by fiscal and other regulations; however, European Union countries have taken 
steps to facilitate cross-border consolidation of accrued rights. The analysis shows that individuals will 
remain vulnerable to losing pension value, or to not receiving the full benefits due, based on contributions 
made, until transferability or portability of pensions – both within a country and across borders – is 
possible. 
 
 
Management Risks Common to Pension Schemes 
 
Each type of scheme has its own inherent set of risks, and the study clearly could not undertake a detailed 
look at each discrete type.  However, some overarching management risks are common to all pension 
systems.  The primary risk involves maintaining a viable scheme that not only can meet the current 
demands for benefits but is flexible enough to grow to meet future demands. 
 
All privately managed retirement schemes are heavily invested in the securities markets. Savvy and 
responsible management must anticipate and militate against declines in the marketplace. While the 
ultimate bearer of the risk differs between defined contribution plans (employee) and defined benefit plans 
(employer/sponsor), the outcome of ineffective management is apotential loss of value in the pension fund. 
Portfolio diversification can mitigate this risk. In emerging and transitional markets, the study revealed, 
pension fund investment may be limited to national markets where the ability to diversify is not great. 
 
The problem of inflation needs to be addressed. With the exception of Chile – and to a lesser 
extent, Mexico – there is no guarantee against the consequences of inflation on the real value of 
pensions. Traditionally, because they were deemed to reflect the real value of a growing economy 
share, equity investments have been the common practice to guard against this. Index bonds, linked 
to the consumer price index, have been used successfully to address this in Chile, Mexico and the 
United Kingdom. However, such index-linked bonds are not available in most countries. This is one 
tool that policy makers may wish to explore when developing strategies to combat inflation and the 
associated erosion of benefit values. 
 
As in the case of the fund manager, potential retirees have strategies available to them to lessen the effects 
of financial downturns.  One example is timing the conversion of the pension account’s capital into an 
annuity. However, such precision may not be feasible in a real-world scenario. The lesson here is that 
individual pensioners should not be placed in a situation where they bear the entire timing risk exposure. 
Being able to rely on a state pay-as-you-go pension and/or a minimum guaranteed benefit, as well as the 
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private scheme, might bring some balance to pension security. A flexible pension age, not tied directly to 
retirement, would also permit flexibility in managing the reserves for both the annuitant and the fund. 
 
 
Access to Information for Members 
 
All countries require that extensive information be provided to members and regulators. While the level 
of detail that each group needs may differ , relevant information concerning the management and 
performance of the funds, as well as the individual entitlements of members, is essential. For example, 
members should receive simple and transparent information on contributions, investment returns, 
portability options, etc., whereas the supervisory institution should receive detailed audited accounts, 
actuarial examination details, solvency information, etc. Communication and information sharing demand a 
delicate balance so that critical issues are not obfuscated and sufficient details are provided to users for 
sound decision making.  
 
If members are to make informed decisions, they must have adequate information. Generally speaking, 
such information, including a clear and concise annual benefits statement, is provided to members. In 
Hungary and Spain, however, there are no explicit requirements. Sound practice would be to require 
providing adequate and appropriate information to members. In addition, staff must be trained to analyze 
the information and detect any weaknesses or omissions.  
 
 
Institutional Safeguards for Pension Schemes 
 
In all countries, there is an umbrella of public regulation and control of privately managed schemes.  
Mandatory schemes are essentially compulsory savings arrangements and, as such, are regulated more 
tightly than voluntary schemes. In 1981, Chile introduced an institutional model wherein non-state, private, 
for-profit firms manage mandatory funds under the supervision of a state supervisory body. This model, 
requiring the establishment of a specific pension fund institution designed for mandatory pensions has been 
adopted and applied in Hungary, Poland and Mexico.  
 
A set of institutional safeguards revolves around the analytical tools used to oversee the management of 
the funds. Pension professionals in Anglo-Saxon countries prefer qualitative investment controls, based on 
the prudent person principle. For mandatory schemes, however, as the study showed, it is now common 
practice to apply quantitative limits to the investment instruments of a pension scheme portfolio. These 
limits are put in place to prevent overly concentrating a pension fund’s assets in a limited range of higher-
risk investments. But quantitative regulations can require such assets to be invested in a single domestic 
market and in government bonds in that country. Not only does this inhibit diversification, it exposes a 
pension fund to the risk of default on government obligations – which is not unknown. 
 
In Chile and Poland, privately managed schemes must provide a rate of return within narrow margins of 
the mean rate of return of all schemes in the system. This has a conservative influence on the investment 
management practices of all such schemes. 
 
In addition to financial safeguards, formal constitutional structures are required. All countries require this, 
but qualifications for managers vary widely among the countries.  For example, Hungary, Mexico, Poland 
and Spain apply rigorous criteria. In Chile, however, no special conditions govern the quality and 
professionalism of managers; close regulation and supervision of the pension funds is deemed to be 
sufficient in itself. A similar practice applies in Switzerland. In Australia and the United Kingdom, pension 
fund trustees must meet defined standards and observe the provisions of Trust Law.  
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This is one aspect of attention to governance. Another is the degree of representation of members within 
the managing bodies of the schemes. In the employer-based schemes in Australia, Brazil, Spain Switzerland 
and the United Kingdom, the governing bodies include representative of the employers and employee-
members. 
 
 
Impact of Regulations on Controlling Risk 
 
In most countries, regulators have extensive powers to enforce their provisions. Available tools include 
on-the-spot inspections, seizure of documents and summons to provide information. In each case, 
sanctions can be applied where breaches occur. The scale of sanction should be proportionate, however, 
to the severity and impact of the breach. For example, a technical breach may not endanger prospective 
benefits for any of the members.  
 
Monitoring of schemes takes different forms, driven largely by the number of schemes to be monitored. In 
Chile, Hungary, Mexico and Poland, for example, the number of schemes is small and they are easier to 
oversee. Regulators in Chile and Hungary have online access to the pension funds’ records. In Australia, 
Germany, Spain, Switzerland and the United Kingdom, where there are many approved pension schemes, 
such hands-on supervision is not practical. In countries where there are a large number of pension 
schemes, it is difficult for the regulatory body to address all issues at all times, however, whistle-blower 
laws can provide an additional means of oversight. 
 
It must be noted, however, that there is the risk of overregulation. A delicate balance must be maintained 
between effective oversight and accountability and suffocating rules that are detrimental to the 
sustainability of pension funds. For example, the study suggests that if regulation of voluntary defined 
benefit schemes becomes intrusive and administratively expensive, a sponsor may reassess and potentially 
alter the provisions of the scheme, perhaps to the detriment of the membership.  
 
Given the complex nature of pension financing and the importance of the benefits to each member, 
misunderstandings arise. In some jurisdictions, seemingly intractable problems are resolved by using an 
ombudsman. This enables impartial judgement on the underlying merits of each side’s understanding in a 
dispute. In many countries, however, individuals have inadequate means of redress. In some cases, 
individuals have to institute proceedings in courts. This can be expensive, complicated and, possibly, 
intimidating. The whole issue of dispute resolution requires further consideration by regulators.  
 
 
Conclusion 
 
Over the past 20 years, many governments have tried to reduce their prospective liabilities for social 
security pensions. At the same time, they have tried to ensure that privately managed schemes are 
introduced or encouraged, so that adequate financial security in old age might be built up. The 
development of mandatory, funded defined contribution schemes has been part of this movement. 
 
As the study shows, preserving members’ rights and financial security is of primary concern. There is, 
however, no single best-practice approach to the constitution of these schemes. Good governance must 
be practiced to ensure that each retirement scheme fulfils its obligations.  Thus, it is incumbent upon both 
the management team and the individual investors to actively engage in planning for and maintaining 
financial security. Portfolio diversification, mitigating the effects of inflation and flexible planning for 
retirement can ease the financial transition into retirement. The greatest threat to retirement pension 
security comes from price inflation, which is outside the control of individual pensioners or those who are 
responsible for the operations of privately managed retirement schemes. 
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Overall, the study found that basic access to mandatory schemes was protected throughout the countries 
that were studied. Vesting and preservation of benefits were core features of the schemes. However, 
much work still needs to be done to preserve benefit values for retirement and when workers change 
jobs and schemes. This is especially important as we face an increasingly mobile labour force. 
 
The critical role that access to information and disclosure plays is recognized in the schemes’ rules and 
regulations. While the level and breadth of information that regulators and members need differs, relevant 
information pertaining to management, performance and individual investment status is essential. A balance 
must be maintained to ensure that issues are not hidden and that sound decisions are made. 
 
In all of the countries studied, privately managed plans have an umbrella of public oversight and control 
under which they operate. This is especially important for mandatory schemes, which are essentially 
compulsory savings arrangements. Regulators have extensive authority to ensure compliance, and the 
extent of oversight varies, but this is due primarily to the number of schemes that need to be monitored. 
 
Effective tools that can assist with oversight, compliance and problem resolution include 
institutionalisation (and protection) of whistle-blowers and establishment of an ombudsman. The 
introduction of whistle-blower laws has resulted in bringing detrimental practices to light. Similarly, 
the role of the ombudsman can have a positive impact on fund practices and ensuring that the rights 
of members are protected. 
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How did we arrive in Vancouver? 
 
In the early 1990s, it was apparent that there would be a growing debate about the shape 
and the form of social security protection in all parts of the world.  
 
The criticism was heard that national social security schemes are not only financially 
unsustainable but also contribute to labour market distortions and divert funds that could 
otherwise be used for economic development. The situation was exacerbated by population 
ageing and then, in some countries, the scourge of AIDS. 
 
Unfortunately, the debate was totally dominated by financing and fiscal considerations. It was 
frequently very ideological. And it was frequently just simply wrong with regard to the 
historical record and the current facts. 
 
Under the leadership of the then ISSA President, Karl Gustaf Scherman, the Association 
launched the Stockholm Initiative. It was not only that he invited a major international 
conference to Stockholm to discuss the results, but he also successfully worked to find the 
necessary funding, since the Initiative was and continues to be extra-budgetary. 
 
Looking back, it is easy to forget that we were very nervous and concerned that this Initiative 
might not be supported by the ISSA membership, feeling that this kind of deliberation went 
beyond the mandate of the Association to help its member institutions improve the 
administration of their programmes. 
 
It was decided to go to the heart of the debate going on at that time. In other words, we 
decided to focus on the issue of the reform of old-age retirement systems, particularly the 
issues surrounding pay-as-you-go financing versus funding, the real impact of aging on long-
term social security policies, and the advantages/disadvantages of public sector and private 
sector approaches for providing pensions. 
 
When the Stockholm Initiative came to an end, the newly-elected ISSA President, Johan 
Verstraeten, as well as other committed representatives of member organizations, urged that 
the ISSA Initiative should go forward and that, based on the significant results of the 
Stockholm Initiative, tackle even more fundamental issues affecting the future of social 
security. 
 
Since there were no regular budgetary funds available for this activity, a few member 
organizations stepped forward to lend their extra support to this endeavour: from Italy, United 
States, France, Japan, and Canada. These were the pioneers of the ISSA Initiative; since 
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then, member institutions from other countries and some private sponsors have stepped 
forward. 
 
 
The new focus of the ISSA Initiative 
 
The original planning meeting of experts hosted by HRDC of Canada in Montreal fixed the 
new orientation of the Initiative. The focus would be placed directly on the security of the 
individual, more specifically on how the security in social security could be strengthened 
to ensure a better life for not only the individual concerned but also for the family, the 
community and society at large. Moreover, the Initiative was intended to be a public 
information endeavour, to inform the debate and to bring a better balance in national and 
international deliberations. It was thus never intended to be primarily a research project. 
 
With the help of voluntary contributions, the ISSA Secretariat and its Initiative Advisory Board 
set to work to develop the projects and the themes that have been highlighted in the agenda 
of the Vancouver Conference. 
 
 
What have we learned? How has the very nature of the discussions changed 
since we first began the Stockholm Initiative, nearly a decade ago? 
 

• In spite of occasional eruptions, the deliberations occurring in the ISSA community 
have become less ideological, more pragmatic, more honest and more open minded 
when looking at alternative policy solutions. There is a widespread acceptance that 
no national system, no international organization, no group of advisors or experts has 
found the magic bullet, the universal blueprint to ensure social security protection in 
different economic and cultural conditions. 

• We are also particularly pleased to note that the discussions have become more 
balanced between the interests of the industrialised countries and the developing 
countries. Achieving the right balance in our discussions is not a total success yet 
but, as we have witnessed here in Vancouver, the ISSA is doing better in this respect. 

 
Thanks to the input of a truly impressive list of speakers and panellists, as well as the active 
involvement of the participants, we have indeed arrived at some significant and useful 
outcomes. I would categorize these results under three principal headings: 
 

1) The need to strengthen social security through the search for universality and 
inclusion; 

2) The need to ensure the sustainability of social security through better 
governance and improved administrative capacity; 

3) The critical need to build public support and confidence for social security 
through more transparency, better information, and participation of the 
protected persons themselves in deciding on what are the real priorities. 

 
Before briefly taking up these three principal thematic streams in our discussions, let me first 
stress that any social protection system is ultimately based on the overall performance and 
the rate of growth of the economy. A social security system cannot fulfil its mission unless 
the national economy, especially the financial institutions, function properly. Social 
development cannot be funded in a society unless wealth is being created. As remarked by 
the President in his opening remarks, there can be no redistribution when there is nothing to 
redistribute. 
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Secondly, it is necessary to keep well in mind that as communities and nations are made up 
of individuals, there are indeed real choices to be made about what kind of a society we wish 
to live in as well as the kind of future we wish our children and grandchildren to experience.  
 
As Elder George said at the conference opening, each man has been placed on this earth to 
do the best he can. It does make one modest and brings home the simple fact that what we 
are doing is searching how to ensure a more secure living for our brothers and sisters. As the 
former minister of health of France, Bernard Kouchner, asserted in his keynote speech, what 
a wonderful profession we have, being given the mandate to seek better social protection for 
our fellow citizens. 
 

1. The renewed drive toward universality 
 
It was in fact Bernard Kouchner as well as the Honorable Minister of Human Resource 
Development Canada, Jane Stewart, who from the outset introduced the theme of 
universality in our discussions by placing the emphasis squarely on the priority of providing 
accessible and affordable health care to every citizen. 
 
The primacy of universal access to benefits emerged quite strongly again during the 
discussions on social security rights, with Joakim Palme pointing out that it takes a broad 
range of policy interventions − non-contributory state-financed benefits, social services, 
contributory social insurance and active labour market policies, occupational and individual 
initiatives − to prevent vulnerable individuals from being excluded. I was particularly intrigued 
by his argument that certain social services are critical for helping families with children and 
for helping women to take up an equal place in society. 
 
The most challenging discussion occurred however when alternative models of social 
protection were presented by Guy Standing, David Stanton, Rene Valladon and Paul Hewitt. 
While each of them pointed out the distinct advantages of an approach, whether flat-rate 
citizens benefits, targeted means-tested social assistance, social insurance or private 
savings and insurance, none I think would pretend that a single model could guarantee a 
universal and an adequate level of protection. It takes a mix of approaches to meet the very 
different situations of individuals in a society, ranging from the informal sector to the formal 
sector, from wage-earning workers to the self-employed, from the actively employed to the 
unemployed and the disabled. 
 
Then the very wide-ranging discussion about coverage issues in both industrialised and 
developing countries underlined how complicated it is to put together a comprehensive social 
security system which is sustainable, inclusive and workable.  
 
The need to design an integrated social protection system is in my view one of the important 
lessons emerging from the Initiative. We concur that social insurance as it was extended and 
improved first in Europe and then elsewhere remains a valid model for covering those who 
are “inside” the formal labour force. But we must also admit that it has not proved to be the 
appropriate solution for the large agricultural sector and informal urban sector which makes 
up between 60 and 90 percent of the populations in most developing societies.  
 
What is the answer to closing the coverage gap? What new approaches? Microinsurance, 
mutuals and cooperatives, or flat-rate state financed benefits such as those explained at the 
conference by the social affairs minister of Brazil, José Cechin? 
 
What will be the linkage with existing social security programmes? Should ISSA member 
organizations become involved in delivering these new benefits to the informal sector? When 
there are insufficient funds at the national level, can this universality be achieved through 
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international and cross-national funding efforts, to ensure that the sick and the needy receive 
protection that could not otherwise be afforded? 
 
These questions are challenging and lead us into new and practically uncharted territory. 
 

2. Institutional capacity and governance 
 
The message of the Vancouver Conference was loud and clear that unless the benefits can 
be delivered it is better not to embark on experimental adventures that may indeed damage 
the chances for future progress and bring the concept of social security into disrepute. 
 
This holds true for both public and private approaches for providing social protection. As 
Nicholas Barr pointed out so eloquently, it is indeed an irony that where institutional 
infrastructure is the weakest, it is probably the most dangerous to embark on the privatisation 
of social protection and a heavy reliance on the private sector to ensure social protection. 
This is precisely because the state does not have the institutional capacity to provide the 
regulatory governance necessary. 
 
This is fine as far as it goes, but how do we tackle the issues of improving administrative 
capacity? How do we ensure that the design of a programme fits the ability of public or 
private institutions to deliver?  
 
Here is where the ISSA has a unique role to play, since it is the only international 
organization which holds the in-depth information about the administrative strengthens and 
weaknesses of social security institutions around the world, whether they are in OECD, 
transition or developing countries. 
 

3. Finally, the overriding issue of public support and understanding of social 
security objectives 

 
Bernard Kouchner made a devastating criticism: social security, along with nuclear policies, 
are probably the least understood of all public policies. I trust that this was only to make a 
dramatic illustration. 
 
But unfortunately he does have a point. 
 
To extend coverage, to carry out reforms, to change financing, the public must be informed. 
If they are not informed, a whole series of perverse results can begin to occur. Including lack 
of compliance, increases in clandestine labour, loss of confidence in national schemes due to 
misinformation, etc. 
 
But here one encounters one of the most difficult questions raised at this conference: who is 
indeed responsible for this public education about social security? Who are the actors? Is it 
first and foremost the role of the political leaders to articulate the purposes of social security 
and how those objectives can be financed and delivered? The future of social security and 
welfare in general is not solely a technical or financial question – it is essentially a political 
choice subject to political will. 
 
What is the public information role of ISSA member organizations, which are responsible for 
the delivery of the benefits? Is their role different and separate from the role of the politicians 
or are they merged into a single effort? Are there sometimes political constraints imposed by 
governments that actually impede social security institutions from doing their public 
information job? 
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My experience is that many ISSA members have relatively limited public relations expertise. 
They do not see themselves as public information specialists nor would they feel comfortable 
articulating a social philosophy or a political agenda. Should this situation continue in the 
future? 
 
When one surveys the evolution of social security around the world, one of the most 
perplexing questions is why some countries succeed in reforming while others do not. Surely 
one of the explanations is the level of public understanding and support for change. How did 
they build a new consensus? What do we know about building this public support and 
understanding for a system which includes many different parts, both public and private? 
 
Ladies and gentlemen, in conclusion, this has been a very stimulating conference. The really 
tough questions have been put on the table. Many of these issues emerged with surprising 
clarity during the final panel, moderated by Santiago Levy Algazi, Director General of the 
Mexican social insurance system, who deftly drew out many of the critical issues from the 
other participating policymakers. We do not pretend to have discovered the answers, but 
thanks to the Initiative, we are better able to navigate through the critical issues of 
inclusion/exclusion, institutional capacity and, finally, public confidence in the future of social 
security.  
 
Much remains for us to do in carrying forward the Initiative so that we will have a good final 
outcome to present when we meet in Beijing at the General Assembly and then for 
disseminating the results to a broad audience outside the circle of ISSA member institutions. 
 
Today, the Initiative Steering Committee will meet immediately after the close of the 
conference to discuss how to go forward, beyond Vancouver and even beyond Beijing. What 
should the Association do beyond 2004 to deal with the difficult issues of better adapting and 
adjusting social security to a rapidly changing world? It is clear from this conference that 
many issues need to be further defined and investigated in order to strengthen the security in 
social security. 
 
We must decide where to focus; how to undertake the work; how to disseminate the results; 
and how to obtain the financial and material support for this important work. 
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Introduction 
 

"Countries with a high level of competitiveness spend more on 
average on social security than do countries with a low ranking." 

Johan Verstraeten, ISSA President 
 

"Health care was the debate of the 80s, pension debate dominated 
the 90s, but coverage is the issue of this decade." 

Michael Cichon, Chief, 
Financial, Actuarial and Statistical Services Branch, ILO 

 
 
Since the 1980s, public debate on social security has increasingly focused on its effect on 
the economy. The notion that social security has a negative impact on economic 
performance has often been stressed, and this view has been particularly apparent in 
discussion on retirement financing.  
 
In recognition of the need to better inform the debate on retirement, the ISSA launched the 
Stockholm Initiative in 1996. The principal outcome of the Stockholm Initiative was a book1 
which analysed the economics of retirement pensions. While very useful in changing the 
character of the debate on public pensions, the findings of the Stockholm Initiative had little 
impact beyond a few policymakers and the narrow circle of economists who work in the 
pensions area. 
 

                                                 
1 Older and wiser: The economics of public pensions, by Larry Thompson, Washington DC, Urban Institute Press, 
1998. 



 2 

As a consequence, member organizations continued to be concerned about the imbalance in 
the ongoing debate about social security. It seemed to remain purely a discussion of 
economic costs, without any discussion of the economic and social benefits derived from 
good social security schemes. The ISSA therefore decided to launch a second programme 
that would be broader in scope and would appeal to a wider audience. The aim of this 
programme, called the ISSA Initiative, is to place the question of security squarely in the 
forefront of the debate on social policy. The ISSA Initiative deals not only with retirement 
benefits but also with other areas of social security: health care, long-term care, 
unemployment benefits, disability benefits, family allowances, etc. It calls upon expertise, not 
only from the field of economics, but also from history, law, political science and sociology. 
Through this Initiative, ISSA member organizations are focusing public attention on the 
impact that social security has on the security of individuals, more specifically on how the 
security in social security can be strengthened to ensure a better life not only for the 
individuals concerned but also for families, communities and societies at large. 
 
In planning this Initiative, a number of social security experts met to define the questions to 
be explored and the areas where information is lacking to support discussion on social 
security. They concluded that there are two important, basic questions underlying the debate: 
to what extent does social security currently meet people’s expectations; and, how can 
people’s rights to adequate benefits be strengthened? At the Conference on the ISSA 
Initiative, which took place in September 2002 at the halfway point of the Initiative, these 
questions were explored through discussion on the following four themes: 
 

• Assessing the coverage gap – what groups are excluded from social security and 
what factors lead to exclusion? 

• Rights to social protection – what are the legal foundations of rights to social 
protection and how are they changing? 

• Adequacy of social security – what factors influence public expectations of social 
security and how confident are people in social security’s future? 

• Protection of rights under private benefit schemes – what guarantees do privately 
run benefit schemes offer to participants and how are these rights protected? 

 
Although these may appear at first glance to be somewhat disparate themes, they in a sense 
make up the story of the issues underlying social security in the modern world − are people 
covered adequately, do they feel themselves to be covered adequately, and are there 
sufficient guarantees to ensure that their coverage remains adequate in the future? There 
were a number of underlying issues that connected the themes and that were raised 
frequently during discussion, such as inclusiveness in terms of both coverage and rights, and 
the fundamental importance of good governance as a prerequisite to any social security 
provision. 
 
In addition to the continuing debate in many countries over the economics of traditional forms 
of social security, there are a number of other important factors that shape the context 
surrounding the issues. Much of the world’s population lives in circumstances of massive 
insecurity. Although this is usually characterized as an issue for developing countries, there 
are coverage and security problems in many OECD and middle-income countries, and a 
legitimate question of whether the coverage gap is growing or diminishing in all countries. 
Rather than merely arguing against further coverage on the basis of cost, it is important that 
the debate find context within an understanding of how social programmes can enhance a 
country’s economic stability and competitiveness. There is good evidence that, instead of 
being a burden, social security − when well-designed − can function as a productive factor in 
our economies. 
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Although debate about social security may often be argued on economic grounds, in the end 
many other factors influence the decisions that a country takes on what social security it 
offers to its citizens. Bernard Kouchner2 suggested in his keynote address that social security 
is first and foremost a moral and political issue, before becoming a technical and economic 
consideration. Certainly, the Conference provided many illustrations of situations where 
governments set priorities for action based on complex factors of which cost is not always 
the major one. This point was further explored in a panel discussion amongst senior 
policymakers at the conclusion of the Conference. 
 
 
Public expectations 
 

"We must prepare the developments of today’s work for tomorrow, 
but anticipation of the future does not always correspond to the state 
of mind of people in the present moment." 

Jean-Marie Spaeth, President, 
National Sickness Insurance Fund for Employees, France 

 
 
The first session of the Conference explored the theme of public expectations of social 
security. Though it may seem self-evident that, particularly in democratic countries, public 
opinion influences political decisions, a great deal of public opinion polling in recent years 
shows a gap between public perceptions about the degree of security versus government or 
expert perceptions. The reasons for this gap are difficult to assess, but one consistent factor 
is a very low level of public awareness of the programmes that are available and what they 
offer to individuals. The rules and policies governing social security programmes tend to be 
exceedingly complex and difficult to understand. At the same time, social security institutions 
often lack both the inclination and the necessary expertise to explain these programmes in 
ways that are clear to the public. 
 
In an illustration of this point, Bernard Kouchner focused on health care, and the fact that it is 
poorly distributed throughout the world, often for cost considerations. He pointed out that 
governments and social security administrators have a responsibility to explain the funding of 
social programmes clearly. Even though health care will always be expensive, the people are 
likely to accept the costs if they understand them. He concluded that public support 
combined with objective evaluation can help to guarantee coverage and equal access. 
 
Public opinion surveys can be useful tools to aid policymaking. An example presented was of 
a large survey done by AARP, a US association which represents the interests of older 
Americans. It found that Americans now rely on "four pillars" – private pensions and savings 
combined, health care coverage, earnings and, most importantly, Social Security. 
Participation rates in private, voluntary pension plans are diminishing, and have been 
negatively affected by people’s insecurities as a result of recent financial market turbulence. 
As more young people fail to contribute significantly to their retirement savings, the need 
increases for a comprehensive package of both private and public retirement schemes. The 
importance of coverage for health care also came through strongly in the survey results. 
 
The study showed that Americans tend to be very optimistic about the security of their 
retirement income system, despite the views of economists and other experts in the United 
States that the system may not be well-enough financed. 
 
There was a discussion of the use of public opinion polling. While polling is necessary to 
understand public perceptions, it is important to balance a long-term view for social security 
                                                 
2 Founder of Médecins sans frontières and Médecins du monde, former Minister of Health of France. 
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schemes against the short-term perceptions of the public. Jean-Marie Spaeth3 stressed that 
public expectations develop and change depending on the knowledge, education and wealth 
of the citizens. This point was underlined by Ian Carrington4 through the example of 
consultation surrounding reform of the public pension system in Barbados, where public 
opinion influenced the government’s decision, but was tempered by long-range economic 
considerations.  
 
Beyond the question of polling, the need for better and clearer information for the public was 
consistently expressed during the Conference. Increasingly, the public want to be informed 
individually and to have answers to their own situations. They have the attitude of customers, 
understanding that the money spent on social security is not the government’s money but 
their own taxes or contributions about whose use they should have a voice. 
 
 
Providing social security in the future – design options 
 

Speaking of a basic income: "The easiest way out is through the door 
– why do so few people take it?" 

Guy Standing, Director, 
InFocus Programme on Socio-Economic Security, ILO 

 
"If we pay income taxes on an income-tested basis, why should 
people not receive benefits on the same basis?" 

David Stanton, Director of Analytical Services Division, 
Department of Work and Pensions, United Kingdom 

 
"People collectively construct their future through social security." 

René Valladon, National Secretary, 
CGT-FO, France 

 
"In the developed world, market financing is the worst way to finance 
retirement, except all of the alternatives." 

Paul Hewitt, Director, Global Aging Initiative, 
Center for Strategic and International Studies, United States 

 
 
Guy Standing opened the session by defining the crises which, in his view, face social 
security. There is a linguistic crisis as the words that people use can be misleading and 
misunderstood. There is a fiscal one, leading countries to move to means testing and 
behaviour testing, which can intensify poverty traps. There is a governance crisis as old 
models of the respective roles of government, employers and trade unions break down, but 
we do not define what kinds of work should be given entitlement. And there is a crisis of 
social justice, as we struggle to define the concept of equality within the social security of the 
future. 
 
Security can be guaranteed through a mix of contrasting arrangements managed by different 
kinds of organizations. There are four basic approaches to providing social security: social 
insurance, universal progammes, means-tested benefits, and market-financed schemes. 
While experts agree that a mix of arrangements is desirable, there is no general consensus 
on the optimal combination. This session featured debate among a panel of speakers with 
differing and sometimes divergent views on the roles that different types of arrangements 
should play in providing security to people in the future. 
                                                 
3 President, National Sickness Insurance Fund for Employees, France. 
4 Director, National Insurance Office, Barbados. 
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Some of the arguments presented in favour of each of the arrangements: 
 

• A basic income, linked to citizenship, allows social security to be more than just risk 
protection. It reduces the insecurity of the least secure in society. 

 
• A means-tested benefit suits a system whose purpose is the prevention and 

alleviation of poverty through income transfers. It can be fair to all citizens as well as 
cost-effective, but it must be well targeted and should be designed to eliminate 
adverse incentives. 

 
• Social insurance benefits guarantee social protection on the basis of solidarity. Social 

insurance is linked to work and does not decrease competitiveness, if used for the 
purposes for which it was designed. 

 
• Market-financed schemes, used mainly to finance retirement, mean that each cohort 

finances its own retirement savings. They can be beneficial to the economy and there 
is no implicit tax for working later in life. 

 
The complexity of choosing an appropriate mix became clear during the ensuing debate. 
Despite individual preferences for one approach over another, presentations throughout the 
Conference made evident that none is intrinsically better than any other. The best coverage 
is attained through a mix of approaches, depending on the issue being addressed, the 
desired outcomes, and the infrastructure available to the government.  
 
 
The foundations of social security rights 
 
The session debated and defined the nature of the rights that citizens hold to social 
protection. It linked the earlier question of people’s beliefs in their rights with a discussion of 
the reality of how those rights are secured.  
 
Joakim Palme5 introduced the session by speaking about the crises that may bring about 
insecurity, which can be economic, such as stock market falls or crises of public financing; 
political, such as destabilizing acts of terrorism; or societal, such as ageing societies or 
increased incidence of lone parenthood. The test of the solidity of social security systems is 
whether they survive and adjust to such crises.  
 
As an illustration, he spoke about the social protection system of Sweden, which is based on 
a mix of citizens’ rights and workers’ rights. He suggested that this combination has 
succeeded in combating poverty and inequalities, proven resistant to economic crises, and 
might serve as a model for other countries. The system is made up of several components: 
universal benefits paid out at the same level to all residents; earnings-related social 
insurance benefits for all workers; social services accessible to all, particularly care for 
children and older people; and finally active labour market policies designed to help those 
who can do so to get employment. His presentation illustrated the points made above on 
different approaches to social security: no single approach can address all social issues 
facing citizens and, therefore, rights cannot be assured for all without using a mix of 
instruments. This is particularly true when attempting to address the social security of people 
in the informal sector. 
 

                                                 
5 Professor, Swedish Institute for Social Research, University of Stockholm, Sweden. 
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It was suggested by Jean-Claude Javillier6 that universal acceptance of the International 
Labour Organization’s standards can form a basic pillar of social security around the world. 
However, while these social security norms can be used as beacons to point countries in the 
right direction, they are often too far removed from the reality of what social security systems 
can practically provide to be highly useful in design decisions. 
 
Finally, the legislation and legal systems underlying social security must be supported 
economically so that they can operate well to ensure citizens’ rights. Social security has a 
basis in legislation, and if the legislation is clear and well-supported, it can assist citizens in 
exercising their rights. 
 
 
Coverage and public policy 
 
Social security coverage is one of the most longstanding, complicated but important issues 
facing policymakers. It is not an issue only for the developing world, as gaps in coverage 
affect both developing and industrialized countries, albeit in different ways. The session 
focused on health care and pension coverage, discussing issues of the breadth of coverage, 
rather than benefit adequacy. 
 
Simon Roberts7 drew on his current study which looks at coverage in 15 countries in various 
stages of development.8 The people most often excluded, particularly in contributory 
schemes, are agricultural workers, urban workers in the informal economy and unpaid family 
workers. All of these groups contain a disproportionate number of women. Particularly in 
developing countries, exclusion is increased by a low level of economic development, a lack 
of institutional infrastructure and difficulties in extending in rural areas. Exclusion can also be 
exacerbated by the type of scheme chosen. For example, contributory schemes tend to 
exclude women and migrants. While admitting that the pursuit of universal coverage is not 
completely accepted everywhere, Simon Roberts argued nonetheless that it is the most 
desirable outcome. 
 
Pension policy options proposed to extend coverage were to improve access to contributory 
schemes, modify the contributory principle to incorporate excluded groups, introduce a tax-
financed safety net to help cover the gaps, and address the non-take-up of benefits. Finally, 
in speaking about retirement pensions, Simon Roberts favoured the option of providing a flat-
rate benefit to all above a certain age. 
 
In the case of health care, the same people tend to be excluded as are excluded from 
pension coverage. The solution may be schemes that are financed from the tax base rather 
than contributory schemes. Simon Roberts concluded that "the need is for much greater 
redistribution both within and across national borders". 
 
The question whether expansion of coverage can occur incrementally was discussed. 
Although, historically, incremental expansion has occurred successfully, it requires strong 
political will over an extended period. As examples, the German experience was to gradually 
extend the number of groups covered by social insurance; however, in the United States, 
that approach to expansion of Medicare was envisaged but never happened. The strongest 
argument in favour of relatively slow incremental expansion is to avoid overburdening the 
financing of a given scheme. 

                                                 
6 Director, International Labour Standards Department, International Labour Office. 
7 Research Fellow, Centre for Research in Social Security, Loughborough University, United Kingdom. 
8 This study is being done under the auspices of the ISSA Initiative. The fifteen countries under study are 
Australia, Costa Rica, the Czech Republic, Finland, Germany, Hungary, India, Mali, Mexico, Morocco, the United 
Republic of Tanzania, Thailand, the United Kingdom, Uruguay and the United States. 
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Nevertheless, faced with unpalatable options, a number of developing countries find that the 
best approach is to expand coverage incrementally. An example is Côte d'Ivoire, where 
currently only between 5 and 10 per cent of the population is covered for medical and 
pension benefits. The government is beginning with a contributory medical scheme for all 
workers where contributions depend on level of income, but recognizes the need for 
sustained political will in order to achieve full social security. 
 
Gaps in coverage can be exacerbated by a lack of communication between social security 
institutions. This was noted as an issue in Mexico, and also in China. In the latter case, the 
government has established a new ministry to centralize the management of social security 
(which was previously in five departments), thus allowing a more cohesive approach to the 
goal of expanding coverage. 
 
In addition, coverage is reduced by avoidance of contributions, most often through 
undeclared work. People may also be deprived of benefits when they do not take up those to 
which they are entitled, and this appears to be particularly a problem with means-tested 
benefits. Studies in both the United Kingdom and Canada show that the problem is of greater 
proportions than we have traditionally thought. Reasons can be both attitudinal, because of 
the stigmatization of means-testing, and administrative, because of the frequent requirement 
for difficult and complex exchanges of information. Means-tested benefits are usually aimed 
at addressing the needs of the most vulnerable in society, who may also be the least able to 
engage in complex interactions with their governments. One possible solution is the 
approach in Belgium, where the administration calculates who appears to be entitled and 
then approaches them directly with an offer of benefits, rather than relying on an application 
for them. 
 
Other strategies for extending coverage may be to look at individual entitlements instead of 
family-based benefits, as well as portable benefits that allow mobility.  
 
Michael Cichon9 summed up the discussion by suggesting that each country has to answer 
some questions about what benefits are the priority and what its society can afford. The need 
for good governance to administer any scheme was a constant sub-theme of this discussion. 
He noted the shortage of people around the world with strong capacity in the management of 
social protection schemes and pointed this out as an area where the ISSA has a particular 
responsibility. 
 
 
Protection of rights under private benefit plans 
 

"The defined contribution model requires sophisticated oversight and 
regulation to ensure that one set of problems resulting from public 
sector political dynamics is not simply traded for a different set of 
problems derived from the dynamics of private sector operations." 

Lawrence Thompson, op. cit., cited by Nicholas Barr, Professor, 
London School of Economics and Political Science, United Kingdom 

 
"The pay-as-you-go system (in Latin America) would have been 
successful had it been well-managed, well-administered and free 
from political interference." 

Juan Fernando Berchesi, President, 
República AFAP, Uruguay 

 
                                                 
9 Chief, Financial, Actuarial and Statistical Services Branch, International Labour Office. 
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Privately managed benefit plans have long played a role in providing income security in 
many countries, but there has been a marked expansion in private sector involvement in 
recent years. Any retirement plan, including a public one, entails a risk that workers will not 
receive a secure income in retirement. The session focused on the risks that are specific to 
privately managed plans and on the effectiveness of the safeguards that may be put in place 
to protect workers against those risks. 
 
In a discussion on the protection of rights under private benefit plans, Nicholas Barr10 first 
outlined the wide range of ways in which the private sector may be involved in social 
security. He made clear that "privatisation" has become a term that really has little meaning 
given the fact that there is always a role for the State in regulation of social protection 
schemes, even when the State is not delivering benefits directly. 
 
While both private and public pension plans share common uncertainties including 
macroeconomic shocks, demographic shocks and political instability, there are additional 
risks facing private sector schemes: management risk (through incompetence or fraud), 
investment risk (vulnerability to stock market fluctuations) and annuities risk (rate of return 
over the retirement years). Nevertheless, if a private plan is to work efficiently, there must be 
effective government involvement in its regulation − by maintaining the legal infrastructure 
necessary for a market economy to flourish, by regulating financial markets, and by 
regulating pension schemes in order to prevent mis-selling. 
 
Nicholas Barr concluded that there is a genuine role for the private sector to play, especially 
within a well-regulated market and where institutional capacity is greater. He warned that 
introducing private arrangements in violation of these constraints will create predictable 
problems. Walter Schulthess11 discussed the recent experience of Argentina, where the 
State seized privately managed pension funds in the face of a collapse of the monetary and 
financial systems. This shows that privately managed schemes are by no means immune 
from "political risk" in case of major upheaval. 
 
In the lively discussion which followed, panellists agreed that governments do have an 
important role to play in the regulation of private sector schemes. For example, in US and 
Canadian defined benefit plans, government regulations dictate pension funding criteria, as 
well as personal liability provisions if the rules are not followed. In Switzerland, employers 
and trade unions believe in the value of government regulation of private schemes and in the 
importance of ensuring that workers understand investment strategies. As in discussions of 
coverage, the need for public understanding of the schemes was seen as an important issue 
underlying the guarantee of rights. 
 
In a discussion of the use of tax incentives to encourage investment in private plans, 
Nicholas Barr suggested that governments must be careful in providing tax incentives, since 
savings in these areas may decrease savings in others. 
 
Despite the emphasis on the need for good regulation of private sector schemes, the recent 
experiences in Argentina and Uruguay underline the fact that citizens can suffer just as badly 
from the poor management of public schemes, and that the need for regulation and good 
governance is not confined to private sector provision. 
 
Whether private or public, a scheme cannot run without respect for laws, independent 
management and regulation, and monitoring and auditing. In conclusion, the issue of 
guaranteeing people’s rights to social protection is not really whether the relevant schemes 

                                                 
10 Professor of Public Economics, London School of Economics and Political Science, United Kingdom. 
11 Social Security Consultant, Argentina. 
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have a measure of private provision or not; it is whether the schemes are built within a 
framework of good governance, and this framework has to be based on public sector 
regulation. 
 
 
Policymakers’ views on social security 
 

"Being responsive (to social change) is one of the toughest things for 
governments to do." 

The Honourable Jane Stewart, P.C., M.P., Minister, 
Human Resources Development Canada 

 
 
In the last session of the Conference, a number of political leaders and decision makers gave 
their views on how to strengthen social security. Despite great difficulties in many countries, 
the presentations and subsequent debate highlighted a number of innovative approaches to 
expansion of coverage. 
 
At the beginning of the Conference, Jane Stewart12 underlined that, first and foremost, one 
cannot have good social policy without good economic policy. She then used examples from 
recent changes in Canada’s social programmes to illustrate six guiding principles for 
policymakers: 

• sustainability – a nation must be solidly based financially and make its social 
investments within its own affordability; 

• inclusiveness – good social security should not exclude groups of people, particularly 
the most vulnerable; 

• responsiveness – governments must be able to change programming in order to 
respond to changing needs; 

• a balance of active and passive measures – modern social planning gets the correct 
balance between passive measures such as income support and active measures 
such as skills training; 

• flexibility – both programmes and administration should be able to respond to varying 
client needs; 

• partnership – governments do not have all the answers and must work with 
academia, business and labour. 

 
As Mutale Nalumango13 highlighted, a combination of good governance and political will is 
necessary for the development of social security in developing countries. This lesson is 
evident, though perhaps not so immediately obvious, in industrialized countries as well. Many 
developing countries face low economic growth, high unemployment and widespread 
poverty. Development is further hampered by low life expectancy – drastically low in 
countries such as Zambia where AIDS is rampant. Despite these barriers, Zambia is 
determined to show zero tolerance for corruption (good governance) and to expand pension 
coverage, finding ways to extend it to the informal sector (political will).  
 
Brazil, as a middle-income country, has a fairly extensive and comprehensive retirement 
income system but with two difficult problems: the pay-as-you-go system is based on length 
of service and therefore encourages retirement too early, upsetting the actuarial balance of 
the scheme; and although Brazil’s pension system rescues huge numbers of people from 
poverty, 40 million workers (60 per cent of the working age population) still have no 
coverage. 

                                                 
12 The Honourable Jane Stewart, P.C., M.P., Minister of Human Resources Development Canada. 
13 Minister of Labour and Social Security, Zambia. 
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The solutions proposed include raising the age of retirement and extending coverage, 
focusing on the poorest areas first. At the same time, the government is taking steps to 
eradicate child labour by targeting low-income mothers with school and food grants. Social 
inclusion will be increased through improving collection procedures; giving people better 
services (e.g. to improve public support); stimulating affiliation to social insurance; and 
raising public awareness of the benefits of being affiliated. The importance of controlling 
inflation was also noted. 
 
In a frank discussion of the problems faced within the Russian Federation in moving from a 
central to a market economy, Yury Lublin14 noted the very low level of understanding 
amongst the populace of the benefits that are available as well as the options for change. 
The country is moving toward a multi-tiered system with the basic state pension being 
maintained and a contributory fund for workers being added. The latter will include a funded 
portion with individual investment. The biggest challenge to deal with next is early retirement. 
 
Both Yury Lublin and James Lockhart15 proposed a similar system of topping up social 
insurance with a funded portion to be privately invested, though the United States is 
discussing this in the face of an already well-industrialized multi-tiered system. It has an 
established social insurance system on which one-third of older Americans depend 
completely for their retirement income, and a tier of occupational and private retirement 
accounts encouraged through the tax system. However, a debate is continuing to run in the 
United States on whether, in the face of an ageing society, one should move to a funded 
system with private investment, and pull away from its pay-as-you-go social insurance.  
 
In contrast to the debate in the United States, Finn Mortensen16 introduced his discussion of 
the Danish social security system with a quote from the social philosopher N.F.S. Grundtvig: 
"Few have too much, but fewer have too little", which encompasses Denmark's ideal for its 
society. It has made a choice to have high taxes in order to ensure every citizen’s right to an 
active life – a right to a social and cultural life as well as to work. In the face of societal 
ageing, the strategy is to include as many people as possible in the labour force and to 
encourage people to work until the official retirement age of 67, since many currently take 
early retirement at 60 or 61. 
 
These varying approaches to reform of retirement income systems illustrated the maturing of 
the debate in most parts of the world. For the most part, the debate about the right way to 
finance pension systems is over: it is recognized that, as with other social security design, 
there are a number of perfectly valid options and the decision of which to choose is based on 
a wide range of factors. The issue of cost drives the generosity of the pension system, rather 
than the type of scheme. In addition, as Nicholas Barr pointed out earlier in the Conference, 
societal ageing in itself is not a problem. People are living longer in most countries around 
the world; therefore, they can work longer, though this remains a difficult concept to sell to 
citizens. 
 
 
Conclusion 
 
At the halfway point of the ISSA Initiative, a new awareness of the issues surrounding 
coverage was clearly expressed by participants at the Conference. There is a traditional view 
that coverage is gradually and steadily expanding, both in countries which have well-
established social security systems and in those where social security is beginning to 
                                                 
14 First Deputy Minister, Ministry of Labour and Social Development, Russian Federation. 
15 Deputy Commissioner of Social Security, Social Security Administration, United States. 
16 Permanent Secretary, Ministry of Social Affairs, Denmark. 
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develop. The Conference discussion showed that this is for the most part a myth. We are 
witnessing instead an emergence of common coverage issues in industrialized and 
developing countries: similar discussions are taking place about the rights of migrants and 
workers in the informal sector; some countries are pulling back from social security provision 
owing to cost factors; and finally there exist quite similar problems of contribution avoidance 
and non-take-up of benefits. 
 
Throughout the Conference, there was discussion whether it would be possible to look at 
international transfers as a way to extend coverage for those currently excluded. Although 
implementation was seen by most to be too complex in the face of the problems that still 
exist in even the most industrialized countries, it is an idea that continues to be discussed. 
Michael Cichon proposed a "dollar a day" pension which could be extended to the elderly 
population in the poorest countries and would be paid for through contributions from workers 
in OECD countries. On the same theme, Bernard Kouchner challenged the ISSA members to 
recognize that the globalization of needs requires a globalization of response. He proposed a 
concept of "patients without borders", in order to guarantee coverage and equal access to 
health care based on modest transfers from industrialized countries to the developing world. 
Finn Mortensen addressed the debate on a worldwide system of social security by 
suggesting that, although we are at such a variety of stages of development it is hard to 
envisage what a universal system might look like, current discussions within the European 
Union may prove to be a first step to moving social security beyond national borders. 
 
In any event, in order to expand coverage, multiple approaches are needed, and this makes 
for a very complex mosaic of protection. The role of ISSA member institutions in managing 
benefits within a complex environment as well as sharing expertise in the management of 
social security schemes is an important point underlying the discussion of governance that 
permeated the Conference. Governance − strong management and administration, clear 
regulation, as well as understandable public information − was also recognized as 
fundamental to ensuring individual rights to social protection. Whether publicly or privately 
managed, no social security scheme can be successful without good management and 
administration, but it also became clear that successful management must include good 
public information.  
 
In his keynote address, Bernard Kouchner stated that social security is probably one of the 
least well understood areas of public policy. Public ignorance or misunderstanding is 
certainly among the causes of non-take-up of benefits and of contribution evasion, which 
lowers coverage. Throughout the Conference, speakers stressed the idea that public 
understanding and public support are crucial to social security. In order to create, change or 
improve social security systems − extend coverage, change financing methods, etc. − the 
public must understand and approve reforms. 
 
In his concluding remarks, Dalmer D. Hoskins17 raised some essential questions about public 
information. He pointed out that, generally, ISSA member organizations have limited 
expertise in public relations. For the most part, they do not see themselves as public 
information specialists and they feel uncomfortable articulating a social philosophy or a 
political agenda. Should responsibility for explaining social security to the public be left to 
politicians? Should social security institutions play a more active role in this area? The 
Initiative is part of the ISSA's effort to heighten awareness of social security's contribution to 
people's security around the world. 
 

                                                 
17 Secretary General of the ISSA. 
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